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of this legislation he bad been returned by
a bigger majority than ever before. We
must deal with things as we find them.
Last session we were inundated by re-
quests from local governing bodies. It is
not a question of being directed by them.
They do not say that sort of thing to in-
dividual members, but merely request themt
to do certain things. It is only right that
we should give earnest consideration to such
requests. We know the real difficulties that
confront those unpaid members of road
boards and municipalities, who are render-
ing such valuable but honorary service
throughout the State. They deserve every
consideration. I am waiting to have an
assurance from the Chief Secretary that the
country authorities will not be affected by
this legislation. I may be regarded as un-
sophisticated when I say I am prepared to
accept that assurance. At the opening of
the session we were reminded of the dire
period through which we are passing. It
w~as decided that we should not be called
upon to deal wvith contentious matters,
and we were going to give the Govern-
ment our whole support in an endeavour
to win the war, but it is of no use to
indulge in that kind of talk unless
we back it up with our actions. The
Government states that it wants the
money, and that local authorities in the
metropolitan area will not find themselveh,
in the position they imagine will be theirs.
I nam awaiting an assurance from the Chief
Secretary that country local authorities will
not suffer by reason of this measure. If he
can give me an assurance that that wvill be
the position, I will seriously consider giving
my vote in favour of the Bill.

On motion by the- RonorAry Minister,
de-bate adjourned.

House adjourned at 8.44 p.m

legislative Ee9sembiv,
W~ednesday, 16th October, 1940.
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The SPEAKER took the Chair at 4.30
p.m., and read prayers.

QUESTION-ROCKY GULLY.

Land Repricing.

Mr. WATTS asked the Minister for
Lands: 1, Has a decision been arrived at
in regard to the repricing of the land at
Rocky Gully (west of Mt. Barker)? 2, If
so when will the new price list be avail-
ableV 3, If not when may a decision be ex-
pected?

The MINISTER FOR LANDS replied:
1, No. 2, Answered by No. 1. 3, After
completion of the Surveyor General's re-
view of the reports in eon nection therewith.

QUESTION-SEED WHEAT AND BAGS.

Farmers' Requirements.

Mr. WATTS asked the Minister for Lands:
1, As a number of farmers will not obtain
seed wheat from their crops and practically
all wheat will this year he handled in bulk
are stops being taken-(a) to ascertain
what farmers will require seed wheat; (b)
to ensure that clean seed wheat in bags will
be available from farmers who will have it
available; (a) to compensate such last-men-
tioned farmers for the extra expense in-
curred re bagging? 2, If arrangements are
not already in hand will he take early action
to ensure a satisfactory solution of the
problem including, if necessary, the mak-
ing of representations to the Australian
Wheat Board to enable seed wheat to be
sold by farmers possessing it?

The MINTS TER FOR LANDS replied:-
1, The Department of Agriculture and the
Agricultural Bank are dealing with these
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matters. 2, Arrangements have been made
to submit proposals to the Australian
Wheat Board, and the Board has already
been communicated with requesting that
seed wheat be exempted from acquisition.
A personal appointment has been made
with the Wheat Board to discuss further
our proposals which have been submitted
to them. We have also listed the matter on
Western Australia's behalf for discussion at
the Agricultural Council meeting.

QUESTION-COLLIE COAL, AVERAGE
PRICE.

Mr. WILSON tasked the Minister for
Mines: What was the average price per
ton of coal at the pit's mouth from the
Collie mines for the 12 months ended the
30th June, 19401

The MINISTER FOR MINES replied:
The average price for the coal supplied to
the Railways Department for the period
mentioned was 14s. 9.4d. per ton at the pit's
mouth. This is the only figure available.

QUESTION-ALWOWANCES TO
ALIENS.

Mr. SE WARD asked the Minister for In-
dustrial Development: 1, Is it a fact that
the 'wife and family of an internee are al-
lowed 9s. per unit per day whereas an
alien who is not interned is denied employ-
ment by the Government and allowed 7s.
per unit per dayt 2, If so, why is the
difference made?

The MINISTER FOR THE NORTH-
WEST (for the Minister for Industrial
Development) replied: 1, The wives and
families of internees, under arrangement
with thc Commonwealth Authorities, are
assisted at the same rates as apply to other
families on the books of die Child Welfare
Department. Aliens not interned are as-
sisted hy the Unemployment Department in
the same manner as ordinary unemployed
men who are not on relief work. 2, The
difference is not because they are aliens.
The men on the hooks of the lInemploy-
inent Department have the opportunity to
obtain any work which may be offering,
whereas the wvomen the Child Welfare De-
partment is assisting either have no bread-
winner or he is too ill to work.

QUESTION-ABANDONED FARMS.

Mr. SEWARD asked the Minister for
Lands: 1, Since the inception of the agree-
ment between the Agricultural Bank and
Goldsbrough Mort & Co., Ltd., for the sale
of abandoned farms, how many of those
farms has the company sold? 2, What sum
of money has the Bank received in cash on
such sales? 3, What amount of cominis-
sion has been paid to Qoldsbrough Mort
& Co., Ltd., on those sales? 4, Have any of
the properties sold since been forfeited or
abandoned by the purchaser? 5, If so,
how many? 6, Of the prope~rties sold, how
many were sold to adjoining owners?

The MINISTER FOR LANDS replied:
1, 694 properties, nine part properties. 2,
£36,391 Is. 9d.; this sum represents initial
deposits only. 3, £25,599 13s. 9d. 4, Yes. 5,
Three known cases. 6, Not recorded.

QUESTION-BASSENDEAN ROAD
CLOSURE.

Hon. W. D. JOHNSON (without notice)
asked the Minister for Lands: Will he lay
upon the Table of the House the Mie deal-
ing with the protest of Mr. Charles Wicks,
of Bassendean, against the illegal closing
of Dodd-street, Bassendean, and the subse-
quent issue of legal process by him against
the Minister and/or the Bassendean Road
Board regarding such illegal closure?

The MINISTER FOR LANDS replied:
There is no file dealing specifically with the
points raised by the hon. member, but I
have no objection to laying on the Table
the Mie concerning this matter.

LEAVE or ABSENCE.

On motion by Mr. Wilson leave of ab-
sence for two weeks granted to the Hon.
P. Collier (Boulder) on the ground of ill-
health.

MOTION-ECONOMIC PROBLEMS.

Comnmonw'ealth Bank and National Credit.

MR. MARSHALL (Murchison) (4.36]:
I move-

'That in view of the apparent deplorable
shortage of money in Australia it is evident
that a maximum effort to bring victory in the
present wvar, to provide proper funds for the
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future defence of Australia end to bring the
standard of living approaching decency is im-
possible under the present monetary system.
This Hiouse therefore requests thle Government
to forward to the Prime Minister of Australia
the following resolution passed by the As-
sembly lnst session, demanding that it be
given immnediate effect to; and that other
State Premiers be requested to support it--

In view of the deplorable state of our
prinlary industries and the over increasing
poverty and unemployment in our midst,' 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
Commonwealth Bank without indation or
any charge.

I sincerely hope that hon. mtembers. will not
imagine that i amn snifering from Some oh-
session with regard to monietary reform. I
,deliberately forfeited my right to speak on
the A ddress-in-replly because I knew that I
would traverse the same gyround when
moving this motion, If I say things whieh
appear to be not altogether correct, having
regard to the fact that we are at war, I
ask hon members not to misconstrue my re-
marks as being disloyal utterances. I believe
the position to be so critical that people
who think they can see some distance behind
the international screen and are sure their
opinion is correct, would be guilty of a crime
in refraining from speaking their mind, It
is wrong to hide the truth because of the
opinions that might be formed by people
-whose mentality seems to be completely
smnothered by patriotism.

'Mr. Warner: We are Satisfied with your
loyalty.

Mr. 'MARSHALL: I hope the hon. melu-
her speaks sincerely. The motion was. in-
Spiredi by a desire to help my fello-w citizens
in this country, to do something of a prae-
tictl nature to release us fronm the deplor-
able position into which wve are constantly
-and Surely drifting. I may have to say
purticularly hard words about certain states-
mnen or alleged statesmen, even abouit my
,own Premier and leader. But I shiall. do so
because I think that what they are doing IS
_Wrong1 and that they are doingz wrung either
qluite conscious of the fact, in which ease they
Speak with their tonpises int thir cheeks, or
because they tire entirely ignorant of a sub-
ject matter with Which titer shouldl be
thoroughly conversant. The motion hb!
embodied in it the desire that the Common-
-wvealth Bank Should function in the interests

of tire people of Australia, and that it
should be called upon to do so immediately.
What I cannot understand is that so long&
as we follow the lroccdure adopted over a
long period, namely of permitting private
institutions to expand and contract credit
at will, no protest is uttered by any parti-
ecular statesmanL or any particular leader of
the people. The bogey of inflation is never
heard of , or mentioned or referred to so
long as private institutions can profit by
the rapid expansion of credit, and create act
inflationary state of affairs. Immediately
An attempt is mnade to advance some argu-
ment that this particular function, now conl-
trolled by private institutions, should he
handed to the Conrmonwe4lth Batik, the
people's bank, the bogey of iniflation arises.
To the Press, and all those whose mentality
is saturated with orthodoxy, the doctrine of
inflation is the great weapon of opposition.
If members have followed the history of
finance in connection with the war in Eng-
land] they will readily appreciate the fact
that the inflationary doctrine has been to a
marked degree pre.vented by the Imperial
Government during the last six or eight
months. I think that Government is spend-
ing £1,000,000 per week iii compensating
retailers fur losses so that the price of neces-
sar~y commodities may be established at a
given figure. We never see these facts in
the Press. They are not Advertised. There
is no attempt to inform the people that
there is a method by which inflation can be
prove ated. I Intro rio desire to admit, and
do riot intend to admit, that if the Common-
wealth Government was called upon to make
available the necessary funds for the
thorough prosecution of this war, for the
successful inauguration of a policy for the
future defence of Australia, and for the
proper care and welfare of the people
andl the industries of #this country,
inflation would cotne about. With proper
control there can be no danger whait-
over of such a Thing. it is remark-
able that niever ix Protest is levelled
aganinst private irastitutioi'4 when they
ex])afld credit and create an inflationary
condition, and it is only when one wishes
to take that power from them, a power that

by right Should never have belonged to
themi, that anything is said. Those institu-
tions have used a power whieh belonged to
tile people and thle Crown. The sovereig-nty
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of the people is involved in the matter.
No Government rules in any State of the
Commonwealth, nor does the Federal Par-
lianment rule in the Commonwealth itself.
Rothschild once said, "Let me control the
money of a nation and I care not who
makes its laws." We find the Premier
affords an example of what I mean, for
he must in a humiliating way appeal for
funds with whieli to carry on the adminis-
tration of the State. Who has the final
say as to the amount he shall handle?
Where does the sovereignty of the people
come in because of such a state of aft air&?
How can we say the Government rules the
coun1try when it has not the finance with
which to rule it, but has to go to private
institutions for that finance? 'Who is the
real ruler, the private institutions which
fiunnce Governments, or the Governments
which the people really believe and foolishly
believe do the ruling? We have heard
Treatsurers qay that finance is Government
and Government is finance. If that be
trule we do not govern. The avenue through
wicnh all Governments are financed is
owned and controlled by private institu-
tions, so they munst do the ruling. They
do rule and they have ruled behind the
scenes for years, taking no responsibility
themselves whatever. They are continually
behind the scenes, frequently operating and
forcing all Governments into the invidious
and humiliating position of having to ap-
peal to them as to what laws they shall
pass and what money they shall use.

The Premier: Oh, no!
Mr. MARSHALL: I do not say the

banks of Anstralia have told the Premier
of this State what laws he shall bring
down, but I do say that the Bank of Eng-
land has told the Imperial Government
what Inwvq it shall introduce.

The Premier: The Imperial Government
has told the Bank of England what it shall
do.

'Mr. MARSHALL: No. The Bank of
Englannd has a complete and final say in
regard to all banking laws that are passed
through the Imperial Parliament.

The Premier: That is definitely wrong.
'Mr. MARSHALL: The Premier is en-

titled to his own opinion. Here is a re-
markable thing. If the Imperial Parlia-
ment holds full authority and sway, how
came it that the very enemy of the British

Government today became so formidable
in a few years? Who was it financed Ger-
many? We had Germany down on her
knees, humiliated and defeated, and from
that position that country could never have
arisen without the aid of other nations,

The rremnier: That is true.
Mr. MARSHALL: The Premier admits

that the Imperial Government of its own
volition dictated to the Bank of England
that it should endeavour to stabilise the
mark and re-establish the industries of
Gaermany. roes he admit that?

The Premier: Yes, in collaboration.
Mr. MrAR SHALL: If that be so, the

eneniy of Australia was re-created by Ini-
penal Governments in the past.

The Premier; All right.
IMr. MARSHALL: I did not know the.

Premier wouild admit that.
The Premier: It is admitted everywhere.

_Mr. MARSHALL: I would not admit,
and will not admit now, that Imperial
Governments in the past, like the present
Government of the Commonwealth, have,
been foolish enough to permit high finance
to dictate terms to them.

The Premier: Not at all.
Mr. MARSHALL: I do not admit that.

any Imperial G1overnment was responsible
for bringing Germany hack into the mili-
tary arena as the potential enemy of the
Bnitish. Common wealth of Nations.

The Premier: I do not agree with that.
Mr. MARSHALL: But the Premier has

just admitted it by interjection.

The Premier: Let us get on.
Mr. MAN SH1ALL: Let us view the miat-

ter from the angle that for years past there
has been a definite, but nevertheless sin-
cere, movement ot' the part of different
financial group;, led on particularly by a
rroup of American bankers in Wall-street,
who are in close association with groups

in England, France, and other parts of
Europe, to domninate the world. Unless we
prevent that, we shall drift on until we
reach the point of abject slavery. Of that
there can be no doubt. I intend to quote
a brief extract from a hook written by A.
N. Field entitled "The Truth About the
Slump." He wrote the hook immediately
after the depression of 1930. I shall quote
one letter only which was read in the Ameni-
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can Parliament many years ago. It will
give members a very good idea of the move
that has been apparent for a considerable
time, a move that has made such progress
that any member observing the position to-
day can note that it is going ahead rapidly
anti most effectively. Hon. members should
be weclI aware of the position and ever alert,
because there can he no doubt of the fact
that the British Empire is to-day the last
bulwark of democracy. It represents the
sole remaining nation with free institutions
and the present war has been provoked os-
tensibly and purposely to accomplish the
downfall of the British Empire. Demnoc-
racies are of no use to high finance. While
one semblance of a democracy exists, the
safety of high finance is always in jeo-
pardy, and the objective of the present war
move is without doubt to bring about the
defeat of the British Empire. Strange to
relate, while people in England were preach-
ing a reduction in arinaments, they were
at the same time financing Germany and re-
,establishing her economic position, so that
she could become not only our potential but
our- actual enemy k-day.

People associated with high finance have
no nationality. The world is their chess-
board and the component parts of it rep-
resent the pawns which high finance pro-
ceeds to move. There is the invidious posi-
tion that while 'we call upon people of this
sunny land of ours to make sacrifices and
while we call upon mothers, sisters and
sweethearts to suffer anguish and misery and
shed tears of sorrow as they see their sons,
brothers and menfolk generally leaving our
shores for foreign battldelds, we allow
this particular oligarchy, who provide the
process by which onr men can be blown into
bloody shreds of brawn and muscle, to pro-
fit by the process. That is what is going
onl all the time and] we speak about equal-
ity of sacrifice! flood Australian citizens
are going to foreign battlefields and, if nec-
esay sacrificing their lives for 6s. a day

toProvide institutions with the opportunity
to expand public credit as though it was
their own and at the same time rake off
millions in the shape of profits. That is
the equality of sacrifice of which we hear
so much! Has tile Premier, in his capacity
as Treasurer, ever heard, in relation to the'
fixation and stabilisation of prices, any de-
finite statement by the Prime Minister
(Mr. Mfenzies) or the Federal Treasurer

(Mr. Spenderl about the profits that the
banks will make? No mention of anything
of the sort is ever heard.

The Premier: If the profits were serious,
interest rates would be increased.

Mir. MNARSHALL: I really sympathise
with the Premier.

The Premier: I sympathise very deeply
with you.

Mr. MARSHALL: How the Premier of
this State can make such a statement, I do
not know. It will not he long before he
and others will have to answer for their
stewar-dship; in fact, that time is not far
distant. For the Premier to talk about
interest rates in connection with institntions
that charge interest on tht expansion of
credit, which is merely a book entry, is be-
wildering. The banks give up nothing; they
lend nothing. They simply expand national
credit, which rightly belongs to the people.

The Premier: You would not say that
all the funds that a bank uses do not belong
to anyone!

Mr. MAARSHALL: I want the Premier
to understand the difference between money
and credit.

The Premier: I do.
Mr. MARSHALL: The Premier does no-

thing of the kind, or his statements would
not he forthcoming as they arc.

Mr. SPEAKER: Order!
Mr. MARSHIALL: The position is that

the funds of the bank, looking at the mat-
ter from the Premier's point of view, repre-
sent about one-half of the legal tender
within the Commonwvealth. That represents
all the funds that the banks have at their
disposal. There is only £55,000,000 in leg-al
tender in the Commonwealth.

The Premier: There might not he
£E5,000,000 of legal tender.

Mr. MTAR SiALL: When the Premier r.--
fers to the funds used by the bank, he shouil
rcnwnmhcr that 99 per cent- of the commner-
eial transactions within the Commonwealth
is done by way of ceques, which is illegal
money.

The Premier: No.
Mr. M1ARSHALL: I say it iL-.

The Premier: Vounare wrong there.

Mi.. MARSHALL: T adhere to my -tate-
,nent, wich is correct.

The Premier: 'What is the objection fis
writing cheques?

Mtr. SPEAkKER: Order! T miust ask the
Premier to keep order-
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Air. M.ARSHALL: The Premier may
have his own views on the subject, hut let
me ask him this: Is it not remarkable that
while Commonwealth Governments have-
been most carefuli with regard to the prk.-
tection of legal tender money so that eny-
one caught couniterfeiting it.-

The Premier: Or forging a cheque.
Mir. MIARSHALL: - or doing anything

regarding legal tender money in the way of
defaring coins, destroying them or issuing
imitations, is subject to very heavy penal-
ties.

The Premier: Just as they are with re-
gard to cheques.

Mr. M1ARSHALL: Such importance does
the (Comnmonwealt'th attach to this phase
of the matter that very strict laws have
been passed dealing with it, but, strange to
relate, while very careful with regard to
protecting legal tender money, which repre-
sents 1 per cent. of the money available in
the Commonwealth, it discloses a state ol!
utter apathy with regard to the other 9
per cent. of the money made available
throughout the year.

The Premier: If the Commonwealth Gov-
ermnnt print ed a thousand million notes,
would they represent legal tender?

Mr. 'MARiSHALL: Whoever would sug-
gest that such a stupid performance would
take place?

The Premier: It could take place.
Mr. MARSHALL: And I assert that if a

private bank went smash, the Common-
-wealth Bank would have to do it and woulid
have to go to the rescue of the people's
savings, securities and reserves, and give
themn protection against the difficulties aris-
ing from the failure of the private banking
institution.

Mr. Abbott: Because the Commonwealth
Bank controls all credit.

Mr. M1ARSHALL: Nothing of the sort.
The Commonwealth Banik is not in control
of credit.

Mr. Abbott: Then how could it come to
the rescue of the private banks?

Mrv. MARSHALL: Perhaps the hon.
member does not appreciate the position;
but wvhat actually happens is that the
credit which puts money in and out of cir-
culation is issued by private banks, not by
the Commonwealth Bank. Recently I noticed
in the paper that the Bank of New South
Wales had, during the first nine months of
the war, issued credit to the extent of 4-Y2

million pouads. That was not the Com-
monwealth Bank, but the Bank of New
South Wales and it is only one of the pri-
vate banks.

The Premier interjected.
Mr. MARSHALL: That money was sub-

scribed by the Bank of New South Wales
to loans.

Mr. Patrick: Where did the bank get the
money from?

M1r. MARSHALL: By entering some fig-
ures in its ledger. It is almost impossible
to convince members that there is no dif-
ference between credit and money. It is
deplorable that that should be so in the case
of members of Parliament. One would
really believe that when the Treasurer goes
on the market for a loan, the banks, which
princip ally underwrite the loan, give the
Treasurer a certain amount of legal tender
or money. They do nothing of the kind.

The Premier: They undertake to provide
money.

Mr. MAR SHALL: They do not provide
money at all. They underwrite the loan
and guarantee the Treasurer so much cre-
dit. The Treasurer can operate on it after
the bank has entered in its ledger the
amount it proposes to underwrite. The
Treasurer does not go to the hank, take out
tho actual money, put it in an attache ease
and depart in a motor car. He operates
on the account hy cheques. All the bank
has to do is to honour those cheques, and
that is all that is done in a transaction of
that sort by the banks. I admit there is a
distinction between such a procedure and
the case of an individual subscribing to a
loan, because the individual forfeits the
right to use the money, which helongs to
him personally. But that is not so with the
baniks, which merely honour cheques to the
extent) of the amount which they underwrite.
The Premier is aware of that fact.

The Premier: I know that a lot of what
you say is true.

Mr. MARSHALL: It would be futile
for me to set myself up as an authority
on banking. I admit I am niot.

Mr. Lambert: That is apparent.
Mr. MKARSHALL: Yes, quite apparent.

Of that there is no doubt, nor am I egotis-
tical enough to argue that I am an author-
ity on banking. I am, however, not dis-
cussing bankiniz hut the right of owner-
ship of national credit, nothing more and
nothing less.
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The Premier: I agree -with you there.
Mr. MARSHALL: Knowing my limita-

tions, it would perhaps be well for me to
quote from authorities in order to ascertain
who is correct-the Premier or I. I put
this to the Premier: Would he suggest that
his knowledge of banking and its ramifica-
tions, such as the expansion of national
credit, would exceed that of Mr. Graham
Towers, the Governor of the Bank of Can-
ada? The Treasurer would not be egotis-
tical enough to say that his knowledge sur-
passes that of Mr. Towers.

The Premier: Or of Mr. McKenna.
Mr. MARSHALL: I have often quoted

him as an authority. The Treasurer is
nevertheless unconvinced; he is quite pre-
pared to allow private institutions to con-
trol our national credit.

The Premier: Who said that i
Mir. MARSHALL: I say it.
The Premier: I did not.
Mr. MARSHALL: Yes, you did.
.The Premier: No fear I
Mr. MARSHALL: A motion similar to

this was moved by mae last year and passed
by this Assembly. At the first Loan Council
meeting thereafter which the Treasurer
attended, M r. Dwyer-Gray, of Tasmiania,
moved a motion that £15,000,000
of the moneys required by the States shouild
he made available by the Commonwealth
Bank. Our Treasurer did not support that
motion. I accuse the Treasurer of that in
order to get a reply from him. That was
the information I received.

The Premier: -No fear!
Mr. MARSFULL: Very well, I shall not

argue further. I have some extracts from
the report of an investigation that was made
into the banking system of Canada. As I
said, Mr. Graham Towers is the Governor -A
the Bank of Canada and he was cross-
examined by 'Mr. MIvcu-r, K.C. I want
the Treasurer to listen to these quotations,
so that lie may get a grasp of the situatiou.
The following- are the questions and
answers:--

W~hen 1,000,000 dollars worth of bonds is
presented (by tine Government) to the bank &
anillion dollars worth of new money or the
equivalent is created'

Mr. Towers: Yes.
f8 it a fact that a million dollars of new

inale)' is (rented:7
Mr. Tower.;; That is right.

-New money, not legal tender, is created.
The Premier: It is legal tender.

Mfr. MARSHALL: The next question is--
Now, os a matter of fact today our gold is

liL~rchaseci by thre Bank of Canada with notes
which it issues . . . . not redeemable in gold

.in effect using printing press money
to purchase gold?

Mr. Towers: That is the practice all over
thle world.

The banks mecrely hionour their own cheques.
The next Questions are-

When you allow thre merchant banking sys-
tem to issue bank deposits, with the practice
of using cheques, you virtually allow the banks
to issue an effective substitute for money, do
vout not?

Mir. Towers! The bank deposits are actually
money in that sense.

As a muatter of fact they are not aeteal
mnoney hut credi:, book-keeping accounts,
wichL are used as it substitute for money?

Mr. Towers: Yes.
Then wve nuthorise theo banks to issue a sub-

stitute for money3
'Mr. Towvers: Yes, I think that is a very

fair statement of banking.
WVould you admit that anything physically

possible and dcsirable c-an be made financially
possible ?

Mr. Towers: Certainly.
There are onily one or two other questions3
of importance. They are-

So far as wvar is concerned, to defend the
integrity of the nation there will he no diffi-
culty in raising the ineans of financing what-
ever those requirements may be?

Mr. Towers. The limit of the possibilities
depenids on inca and materials.

And] where you have anr abundance of mien
andI materials you have no difficulty, u~nder the
present banking system, in putting forth the
medium of exchange that is necessary to put
thle men and materials to work in defence of
thle realmn?

'Mr. Towers: That is right.

There is only one limit to the effort that
Australia can put forth in its own defence
to-day, and that limit is the capacity of the
people of the Commonwealth to produce
goods and give services. That is national
credit, lint it is owned and controlled by
private i ustituti ens. TIhe Commonwealhi
Bank is the people's hank; it has all the
resourees of the Commonwealth at its corn-
mand if it wvishes to take control of them.
It controls the note issue; it has all the
powers that a national bank should have,
but it does not use those powers. It has
been hamstrung hy rh-sign. That was done
in E1'ngland in 1922 in the Hotel Ritz by
Stanley M.N. Bruce. In 1024, after the death
of Sir Denison Miller, a material change
took place in the Commonwealth Bank. It
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Jim, not since functioned in the interests of
the people of the Commonwealth, but merely
in the interests Of Private institutions. I
have nothing to say against the trading
banks in this regard; they are an absolute
necessity to the present social orgauisation
and are indispensable to the commercial life
of the community. However, they do take
eharge of national credit. This belongs to
the pleople, but the banks lend it as though
if actually belonged to them. They charge
the people interest for our national credit.
High treason or grand larceny has nothing
on this form of racketeering-nothing at

al.Is it ainy wonder that we are continu-
ally faced with international conflicts while
this great power rests in the hands of a
very few mcii? Banks must exist in order
to mintlain the present economic and social
standards. But the Commonwealth Bank
belongs to the people and the credit created
by the people should be used under the dir-
ec-tion of the Imperial Parliament. It is a
national gift which should be used so as to
enable taxation to be gradually reduced.
Instead of that being the case, however, the
reverse has happened. Need I point out to
lion. members opposite tbe deplorable con-
dition of our primary producers? I need
not, members know it full well. Need I re-
mind members that thousandsi are depending
upon the Government for a mnorsel to keep
body and soul together? We all know that.
Need I remind members of the deplorable
condition of the State's ,ssuts-obscte
trains, obsolete trains, schools in want of
repair, lack of water supplies?

Mr. Sampson: And ferocious tariffs.
Mr. 'MARSHALL: Everything that comes

within the category of social services and
State assets is rapidly but surely deteriorat-
ing for the wvant of money to modernise it
or to put it in a decent state of repair.

The Premier: That is not true, either.
Mr. 'MARSHALL: If it is not true, I

am blind. Will the Premier contend that
the rolling stock on our railway system is
modern? Will hle say it is up to date?

.Mr. SPEAKER: Order! I hope the Prem-
ier will not reply to that question.

Mr, MARSHTALL: If I approached the
Treasurer to-morrow for a paltry few
pounds to instal a reticulation scheme in a
pronmising goldflelds town, I wouild be told
there was no mnoney. Last night the Treas-
urer painted a most deplorable picture. Ile
told us that we have to be very canreful andi

most not spend a penny. We do not act
in private life as the Treasurer is acting on
behalf of the State.

The Premier: Yes, we do. We are living
within our means.

Mr. MARSHA-LL: To exist, we are bor-
rowing about two-and-a-half millions a year,
and the Premier says we are living within
our means. Admittedly the amount bor-
rowed might be less this year, but without
borrowed money we could not exist. That
was exemplified in 1930 when supplies of
loan money were cut off. What happened
thenf Crash went everything. We had a
deficit of three-quarters of a million and
3,000 people in a state of poverty. Yet I
am told we are living within our means,
though it is necessary to borrow £2,000,000
or more every year. It is not the money
we borrow but our credit that is my griev-
ance.

H1on. C. G. Lath am: You borrow Against
your credit.

M1r. MARSHALL: I should like the ban.
member to rend up authorities on this mat-
ter.

Hon. C. G. Lathamn. I should like to un-
derstand what you are saying.

Mr. MARSHALL: What is it the hon.
member cannot understansd that I have
pointed out T

Hon. C. G. Latham: What do you mean
by borrowing our creditI

Mr. MARSHALL: I wvill tell the hon.
member for the third time. The wealth and
services produced by the farnmers, the-
miners, the industrialists, and the activities
of tile Government constitute the nationail
wealth of the Commonwealth, and what the
banks do is to issue credit against that
wealth or convert that wealth into money
by granting overdrafts and loans to mndi-
vidu ala, semi-Government bodies and Go-
erment bodies. That is the potential wealth
of the country.

Tile Premier: No, that is the actual
wealth.

Mr. MARSHALL: The Premier can call
it Potential or actual wealth as he pleases.
Evidently the Premier regards. the matter
with levity.

The Premier: Oh, no!
Mr. MARSHALL: Hie does not know

what it is to want a mecal, and I hope he
niever will. But there are thousands of
people wnho do.

Mr. Sampson: Are you a prophet?
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Mr. MARSHALL: The Premier will not
have to go to this war and risk his life.
lie will not have to risk being killed in war
and leaving a wife and family in misery
and anguish. But thousands of men will.
I aml endeavouring to deal with this basic
principle in this Christian and enlightened
age.

The Premier: If we had the credit, that
would not prevent a man from going to the
war.

11r. MAR'SHALL: If we had the poten-
tial wealth of the country monetised by
the Commonwealth Bank, wre wvould not be
getting into debt.

The Premier: Or into 'warl

Mr. MARSHALL: Not for very long.
Since 1914 we have not known what it was
to be out of war. Although the 1914-18
struggle was said to be a war to end ivar,
since then there has been perpetual war
and this condition of affairs will continue
so long as our present monetary system
exists. How can we expect international
peace when high finance, in order to pro-
tect its investments, creates international
rivalry?

Hon. C. G. Latbam: The natives in your
own country, without any monetary system,
have wars.

'Mr. MARSHALL: Of course they do.

Hon. C. G. Latham: To fight is human
nature.

Mr. SPEAKER: Order!
Mr. AkRSHALL: The hion. member's

remarks make me sad. I wvould not mind
if they came from some member of the
public unable to comprehend, hut when
they come from a man who is supposed to
lead and represent the people aright, 1
must confess to a feeling of depression.
The- hon. member and his friends grip and
bold tight to a system that has caused so
much poverty and misery. With poverty
and misery staring them in the face: they
refuse to investigate the causes. The
Leader of the Opposition says we cannot
overcome the system and must go on.

lion. C. 0. Latham: I said nothing of
the sort. You want me to say something
to please you, andl I will not do it.

Mr. M4APSHTALL: I do not want the
hon, member to say anything. I am aware
that interjections are disorderly.

Mr. SPEAKER: Order!

Mr. MARSHALL: But I did understand
the hion. member to imply that rather than
attempt to bring about any change, he
would hold on to what we have. The Pre-
mier need not demur about it. To date he
has not done very muceh towards throwing
off the yoke fastened around our necks by
the present monetary system.

The Premier: I have.
.Mr. MARSHALL: No, not at all.
Mr. SPEAKER: Order! I draw the

Premier's attention to the fact that I have
twice asked members to refrain from inter-
icting. I hope I shall not have to ask
again.

Mr. MARSHALL: True, Mr. Spender
and Mr. Menzies did Ray that the national
credit was being used. I have never denied
it. In the naine of goodness, how could we
have had money in circulation for years
past if it was not being used? I have not
denied that the national credit is being
used. But, I ask, by wvloin is it being used
and for whose benefit? It is being used
by priv~ate institutions for profit. That is
what I am complaining about. I have be-
fore me a report of what Mr. Spender said
on this matter. It appears, in £tflansard.lr
Speaking on one occasion as Assistant-
Treas;urer, he said-

The Commonwesitli Bank can make losns iii.

the Government free of interest.
No one disputes, that.

T agree that the Commonwealth uses tihe
credit resources of the country far national
purpioseq.
The Government is prepared to admit that.

Obviously, in the years ahead, it might have
to be resorted to substantially. As the Trea-
surer, Mr. Mensies, showed in bIs Budget
speech, it has already been resorted to.

Quite right, but by whom? There is no dis-
puting that the Commonwealth Bank can
make loans available free of interest.

Mr. Patrick:- You are not inviting inter-
jection;, are you?

Mr. MARSHALL: But the Common-
wealth Bank does not do it. That is my
complaint. I wish to give a few quotations.
Unless a speaker on this subject had tacked
on to his name the degrees of a University
professor, hie would find it impossible to
convince some people of the truth of such
statements. Therefore I have taken pains
to obtain the views of authentic writers,
not Labour men, not Socialists, not even
reformers.
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Mr. Sampson interjected.
Mr. SPEAKER: Order!
Mr. MARSHALL: I intend to quote men

of intelligence-unlike the member for
Swan-men who have written largely on
this subject. I hope that members who
have any doubt regarding the criminal
aspect of private ownership of national
credit will give very close attention to these
quotations.

Mr. Patrick: You are not inviting inter-
jections, are you?

Mr. MARSHALL: Abraham Lincoln
said-

I have two great enemies, the southern army
in front of mue and the financial institutions in
the rear. Of the two, the one in the rear is
my greater foe.

Even Lincoln, in his age, realised what
was coming. He knew there was a fight to
be put up, but he lost his life while put-
ting up the fight?

Mr. Seward: How?
'Mr. MARSHALL: William Jenning.i

Bryan said-
The money jpower preys upon the nation lb

times of peace and conspires against it in
times of adversity. It is more despotic than
monarchy, more insolent than autocracy, more
selfish than bureaucracy. It denounces, as
public enemies, all who question its methods
or throw light upon its crimes.

The Lord Chief Justice of England in 1875
said-

The issue that has swept down the ceni-
turies and will have to be fought sooner or
later is the people versus the banks.

As far back as 1875, that gentleman could
see the move being made by a group of
financiers to obtain control, which they have
practically succeeded in doing. If they
ean defeat the British Empire on this oc-
caslon, they will have won, and it behoves
us to take immediate steps to ensure that
there is no shortage of money for the pre-
paration of the defence of this Common-
wealth and its free institutions. They are
threatened, not by enemies from without
but by enemnies from within. Thomas Jef-
ferson said-

If the American people ever Allow the pri-
vate banks to control the issuance of their
currency-

That is the position here in Australis.
-irst by inflation and then by deflation, the
corporation that will grow up around them
will deprive the people of all their propierty,
until their children will wake up homeless cii
the continent their fathers conquered.

How true that is to-day!1 The farmers
have wakened. Property which their
fathers shed their blood to protect has gone
from them. Those words are ats true as if
they were written of Western Australia
to-day. Yet we go merrily on heading for
disaster. Woodrow Wilson said cheerfully
and sincerely a few days before he died-.

Who'b is it that does not know the causes of
war? The allied causes can he found in bet,
successful, commercial rivalry.

I recall the time when Mussolini invaded
Albania. He thought thnt invasion would
not cause a crisis because there were no
British interests in that country. A power-
ful nation could over-ride a small one so
long as there were no British interests at
sta ke.

The great monopoly in this country is the
monopoly of big credits. A great industrial
ination is controlled by its systemi of credit.
The growth of the nation, thecrefore, and all
its activities are in the hands of a few men
who chill and check nud destroy genuine co-
nonmie freedom.
Thousandsi of passages could lie quoted by
men wvho could readily see what would
happen, And many of them.- have endeav-
oured to avert the catastrophe, but unfor-
tunately, each in turn seemi% to have been
removed] either from ollies or from the face
of this planet. We cannot go on much
longer as a State Parliament unless some
dliastic change is made in the monetary
system. I say that quite frankly, and if
hon. mnembers wvill view the statement with
impartial mninds they will Agree that we Are
only carrying on as a State Parliament by
sacrificiing social services And State assets.
If wev attemipted to afford the people those
social amenities which they should enjoy,
we would fall far short of having either
sufflcient credit or sullicient money. We are
sustniiiing our existencc lby gradually cut-
ting down those amenities. Therefore, I sny
we cannot expect to exist much longer under
such at system.

I amt bicomning dlisturhed about the post-
tion, for I know that there is, a imove by
high finance to get rid of Australian State
Parliaments and also to get rid of the Corn-
inoriweilth Parliament, and to establish in
lieu thereof a Parliament inauguprated by
high inance in Europe. Unfortunately the
power I refer to is being vicwe~d too lightly
by many able men in England. Actually they
a"e Advocating quite openly that. there should
be a single world authority established some-
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where in Europe. Thus the people would
be robbed of the democratic principle of
self-government. They arc to be Tilled by
such an authority as I have described. Uin-
doubtedly that move is being popularised
by many men within the British Empire
who) should know better. [1view the position
as one of extreme gravity. One thing- that
strikes home as severely as any is the possi-
bility of all our freedom being gradually
filchied from us, In' virtue of the fact that
we shall fall into a condition of dire poverty
(luring the course of the next few years.
M1r. Menzies, the. Prime Minister, makes no
secret of that. 1 well renember hearing
him express himself to that effect over the
w'ireless. le satid, "What does it matter
if you and I come out of this wvnr with
nothing P" He has been inculcating upon
the people the poverty mind. "Be poor;
you have to be poor; threre is no alternative
but to remain in a state of poverty. It
inatleri not if you have nothing." It is not
sufhivient that Australia should make a great
sacrifice-and I say she will make it-for
the war. It is not sufficient that thousands
of our able-bodied men wvill lose their lives
or he maimed in the process of gaining
victory. In addition to all that, we are to
have around our necks for all time a deb!
which will strangle its economically and in-
dustrially And in every other respect. We
have not paid off one shilling of the last wvar
debt. Up to 1937 that war cost Aum-
tralia £4800,000,000, and of that amount
£373,000,000 was credit, the balance being
made up out of revenure and( taxation.
We have paid £375,000,000 interest onl
the £373,000,000, and we still owe tile
£C373,000,000. Moreover, we are starliwa
onl another war. T will quote from the
"West Australian" of the 11th of this
moth:-

For the first quarter of the financial year
Australia spent £29,472,000 on defence and
war servics. This figure includes nmunitiona
aind supply, but does not include all the ex-
1,endfiture on defence works. Of the war ex-
penditure for three months, £25,297,000 was
from loan funds.

Multiply the loan figure by font' and one
gets approximately £100,000,000 for the
year. We have not yet got to our maximum
effort, end we are restricted from producing
that maximum effort because we have no
money. The higher taxation becomes, the
])oorer we shall become. I do not know

how much beyond the amount quoted our
war expenditure extends. The amount men-
tioned may safely be regarded as the mini-
mum, and it adds another £4,000,000 ain-
nually to our interest bill. We arc now
paying something over a million pounds
per week in interest. Having regard to
the current year's expenditure, I should my"
that we are paying about £2 per second of
our lives, aned that is to go on for ever.
Thus we make sacrifices not only in flesh
and blood, in sorrow and team, but our
children's children's children will be loaded
with the debts of today if we do not take
immediate action to retrieve the position.

Thle position is becoming so acute that
we shall be forced to take action. I yen-
tare to say that when next year's Federal
taxation bills come in, there will be many
men speedily converted to the views I now
express. Our national debt amounts to
something like £C1,400,000,000. On that
amount we have paid £1,090,000,000 in in-
terest, and we still owe the £1l,400,000,000.
in the name of heaven, where are we get-
ting to? Including the cost of the war,
the very minimum we now have to expend
-and I hope we may expend nothing else
-is £150,000,000 per year during the pro-
gress of hostilities. Adding that expendi-
tlure to the existing national debt, we can
imagine how deplorabeorlsionwl

become in the course of the next four or
five years. I have here some illuminating
figures referring to taxation. In 1900 out
national debt was £197,000,000; in 1910 it
was £258,000,000; in 1930, £778,000,000.
To-day it is just onl £1,400,000,000. Inter-
est onl thant will be about £6,000,000 per
year-, or £110 per minute, and 80 per cent.
of that debt is bank-created debt, represent-
ing nothing, and we are still paying in-
terest on it. The local governing bodies of
Australia have an annual interest bill of
nearly £4,000,000, while semi-governmental
bodies face a yearly debt charge of more
than £15,000,000. it has been calculated
that if Australia's national debt increases
during the next 70 years at the rate at
which it has increasad during the past 70
years, we shall then owve £780,000,000,000,
and for interest alone each family would
have to find £13,500 per annum. So we
are getting along fairly well. If, as many
foreshadow, we shall have to face other
wars, if when we are finished with Ger-
many we are to start on Japan, as has id-
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read y been forecast, and if when we are fin-
ishedl with Japan we shall have to take on
China, it is to be expected that within
the next 70 years we shall easily outstrip
the amount of the national debt that ac-
crued during the past 70 years.

I need not read to hon. members the re-
port of thie Royal Commission on Banking.
The Commission reported on two highly
important aspects. It said that where the
Commonwealth Bank and the Common-
wealth Government were in conflict,' the
two parties should meet and discuss the
miattvir, and that if they could not recon-
cile their differences, the Commonwealth
Government should give an assuranee to the
Commonwealth Bank that it, the Common-
wealth Government, would he responsible
for everything and that the Commonwealth
Bank should obey instructions. The Corn-
missioni went on to say that this did not
interfere with the administration of' the
bauk, but merely amounted to directing a
l)olicy. And then the Commission went on
to say that as the Commonwealth Bank
had all the resources of the people and
all the potential wealth of Australia at its
command, it could make advances free of
charge to any individual, any Government,
anybody.

Mr. Reward: Nothing of the kind.
Mr. MARSHALL: That is a statement

made by the Comamission-

Mr. Seward: I challenge you to -read that
oat of the report of the Commission.

Mr. 'MARSHALL: The lion, member can
read it himself.

Mr. Seward: It is not in the report. I
cliallengi' you to produce the passage.

Mr. -MARSHTALL: I have -read it over
and aver again. Tt is the first authoritative
sthibmelit of thev kind that has been made.

mi.. McDonald: Yfo you refer to para-
graph .5047

Mr. MARSHALL: T think either 503 or
504. What is wrong with the member for
Pingelly (Mr. Seward) 9

Mr. Seward: 'What is wrong with the
memiber for Marchison?9

Mr. MARSHTALL: The hion. member has
no objection to bank control of politics,
none at all. lie has no objection to the
destinies of this country being controlled by
the banks, through these avenues.

Mr. Seward: I like the truth.

Mr. MARSHALL: But when it comes
to the people taking control of banking,
he first hesitates, and then says "No." The
present system suits; him. It suits any Con-
servative mind. No matter how deplorable
the circumstances may be, it suits the minds
of those who are well fed, well hionsed, well
clothed, and very comfortable. But why
should there be in this land, instead of full
and plenty, factories closed because their
products cannot be sold by reason of the
people's purchasing piower being insutfici-
ent? Why should there he primary pro-
ducers walking off their farms because of
inability to dispose of their products? Why
should material wealth go to rot through
not being sold? Here lies our economic and
social trouble, and while T am here I shall
fight against it. I am confident that in the
very near future many members of this
House will see the viewpoint as I see it now.
I am convinced of that. Every day the
points I have made are emphasised, and so,
until we take back from the banks the right
to issue and expand and contract credit,
then we shall have no real sovereignty at all.
We have to go back to the banks to borrow
money to pay our debts. Wh%7en a loan
matures we have to ask the banks to lend us
sufficient money to cover our liabilities. Then
we are told that after the war we will ex-
perience a state of prosperity. What hap-
pened after the last warI Did we ever see
so much poverty in this country as was in
evidence between 1924 and 10934? And even
from the commencement of the last war.
All the result of banking manipulation! So
T suggest to the Premier that the time is
about ripe for action to defeat the monsters
responsible for that state of affairs. If
action is not taken, oar freedom will go.
We cannot put up our maximum effort on
the existing form of finance. If we do we
will lose our freedom, because we shall hand
it over to the Shyloeks. There can be no
alternative, and I put it to members, "Can
a1 beg-gar he a chooserS" Of course lie can-
not.

If this country is as poor as we are told
it is, is it then worth fighting for? Here we
hare two and three and even four times a
week hundreds of our people out on the
streets7 begging. What for? Begging for
funds to relieve and ease the burden of the
dependants of those who have gone away to
fight. Did anyone ever hear of such a thing?
We are reducing the nation to a counnunitY
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of professional beggars, and all the while
a beautiful institution is in existence to do
its job, to retain the moral standard of a
country such as ours! We see begging on
the highways everywhere and the Common-
wealth Government shirking its responsi-
bility by permitting this sort of thing to go
on. The belief seems to he that by borrow-
ing, begging and cadging we can finance this
war. We can do nothing of the kind.
If we are going to defend the free institu-
tions of the British Empire, of which we
arc a part, we must put forwvard a maxi-
niuni effort and we must provide for the
future on sound lines. We have never paid
a penny of our national debt, and it is
rapidly increasing from year to year, more
speedily Dow than ever, and we are told
that we must look forward to the end of
the war for prosperity. We can imagine
-what is going to happen. We will hare a
better idea of the position when the taxa-
tion assessments come in. Every shilling
that is taken out of the pockets of the
people reduces their standard of living. It
is a crying shame that the people are so
willing to wake such sacrifices, believing, it
is necessary that they should do so, when we
know it is not.

The Premier: Do you say that the stan-
dlard of living is becoming worse in Au:s-
tralia?

Mr. MARSHALL: The higher the taxa-
tiont the lower must be the standard of liv-
ing-

The Premier: No.
Mr-. MARS HALL: Take money out of

the people's pockets and you reduce their
standard of living.

The Premier: We are taking money out
of the rich people's pockets.

M1r. MARSHALL: How rich? The sus-
tenance workers have been taxed for years.

The Premier: No.
Mr. MARSHALL: floes not the Premier

understand that the rich people are those
who are directly responsible for industry
and employment? Does he not realise that
they are the people responsible for stimu-
lating industry and maintaining it? If he
takes their wealth from them, what ambition
wvill they have to continue to carry on?
If we took money out of, say, the pocket
of the member for Nedlands and put that
money into mine, it would remain there, but
we should remember that when we take
money that has been paid away in interest,

a great portion of that money goes out of
existence altogether. Js htpooto
of our taxation goes in that direction I' van-
not say. It might be said that 80 per cent,
of that money is cancelled out of existence
immediately it is paid over. Howev-er, I
would not argue about that, because a per-
rentage, no doubt, would find its wit v 'back
into circulation, though the miajor portion
would not.

I may be permitted to quote a few figures
to show the manner in which taxation has
increased in recent years. In 1914 the Com-
monwealth taxation was £10,600,000, a1nd in
1929 it had advanced to £400,000,000. That
increase represented no less than 364 per
cent. in 16 years. The most outstanding
figures, however, are those of New South
Wales. They are really remarkable. In
1914 that State collected by way of income
taxation £2,000,000, and in 1929 the amount
collected was £24,000,000. Western Aus-
tralia is not too far behind that State. Then
the Governments steadied up, but they
added to the national credit by borrowing.
Tho banks have now voluntarily agreed to
issue credit at a low rate of interest. They
know as well as anybody what will happen
if they increase the rates by even a frac-
tion. Therefore they do not do that, and
thus save their skins. The time is well
overdue for the Commonwealth Bank to
exercise the power it already possesses, a
powver that will enable it to function in the
direction of giving relief to those who have
need of it, and so assisting to bring about
a state of prosperity. In conclusion, I put
this to members: that at the end of the last
war England had millions of her most able
workers tinder arms, out of production, and
yet when the war ended, England was pro-
ducing more wealth than she had ever pro-
duced. immediately the war ended1 along camne
the bunks to the gold standard, and poverty
atnd misery reigned, a state of affairs that
England had never before experienced.
Thatt is what is coming to us again. We
must gradually become strangled as taxa-
tion increases and then there will be bound
to follow poverty, misery and starvation.
So I hope the House will agree to the
motion. It may be that it is drastically
framed, but the times warrant drastic action.
If we have any respect for the people who
are suffering and if we have any regard
for those who are offering their lives for
their country, we will say that we will win
this war with the aid of science, men and
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material, and we shall then bring the coun-
try to such a state of prosperity that every-
one will experience happiness and freedom.
I hope the motion will be carried.

MR BERRY (Irwin-Moore) [5.56]: This
is a somewhatt voluminous motion, but I
think it is exactly the same as that which
was before this House last year and was
agreed to. .1 congratulate the hon. member
who not only dealt with the motion at great
length but quoted extracts from the works
of eminent people to substitute the points
he wished to make. By doing, that, the
hon. member relieved us to some extent of
performing a similar task. With regard to
the question of financial reform, which is
the essence of the motion, no sane man to-
day will deny that there is definite and abso-
lute need for the Governments not only of
Western Australia and the rest of the Corn-
mioaweaith, but of every country in the
world, to tackle the problem and smooth out
the difficulties-perhapsg "disagreements"
would be the better word to use--and find
out once and for all whether "sound fin-
oncee" should be permitted to continue to
drag the people into a state of degradation
and despair. I do not think there is any
doubt that the synthetic system of finance
which followed the last war has done noth-
ing- except to bring despair and ruin, not
only to the country districts of Western
Australia but to our cities and the cities of
all other countries. There is no doubt that
that system has taken a grip of the people,
a grip of such magnitude that the working
people as well as the farmers have become
bankers' labourers. There is no doubt about
that whatsoever. I am not going to get
into a controversy about credit; whether we
do or do not issuec credit is not our concern.
Our concern definitely is the welfare of thc,
people and there is no question that the wel-
fare of the people is at stake and in jeop-
ardy by this very "sound finance" which has
led us in to despair and degradation." I
recollect last year making a statement here
that it was my considered opinion that the
existing system of finance would not help us
to win the war, was in truth the greatest
factor in bringing the war about. I see no
reason to alter that opinion. The control
of finance having fallen into the bands
of a few, hia led us into all sorts of trag-
edies.

If the prevailing financial system
could be rectified to work fairly, there would

be no war between England, Germany, Italy
or any other nation to-day. I do not think
the people of any country wish to go to war
unless they are forced to do so economically.
We have had a good deal of evidence to in-
dicate that our international financial system
has led to much distrust between the
nations. I am quite sure the present war is
the outcome of that distrust. If the whole
world could adopt some satisfactory inter-
national currency, that distrust would tend
to disappear. And peace, as we wish it,
would followv. The conditions in the coun-
try districts of Western Australia are ex-
tremely bad and that is expressing the situ-
ation mildly. This distress has been occa-
sioned by the existing wanton financial sys-
tern which has been responsible for deflation
and has destroyed happiness. The school I
went to divided its pupils into three sec-
tions. One consisted of boys who displayed
a certain amount of intelligence and who
were earnarked for the university and for
various professions. The second consisted
of those of less intelligence designed for
commercial jobs. Those who were fitted only
to be farmers because they did not wish to
learn, together with bankers who could not
learn, were placed in a class of their own.
After 30 years T discovered that the banker
class has the impertinence to tell us that
they are the only people in the world who
know how to create credit aud control fin-
ance. I have here an extract which was not
read by the member for Murchison (Mr.
Marshall) and I propose to read it to the
House. It appeared in "Hlansard" of last
year and deals with a question asked of Mr.
Fitzhardinge, a famous banker, obviously
not in the third class-Class "C" to which
I referred earlier. Mr. Fitzhardinge was
asked-

Suppose a Ioss is suffered in regard to any
writing down of liability to the bank, would
it be possible to deal with that loss without
any actual loss to shareholders' capital or de-
positors' funds!
The banker's answer was-

I should say so. Even if we lost the whole
£10,000,000, it would Dot matter very much.
Thus we have a banker who stated defin-
itely that £l0,001,000 could be wiped off
and it would not snake any difference. How
would he be able to write off £10,000,00017
Where did the money come from, to whom
does it belong? If it belongs to the de-
positors-and wye are told that the banks
lend the depositors' money-how can this
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,great linancial magnate write it off?7 That
banker's remark is evidence of the fact that
credit is being created somewhere. If the
money to which Mr. 11itzhardinge referred
belonged to creditors, he would not dare
to write it off. As timne goes on, I think
it wvill lie found that without question there
is such a thing as the creation of credit,
and the sooner people see to it that credit
monopoly is p)lac~ed in the hands of the
Commonwealth Banik the better it will he
for them and for the Governments of Ans-
tralia and the quicker the war will end. I
was not in the least satisfied when I wats
told that Italy was financially unsound
when she set out to conquer Abyssinia. The
big financial institutions told us that. In
spite of it, Italy captured Ahyssinia very
quickly. We who had aill the money, all
the resources, all the brains and all the
power were incapable of stopping her from
completing that conquest. Yet that country
was supposed to be insolvent. The saiie
story is told about Japan and Germany,
but we have only to consider those coun-
tries to realise how unsound is the state-
ment. It is the duty of the Government to
send the motion moved by the member for
Muirclhison to Canberra, and not to ask
but to demand that consideration be given
to it. In a fewv weeks' time mnv son will
go to the wvar; he is in the Navy. I am
aware af the fact that other sons are going
overseas, too, and I intend to do every-
thing in my power to see that he and every
other Australiain boy receives every possible
material consJderation. If a banker-aL
"C'' class, an ''A'' class or any other
type of banker-does anything which I
considler to be prejudicial to the life of my
son and the sons of Australia, I will do
every- thing I canl to prejudice the erri ng
hanker. The motion is a good one and
the Commonwealth Bank as orig6ially
constituted is alone in a position to grapple
with this problem of war finance in Ia satis-
factory manner. The member for Murchi-
son referred to the Banking Commission's
report. That report was available to the
public until quite recently, but I was told
when I sent out to obtain a copy a little
while ago that it is not nowv on sale and is
apparently unprocurable. Why?! I am
not sure of the truth of the statement, be-
cause I did not go myself, but if it is true,
1 want to know why the report is unavail-

able. Many financial suspicions have been
engendered in our minds that need clearing
up for the benefit of the people as a whole
and particularly for the benefit of the sons
of the Commonwealth who are going over-
seas and who constitute the greatest benit-
age Australia possesses. It is our duty
to see that these boys return. If the motion
it, givmi. consideration hy the Common-
wealth Bank, and the banik performs for us
the service asked of it and brings our boys
back again, thve mover of the motion and
the movers of similar motions throughout
Australia will have done something more
than a national service, they will have dlone
something Christlike. Because of that, I
feel certaia that the House will pass the
motion. It was said we would not win the
war unless we altered the present system.
I do not agree with that because I think
we shall win the war whatever hap-
pens, but if the Commonwealth Bank will
do what we are asking it to do and control
this monopoly of credit, I believe Ave will
wvin the war so quickly that we shall be
surprised at the speed with which our seois
return to uh. t1 sound finance is going to
prejudice our boys in) any way, then sound
finance must go on, the muck heap so far as
I am concerned. That is why I support
the motion and hope it will be carried and
submitted to the proper authorities with
such vehemence that they will pay heed
to it, and implement it practically.

A similar motion was passed last year.
In my blissful ignorance of conditions in
Parliament then, I thought wye had done
something worth while, until I discovered
that motions passed here can be just as
pious and useless as those passed anywhere
else. I trust that wvill not happen again in
this case. If that sort of thing occurs in
resp~ect of our deliberations, there is no
point in our sitting here and discussing
these matters till midnight. We have
reached the stage when this Parliament
must wvake up and realise that people are
growing tired, and with very good reason,
of nothing being done. I am appalled at
the fact that we have to refer to the Com-
monwealth Government everything we want
to do. The only State enterprises with
which the Commonwealth Government does
not want to have anything to do are those
that are insolvent. The situation is almost
beyond control and it behoves this State to
voice a protest. We rebelled in a verbal
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sense on a previous occasion against this
encroaching attitude of the Commonwealth
Government. We engaged in a movement
for secession, but the only result is that a
heavier yoke has been placed upon us. It
is tip to the Government to take notice of
this motion and to compel the Federal auth-
orities to give heed to it. We should ap-
peal to the Federal Government to cease
making stupid suggestions such as the one
recently made, namely, that the State should
borrow another £ 250,000 to alleviate
drought distress in the country, that
money to be a charge on the farmers. The
matter is too ridiculous to dilate upon. We
are all so heavily debt-ridden and oppressed
and fed-up that it is no use the Federal
Government attempting to add more bur-
dens on to hacks that are already bent
more than double. That £E250,000 distri-
buted amongst the farmers would mean an
individual amount of approximately £30 to
enable each farmer to carry on. That adds
to the irony of the suggestion. Sound
finance is becoming a stupid joke and wve
are the Poor fools upon whom the joke is
perpetrated. The member for York (Hon.
C. G. Latham) said that tribal wvars
amongst native races were fought without
money being anr incentive. I do not think
that is quite correct.

Hon. C. G. Latham: If you will quote
what I said, you may get somewhere. I did
not say anything of the sort. I referred to
the natives of Australia.

Mr. BERRY: Even the natives of Aus-
tralia, of whom I know least-

Hon. C. G. Latham: I thought so!
Mr. SPEAKER: Order!
Mr. BERRY: I beg your pardon, Mrt.

Speaker, but I am prepared to challenge
the Leader of the Opposition-

Mr. SPEAKER: The hon. member is not
allowed to challenge anybody in the House.

Mr. BERRY: Then it almost seems that
I cannot reply to the Leader of the Op-
position. But knowing the native people
as I do, I would suggest that money of
some sort has much to do with tribal wars
in Western Australia or in Australia as a
whole. To the native mind money is not
necessarily pounds, shillings and pence.

The Minister for Mines: Gins are
medium of exchange.

M.BERRY: I thank the Minister.
Women constitute an enormous source of
Profit to the natives, if not to us. I know

that in the old days wars in Malaya, and
in the South Sea Islands where I lived,
were fought with a view to "catch as catch
can."

Sitting suspended from 6.15 to 7.30 p.m.

Mr. BERRY: We were discussinig tribal
wars, and with the help of the Minister for
Mines I was able to reply that perhaps the
gins wvere the real cause of such wars. A
military war is really an economic war,
whether it be a tribal conflict or a battle
amongst educated people. The whole thing
is a matter of economics. It is wvrapped up
in the question of sound finance. Sound
finance is such, and our system is such that
the onl 'y method by which we think
we cant get ourselves out of debt, as
the member for Canning pointed out
in connection with the Bill to amend
the Moneyv Lenders Act, is by borrow-
ing money for the purpose of pay-
ing our way out of debt. An interesting
point missed by thme member for Murchison
(Mr. Marshall) was in connection with New
Zealand. In that dominion the small amount
of £17,000 wvas involved in one particular
loan in connection with the Maori wvar. The
Gloverinent of New Zealand borrowed that
sum to wage the war. Fox 31 years interest
at 6 per cent. has heen paid on that loan,
immd upi to date no less than £278,000 has
been paid away in interest alone, the debt
itself still remaining against the people of
New Zealand. That sort of thing- is pathieti-
cally stupJd.

Hion. C. G. Latham: A siaking fund
would have put that right.

MrIt. BERRlY: I do not know whether a
sinking fund was established, hut I do know
there is no fund of common sense in a
country that will put uip with that sort of
thing.

H~on. C. Gr. Latham: The debt would havec
heen relieved by a sinking fund.

Mr. BERHY: But the debt remains.
Hon. C. G. Latham: I will cheek that

statement, I think.
Mr. THughies: The debt is still there.
Mr. BERRY: In the Napoleonic wars the

Position was exactly the same. Something
like £000,000,000 was borrowed for the con-
duet of those wars, and payment after pay-
ment of interest has been made on the loan,
but the original amount is still a debt
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against the British people. This system of
bonrowing- money to pay interest on loans,
whilst leaving the loan intact, is a type of
madness, that my education will not help,
me to understand, nor can it be absorbed
by educatedl people generally. We are send-
in~r our sons away to the war and in that
alone are making a big sacrifice. The
inothers and fathers of the boys will suffer
anguish. We are all going to suffer. If wre
conltinuec a, we are going, the end will be
that we shall lose lives that are more valn-
nh!e, that are irrep~laceable, and are going
to find that we are still more hopelessly in
debt under this horrible banking system
than ever before. Let me instance the finari..
cial p)osition of Western Australia. I re-
member a year or two ago when I was a
new member of this House attempting to
point out the invidious position that was
comnng about in consequence of -interest
lpayments. I said that originally we would
niced a lO-acre paddock on which to write
our debts; and interest bills. Later onI
suggested we would require a thousand acres
for the purpose. but to-day I do not think
Australia will be big enough to write those
amounts in the sand. If we go on as we
are doing at present with debt issued
money-

Mr. Abbott: Why not wipe out the debts,
such as by repudiation?

Mr. BERHRY: I am not referring to re-
puldintion.

Mr. Abbott: Why not' It provides a
good way of getting out of our difficulties.

.1r. Marshall: We (lid that in 1930.
Mr. BERRY: I have one or two figures

on the question of debt that I would like
to njiv 0 the House. Great Britain is spend-
inZ over £E9,000,000 a dlay on the war. This
works out at 6 per cent, interest at about
£4 per second. For every second that passes
we are getting further into debt to the tune
of that amount. The member for Mnrehison
yointcd out that if we continued with this
funny monetairy' systemi-it is both funny
and ridlivulous-at the end of 70 years the
interest bill for each family would he in the
region of £E13,000. I do not know how. he
arrived at the family figure. T have the
figures for a family of four, and have comn-
puted the interest bill 70 years hence for
such a family at £3,500 for each member of
it. That sort of thin- cannot continue. I feel
certain that the weight of the debt will be too
great for the people to bear. I am afraid

that if we as responsible people do not pay
more heed to this need for finanicial reform,
and do not straighlten out the currency prob-
lemt so that we may have a chance to sur-
vive, something unpleasant may be the out-
come. As a member of the British Empire
I am proud of it, and would hate to Kee
anything unpleasant happen to it. If, how-
ever we tackle the problem as it should be
tackled, we shall have no need for fears.
I point out that in 1914 Great Britain owed
£650,000,000, whereas in 1938 she owed
£8,026,000,000, an increase of £12,000 per
cent, in 24 years.

Mr. Cross: There was also a big increase
in revenue.

Mr. BERRY: Probably. But with all the
increases in revenue and the taxation put
upon the people, the unpleasant fact re-
mains that the community is going steadily
b~ankrupt each year because we are stupid
enough to allow ourselves to be overriddcua
by the banks. Their type of debt is really
creeping paralysis. No industry, primary
or secondary, can stand up to it for any
length of time. Taxation is part and parcel
of this debt business, for the bigger the
debt the bigger becomes the taxation. The
Premier said that apparently taxation does
not affect the people to that extent, because
we tax the rich. I do not hold with that.
The standard of living must always be
affected by taxation. The rich are not so
foolish as to allow money to be taken out
of their pockets without increasing pricez
which continue to go soaring up. So long
as we have the burden of debt we shall
have the burden of taxation. This wvill con-
tinue to grow until the collapse I have been
speaking about will come upon us. In con-
nection with this sound synthetic finance w.,
are told to swallow-I refer to the private
banking institutions-those institutions are
now taking as securities the life insurance
policies of people in the country. They
have been taken as further security from
wvretched people who have nothing else to
pawn. I was approached during the week-
end by people in Calingiri to do something
about a man who will lose his life policy.
He is so agitated about it and so upset in
his mind that I was asked to do something
if possible, because the people were afraid
there would be another tragedy such as we
have had already in different parts of the
country, and to which an indulgent Press re-
fers as being due to the circumstances of
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war. It is one of the last straws that will
break the camel's back. Unless we do some-
thing in connection with this pernicious mat-
ter, mental peace will not be possible. If we
allow the present financial system to eon-
tine there can be no peace. So long as
there is a monopoly of credit, so long as
financial magnates-I would like to call
them something else--are allowed to con-
trol the situation and go on their way un-
checked, we shall remain in trouble in every
direction. Anything we do to check those
institutions and magnates must be done in
such a way that the individual to whom in-
terest means a livelihood-such as the old
lady who relies upon the interest on her
smnall capital in order that she may live-
is cared for. If there is a grain of truth
in the business of credit expansion, and it
(-fn bea proved to us, and if w 'e go about
things in the right way, we can deal with
the situation without hurting p)eople who
are dependent upon the payment of interest
for their livelihood. I am sure a Labour
Government would have sympathies in that
direction, just as would any other Govern-
ment. There is no risk of damage to suchl
people, and no neecd to hurt themr. The
member for Murchison pointed out that
President Lincoln was alive to the things
we are talking about to-day. His namne has
been coupled with numerous articles that
have appeared in different books recently.
We know he made the remark that, "The
enemy behind us is more (dangerous than the
enemy in front." iMany of us believe that.
Lineoln was, howvever, assassinated. I read
the other day that his assassin, a man named
Booth, was paid to do his dastardly work.
There is no reason to believe that the state-
nment is not true. It is time we took heed
and passed a motion of this kind. It is
time we used every national asset we pos-
sess, our money, our men, our brains and
our material, for the purpose of winning
the war and the peace to follow.

I have no intention of going muchi
further with my remarks. I support
the motion and I1 hope that the Cow-
mionwealth Bank, in accordance with
Section 504, will go about its business and
do what many of us feel convinced Sir
Denison Millar would have done without
the necessity for the member for Murehi-
son, myself or others to speak as we have
done.

[Resolved: That motions be continued.]

[491

HON. C. G. LAT1AM (York) [7.46]: 1
move-

Thit the dehate be adjourned.

Motion put and negatived.

Mr. F. 0. L. SMITE (Brown Hill-Ivan
hoe) [7.47]: I can quite understand a pro-
posall to adjourn the debate on the motion,
because I have never known a discussion
to melt an audience so quickly as one re-
lating to banking and currency. It is be-
cause of the lack of interest in this sub-
ject that I feel we shall not get very far
with I .t. The motion under discussion is
very involved, but not neaily so involved
as the subject it deals with, So much has
been written on the monetary question that
it has filled many volumes. What there
is yet to learn about the subject will in
all probability' fill a still greater number
of books. In spite of the alleged simplicity
wvith which the monetary system can be re-
formed, .I have always regarded it as a sub-
jeet quite to the contrary, one that is ab-
struse, difficult and] complex. The motion
that we have before the House brings into
the discussion the whole question of money,
thme source from wvhich credit is derived, the
character of credit as a circulating medium,
the manner- in which it is created, issued
and controlled, the supply* of the means of
payment available to Governments and
others requiring to secure command over
goods and services, the profits associated
with the privilege of credit creation, the
fixed charges established by the credit issue,
the effects on prices and production of
credit issues, the world-wide character of
monetary control, the interdependence of
nations on each other's monetary policy, in-
ternational debts-

Mr. Hughes: That was exploded.
I.fr. F. C. L. SMITH: -the power of

debt as an instrument of coercion in inter-
national relations, the sanctity of contracts,
the terms underlying the debt contracts,
forces that control debt payments, the causes
of inflation and deflation, and a host of
other issues too numerous to mention.

The Premier: Hear, hear!l That is quite
true.

Are. F. C. L. SMITH: Some members
may say that all these issues are not
imiplicit. in the motion before us, but we
have to remember that the monetary policy
of a country can have far-reaching reper-
cussions, fav:ourable or unfavourable as they
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affect the internal or external stability of
the currency. The motion explicitly aims at
the creation of credit by what is called the
people's instrument of credit creation-the
Commonwealth Bank-for the purpose of
defence and to assist primary producers'
credit, together with the general welfare of
thle community, without inflation and with-
out charge. In respect to the reference to
"without inflation and without charge,'t I
will leave it to the member for Murchison
(Mr. Marshall) to explain just how that
will be done. The creation of credit is gov-
erned by three main factors. These are the
demands that there are for credits, the easta
holdings of banks end the prospects of hot-
rowers being able to repay on the due date
or on demand. I think the fact that the
banks do create credit is becoming increas-
ingly recognised and that while it is possible
to quote a number of authorities to prove
that contention, it seems to me to be quite
superfluous to deal with that aspect of the
problem.

In the creation of credit there are certain
fundamental propositions. The first of these
is that under our highly-developed credit
system most of the purchasing done by the
community is by means of promises to pay
and not per medium of material money.
These promises to pa.y are the currency of
the community and they mainly take the
form of bank deposits which represent pur-
chasing power. Any person entering upon
a large undertaking or a Government en-
gaged in war, requiring to have great com-
mand over goods and services, maust have a
large supply of this purchasing powerthese
bank deposits or this bank credit at their
disposal. The most serious blunder to make,
And one that is most c ommon and most diffi-
cult to dissipate, is the idea that this pur-
chasing power is created by money being
paid into a bank. Instead of in the main
being the result of money being paid into
the bank it is purchasing power created by
the bank and placed at the disposal of its
bank's overdraft customers- The bank acts as
an intermediary between the debtors and
creditors of the community. The bank as-
sumes the liabilities of the debtors by giving
the creditors deposits as claims against thi
hank against which cheques may hr drawn
with which to purchase goods or services in
return for the debtors becoming interest-
Jpaying debtors of the banks. These debtor3
no longer owe their creditors, but they owe
the banks and pay interest to them.

Mr. Necedham: They become bank alavc5
Mr. F. C. L. SMITH: It is this funetini

that explains why it was that the deposit
in the Australian banks during the last wa
increased by £100,000,000, and the deposi L
in 42 English banks, increased during tha
p)eriod by Z1,000,000,000. When it is un
derstood that those increases represente,
the extent to which the banks assumed th
liabilities of debtors in return for thos
debtors becoming interest-paying debtor9
members will appreciate why the deposit
in banks during the last war increased b:
millions in spite of the unparallelled de
destruction. that took place during those hoq
tilities. The next point in the propositioi
regarding the creation of credit that it i
necessary to understand is why it is tha
banks are able to assume liabilities to sue]
a vast extent. The means by which the:
can assume those liabilities depends upoi
their holdings of legal tender money a
their rights to acquire legal tender money
when circumstances dictate that thei
existing supplies of legal tender mane:
should be augmented. During the 1914
18 war their holdings of legal ten
der money were largely augmented by th
Government issuing vast supplies of pape
money. When the war broke out in Eng
land-I think the member for East Pert]
(Mr. Hughes) mentioned this point th
other evening-there was a run on th
banks, or at least there was every PT0S

pect of such a course 'being pursued b:,
people. That was because at that partieu
lar time England was on thie gold cirrenc:
and anyone could go to a bank and dcman'
gold against their demand deposits in tha
particular hank or any other bank. In time
of nations! emergency people seem to fet,
great security in gold, and there become
apparent a tendency to hoard go],
if it ia at all possible. On the othe
hand, there is a tendency for Governi
ments to endeavour to monopolise if'
gold resources of their people. Tha
is for the purpose of meeting possibt
requirements arising out of the contingeac:
confronting them. So it was that in Eng
land the banks closed their doors for severa
days because there was a possibility of in
sufficient supplies of legal tender money be
ing available to meet the demands made Jr
clients against their respective banks form
ing portions of the bank-group in England
The bank closure bad lasted for about fan-
days when the British Government came ti
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the rescue by first destroying the conver-
tibility of the note issue, that is to say the
right to secure gold against demand de-
posits. Secondly, the Government printed
approximately £280,000,000 worth of Trea-
sury notes and made them legal currency,
paying the notes into the Treasury account
at the Bank of England. By this means
the run on the banks was effectively stopped
because the demands were met. All the
customers could then get were the notes
that were legal tender money, the notes that
had been printed by the Treasury. There
was no possibility of their obtaining gold
owing to the fact that the convertibility of
the notes had been destroyed, and so the
run on the banks was effectively stop~ped.
Much the same thing happened in Austra-
lia. The Comimonwealth Government issued
large quantities of paper money. Prior
to the war the note issue stood at £9,600,000,
but during the currency of the hostilities
of 1914-18 the note issue was increased to
L69,000,000. The Government in issuing
paper money did not use it for the purpose
of making purchases. That money was paid
into tile Treasury account at the Common-
wealth Bart, thereby increasing Govern-
ment credit to the extent of the face value
of the notes that had been printed.

Hon. W. D. Johnson: The Government
controlled the Commonwealth Bank at the
timew.

Mr. F. C. L SMITH: Certainly the Gov-
erment controlled the note issue at the
time.

Hon. W. D). Johnson: And that controlled
the bank.

Mr. F. C. L~. SMITH: The bank was
under the direction of a Governor who had
sonie responsibility in the matter.

Hon. W. D. Johnson: At any rate, the
Government was in partial control of the
bank in those days.

Mr. F. C. L. SMITH: However, the
Cormmonwvealth Government increased its
credit at the bank to the extent of the notes
which were printed and paid to its credit.
But the Government was engaged in a war
and was therefore the greatest purchaser in
the community. It had to buy not only ser-
vices but a great quantity of the necessary
commnodities of war. For that purpose it
worked upon its credit at the Common-
wealth Bank, a credit that had been ampli-
fied by the note supply. Government
cheques were paid to companies, corpora-

tions, syndicates and individuals who had
their accounts with the trading banks. As
a result, the exchange position between the
private banks and the Commonwealth
Bank became adverse for the Common-
wealth Bank. The adverse exchange between
banks is met daily, and that adverse ex-
change had to be met by handing out notes
to the extent of the difference, or the bal-
ance in favour of the private banks. In
that way the note issue ultimately reached
the coffers of the private banks, thus adding
to the resources upon which credit could
he created by those banks and extending
the facilities upon which that credit rested.

We talk about gold backing against the
note issue, but we must remember that gold
backing is not only against the note issue,
but against the credit that is created by the
note issue. This, in all probability, is sir
or seven time greater than the note issue.
fluring the last war-and this is an aspc~t I
desire to take the opportunity to touch upon
-the banks' capacity to create credit did
not rest entirely upon their holdings of legal
tender reserves. In addition to those hold-
ings, the banks were granted rights by the
Government. Sir Earle Page, in a very in-
teresting speech on the Commonwealth Bank
Act Amendment Act, 1924-a speech well
worth the attention of every member of
this Chamber-said-

Among the rights extended by the Govern-
ment to banks was one under which they had
the right to get three notes for every sovereign
presented to the Treasury. Two out of the,
three pounds of notes so issued were treated
as a loan to banks, which were required to
pay interest at the rate of 4 per cent, per an.
num, and to repay the principal not later than
12 months after the war.

Sir Earle Page also said "the banks used
this power sparingly, the loans never ex-
ceeding £2,000,000 under the arrangement."
He went on to say that certain measures
which the Government took to make gold
payments overseas were not considered
sufficient, so the banks were asked to part
with another £5,000,000 in gold, and in re-
turn got notes in an equal amount, and
the right to get a similar amount, provided
they deposited war bonds as security, at an
interest rate fixed at 4Y2 per cent. When
primary produce could not be disposed of
readily and it was necessary to make ad-
vances to producers in anticipation of
realisation, the banks undertook to make
the advances. They were given the right
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to secure paper money by way of loans from
the Treasury up to the amount of the ad-
vance, at the rate of 4 per eent. Similarly,
at later dates arrangements, were made
separately for adv-nce against wool and
wheat, the interest payable by the banks
on these loans of notes varying from 4 per
cent. to 51' per cent. The assistance of the
hanks was invoked for the sixth war loan.
The banks, in order to enable their cns-
tomers to subscribe to the loan, agreed to
grant overdrafts up to 90 per cent. of the
subscriptions, the rate of interest on the
overdraft to he 4 per cent. per annum. As
the war loan carried interest at a rate
varying fromt 41/ per cent. to 5 per cent.,
the acceptance of the overdraft proposal
was attractive, and the war loan proved
most successful. On its part, the Treasury
undertook to make any bank a loan of
notes, if needed, lip to the amount of the
overdraft granted to customers. The in-
terest paid by the banks for these loans
was fixed at 3 per cent. I wonder if we
will have any more of that kind of finance
during- the present war. The Government
gave the banks the right to get notes at 3
per cent.: the banks made advances to
their customers desiring to buy bonds and
charged themn 4 per cent.. and so the banks
made 1 per cent, profit on the transaction.
The bondholder, whose capacity to buy the
bonds was created by the advance mode
to him by the hank, got 4 per cent. to 5
per cent. in turn from the Government.

Hon. C. G. Lathamn: And the banks held
the bonds as security.

Mr. IF. C. L. SMITH: Whether they did
or not-

Hon. C. ft. Lathani: They did.

Mr. F. C. TL. SMITH: - there is the pro-
position, 3 per cent, payable by the banks,
which charged their customers 4 per cent.,
while the customers were paid by the Gov-
ernment 4 V per cent. to 5 per cent. The
point I desire to emuphasise is that the right
could be exercised by the banks at will;
the banks were not obliged to exercise it.
Sir Earle Page said that the banks only
exercised their right to secure three notes
for one sovereign to the extent of
£2,O00,00. As I pointed out when quoting
Sir Earle Page, the banks could get the
notes, if needed. If the right were exer-
cised by the banks, it coat them money,
because they had to pay interest; but,

mnerely as rights, they could be added to
the cash reserves of the banks for the
creation of additional credit. In the same
speech Sir Earle Page said-

Rlut-c the Notes Board hats been in ebarge
of the issue, inny of the rights of the banks
to get advances have ceased to exist. The
board was euonvinced that the banks had built
credit on their rights to get notes just as
freely as thcry would have done if the notes
acualinly had beeni in their own possession.

ft is that kind of financing for Government
requirements that I object to, especially in
war time. The motion says the com-
munity's credit requirements should be
created by the community's instrument of
credit creation, the Commonwealth Bank,
at no cost to the community. The follow-
ing quotation from the London "Econo-
mist," a financial journal known through-
out the world, is, I think, particularly ap-
plicable:

It was suggested last week that for gena-
Inc savings the Government should offer about
3 per cent. There would be no justification
whatever for the payment of so high a rate
on created credit. 'Normally, when a bank
creates credit by malking an advance on good
security, it is performing the necessary and
valuable function of turning illiquid wealth
into liquid credit, and it is entitled to the go-
ing rate of remuoneration for that service. But
in the circunistaneos here envisaged, it would
he the community's credit that would be
liquefied. . .

Mr. Marshall: Get that!

Mr. F. C. L. SMITH: The quotation con-
tinues-

....and the community, represented by tLM
Exchequer, wiuld be entitled to require that
the rate of interest should he no more than
the cost of handling the funds, say, half per
rent. per annum.

Mr. Marshall: What a difference!

Mr. F. C. L. SMITH: That is a very im-
portant admission made by this leading
financial journal. It avers and it argues
that credit on the community's credit-the
resources of the community, the develop-
ment of public utilities, the taxable capacity
of the community-should he made avail-
absle to the eimumunity akt the cost of hand-
linrI the funds.

Hon. C. G. Lathanm: To what extent?
Mr. F. C. L. SMITH: To any extent

that is required.
Hon. C. (T. Latham: An unlimited ex-

tent?
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Mr. F. C. L. SMITH: I should say that
there should be rio limit while we are en-
gaged in war.

Hon. 0. G. Latham: Of course not.
Mr. F. C. L. SMITH: The contingencies

of war will measure the extent of our credit
requirements.

Mr. Marshall: Quite right.
Mr. F. C. IL. SMITH: As far as peace

time is concerned, the question of finance
will have to be submitted to the test of
commonsense and experience. I know it
will be said-it has been said often before
-that interet-free Government-created
credit will lead to inflation. This word "in-
flation" is a great bogey. Personally, I
believe it would lead to inflation, because
I feel we can soy with absolute confidence
that if the total amount of money in the
community is increased, then the propor-
tion of it that is being used for making
purchases at any given time will be cor-
respondingly increased. Unless there was
a corresponding increase in the production
of goods flowing to mreet the money
flowing to meet them in exchange, in-
evitably there wvould be a rise in the gen-
eral price level. Another factor with re-
gard to money is that its value varies pre-
cisely in proportion to its quantity. That
is something that does not apply to any
other commodity. Scientific thought upon
that point has reached fairly definite con-
clusions, but notwithstanding these and not-
withstanding the large amount of paper
money issued by Governments during the
last wvar, statesmen and legislators still
sought to maintain the fiction that the cur-
rency unit remained unaltered. In my
opinion, the chief point to be considered
with regard to this motion is that if infla-
tion follows the creation of credit and
prices rise, whether they will not rise just
the same if the credit is created by banks
at fixed charges, as they will if created
interest free on behalf of the community.
There could be no difference in the effect
it wvould have on prices and on production.
During the 1914-18 war with all the facili-
ties for credit creation in the hands of pri-
vate enterprise and private institutions, in-
flation occurred and prices rose. Sir Earle
Page, in the speech to which I have re-
ferred, said-

The flotation of big war loans in Austin-lia, as in other countries, was rendered pos-
silble by the continued inflation of the note

issue from £E9,600,000 to £59,000,000. With in-
flation, price levels rose, as was to be expected,
from 100 in 1913 to 247 in 1920.

There is another point on the question of
inflation, although I seem to be in conflict
with the member for East Perth. This is
that inflation is the common experience in
every trade cycle. Professor Irving Fisher,
a well-knowni authority of the United
States of America said-

Abundance and scarcity of goods have never
sulbstantially moved the p~rice level, which
please remember is an average, but inflation
and deflation hove from times immemorial
moved it up and down, like a child's skipping
rope.

What people do not seem to recognise,
particularly during a depression or a
slump, when deflation takes place, is that
inflation occurs during a period of boom.
As a matter of fact, during a boom period,
not only is there a greater supp~ly of the
means of payment but a greater volume of
transactions, and prices rise in consequence.
Hence a greater increase in the assets
created. The problem that confronts us,
in the final analysis, is what procedure
should the Government adopt to create its
credit requirements free of debt?7

Hon. W. D. Johnson: The State Gov-
ernment?

Mr. F. C. L. SMITH: I think the mat-
ter of 'banking reposes with the Common-
wealth.

Hon. W. D. Johnson: Of course it does.
Mr. F. C. L. SMITH: Then what pro-

cedure should the Commonwealth adopt to
create its credit requirenients free of debt?
Sir Earle Page, in his interesting speech,
said-

Banking policy aimed at the maintenance of
the interests of the community often requires
a sacrifice of or abstention from profit and,
without any reflection upon the individual
banks, I submit it is too much to ask that the
ordinary banker shall exercise the self-denial
which is involved.

So the question arises, should the ordinary
hanker be compelled, in a national emer-
gency, to exercise the self-denial which is
involved? If the answer to that question
is in the affirmative, the next question is,
how far should the compulsion go? Should
all the credit be Government-created credit,
or should the credit-creating facilities still
be left in the hands of the private trading
institutions and should they be compelled to
issue the credit requirements of the common-
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ity created on Community credit at the cost
of handling the funds?~ Personally, I think
that if it is unjust to charge more than
handling funds for the creation of credit
that is based upon the community credit
to meet the necessities of war, then it would
be unjust to charge more than handling
funds for credit created and extended to
enterprises engaged in the production of
the necessary commodities of war.

While I bold those beliefs, I realise that
the problem confronting the Government in
trying to give effect to the terms of the hon.
memiber's motion, with practically all the
banking structure in the hands of private
enterprise, is bristling with difficulties. The
Commonwealth Bank is a central bank, ai
bank for bankers. It is not a trading bank
in the ordinary acceptance of the term. If
it is a trading bank, it does not exercise
that function to any great extent. There-
fore it seems to me that if the Common-
wealth Government wishes to create a credit
in its account sufficient to finance its war
expenditure, a very difficult problem is
raised, one that I personally cannot solve.
I know that the Government could do much
as it did during the 1914-18 war, that is, if
it could get the Notes Board to agree to an
increase of the note issue, and could create
credit for the purpose by paying those notes
into its account in the Commonwealth Bank
and draw cheques against the credit to meet
its obligations. But we hare to remember
in that connection that all the banking that
is done by members of the trading com-
munity, who would be supplying the Govi-
ermnent. and receiving the Government's
cheques in payment for services rendered
and goods supplied, would have their ac-
counts at the private banks, and so the
notes issued would ultimately find their way
into the coffers of the private trading banks.
If, on the other hand, it was said that the
Commonwealth Bank could create a credit
without a note issue, against which the Com-
monwealth Government could draw cheques,
the Commonwealth Bank could assume the
liabilities of the Government to a certain
extent and pay the creditors while the
ebeques that wonld he paid them would be
paid into the private trading banks, that is,
under the existing banking structure of
Australia.

The adverse exchange between the banks
would be much the same in this war as it
was in 1914-18, and so it would have to be

met by a note issue. The Note Board isn
those circumstances would have to agree tc
a further note issue in order that the ad-
verse 'exchange between the Associated
Banks and the Commonwealth Bank could
he met. Another thing that 1 cannot see
clearly is the effect this would have on cur-
rency stability and the economic life of the
community. It would represent an injectior
of fresh capital into the community. If the
G3overnment's requirements were financed
by the issue of free credit, it seems to me
this would ignore the possibility of attract-
ing the savings of the people into wat
loans, and would leave those savings firet
to wake demands upon other production
which would be detrimental to andi to the
disadvantage of the interests of the Corn-
monwealth engaged in a war.

I would hazard a guess that of the lasi
wvar loan of £20,000,000 raised by the Coin-
monwealth Government, no less that
£15,000,000 would have represented the say.
ings of the people and probably only abon'
£5,000,000 would have represented bank.
created credit. Of course, lnter on, as inore
loans are floated, the proportions will Ix
different. In time these notes would fine
their way into the coffers of the private tradl
ing banks, just as they did during the 1914-
18 war, and the private banks would ther
have increasing supplies of legal tendei
holdings and extending facilities for the crc,
ation of credit, and as they were denied thn
opportunity of financing the Government'!
-requirements, they would have diminishinj
opportunities for extending credit. Ru
credit extension is what the banks live on
that is their source of profit, and so then
would endeavour to extend credit. The
would encourage the extension of credits
seeing that their facilities to create then
had been increased. They would probabl2
encourage this by lowering interest rates
and so the supply of means of payment hi
the community would be greatly aug
mented. This, I think, would have a detri
mental effect upon the price level gener
ally.

If the banking system was nationalised
an entirely different position would be se
up. The interest-free credit would prob
ably be extended in mnch the same man
ner as has been suggested, but the centra
authority controlling the national ban]
would have the control of all. ced it eX
tensions and could minimise the extensiox
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of credit by charging high interest rates.
This authority would not be actuated in
its policy by a desire for profit, nor would
it be actuated by a need for profit. So
the matter could be well controlled if bank-
ing were nationalised. It could be con-
trolled to the extent of advancing credits
only for the purpose of encouraging pro-
duction that was absolutely essential to our
war effort and denying credit that was re-
quired for other kinds of production. Thus
an entirely different set of circumstances
would be brought about if the whole bank-
ing structure was nationalised, as compared
with what exists at present when the
greater part of the banking structure is
in the hands of private enterprise.

I do not wish to be at all dogmatic on
this question of money, because, as I indi-
cated at the outset, I have always found
it a most difficult subject. Any member
who has made a study of the subject wili
agree that it is both abstruse and complex.
The further I go into it, the more I realise
how little I know of it. It is a subject
full of pitfalls. In the early stages of
examination, I thought I had the whole
thing right when I discovered that banks
did create credit, but later I found out
that banks bad been creating credit since
the old day' s of Babylon when payments even
to distant places were made by means of
orders drawn upon bank deposits. While
I am prepared to condemn as a principle the
rights of private banks to create credit at
high interest rates, either to Governments
or individuals, I am not so foolish as not
to know that the possibilities in that
direction represent a development that
is the outcome of long experience,
and that experience is required to operate
it. I support the motion because I know,
or feel, that to some extent what is aimed
at by it has already been dlone, and that
quite possibly the absolute national cob
trol of the banking structure will be fur-
ther extended. But I regard those who
are active in advocating the reforms per-
taining to the monetary system as being
the pioneers of a movement that may at-
tain its objective in a hundred or two hun-
dred years' time from now.

Hon. W. D. Johnson: What about New
Zealand?

Mr. F..L. SMITH: That remark applies
even t o New Zealana. Certainly New Zea-
land took over the Reserve Bank which was

established by an earlier Government, with
hailf of the shares held by private enter-
prise. The present Government bought the
shareholders out and established the Cen-
tral Bank. I know that New Zealand has
made great strides in certain directions.
The last time the Dominion went on the
London market for a loan, it was not so
popular an oversea debtor as it had been
when a Government of a different com-
plexion was in office there. I know that
New Zealand's loan conversion require-
mnents were met by short-term conversions.
Those short-term loans resulted in a tighter
grip upon the debtor and increased oppor-
tunities for dictating, in some directions,
the policy pursued by a particular country
in connection with banking. In point of
fact, an ambassador was sent out to New
Zealand from Great Britain for the purpose
of informing the Dominion Government of
British views on the monetary policy of
New Zealand. Therefore I repeat that the
monetary policy of a country can have
far-reaching repercussions. However, I
shall not discuss that phase at this june-
ture. I know what took place when the
Commonwealth Government went on the
market for a conversion loan not so many
years ago. At that time New Zealand was
a highly popular oversee debtor and the
London financial journals were filed with
laudatory remarks on the people of New
Zealand and their Government, and were
condenatory of the Australian Common-
wealth in view of the possibilities of Mr.
Lang for the purpose of discrediting Aus-
tralia in the loan market and compelling
us to accept short-term loans at higher
rates of interest. I know what can be done
overseas in connection with debts, and-I
know something about the power of debt
as an instrument of coercion in interna-
tional relations.

Hon. W. D. Johnson: The fact remains
that New Zealand is still trying.

Mr. F. C. L. SMITH: Quite so, and I hope
New Zealand will prove successful. But
I was talking about the pioneers of the
movement which I think might prove suc-
cessful in 200 years' time. I was moved
to say so by a remark of Sir Josiah Stamp,
who expressed the view that we are still in
the Stone Age of economics. But I would
like to learn more about the subject.

Hon. W. D. Johnson: Go to New Zealand.
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*Mr. F. C. L. SMITH: I have been there,
and not so very long ago. In fact, I dis-
cussed New Zealand banking policy with
one of the directors of the Reserve Bank,
the representative of the Government on
the board. But I do not know enough
about the matter to discuss it this even-
ing. It is not an easy matter to discuss
at any time on one's feet, this question of
banking and currency. It is a highly diffi-
cult question to discuss, and there is so
much to learn about it that one almost
forgets half as much as one has learnt.
However, I would like to know more about
the subject, and if the member for M1ur-
chison in his reply can give further infor-
mation upon it I shall be pleased to have
it. The hon. member who mnoved the motion
should seek the support of other members
by enlightening us all as to the procedure
he would adopt if lie were the Prime Min-
ister of a Government that was aiming to
put into practice the policy advocated by
the terms of the motion we have before us.

MR. HUGHES (East Perth) [8.36]: 1
move an aimendment-

That the following be added to the motion:
-'And this House further suggests that the
priinciple embodied in the above statement
could be given practical application in the fol-
lowing manner, which would be of great bene-
fit to the people of Western Australia in gen-
eral and in particular to those citizens of
Western Australia engaged in primary produc-
tion; that is to say, (a) by the Commonwealth
flank advancing to each primary producer who
so desires on first mortgage of his assets asum
sufficient to discharge any existing first mort-
gage, (b) such mortgage advance to carry in-
terest at I per cent, per annum, (e) the
principal of such mortgage advance to be re-
payable by annual payments equal to 4 per
cent thereof, subject to the suspension of such
principal repayments either wholly or partly
until the mortgagor's net income from the
mortgaged property exceeds the basic wage
after allowing adequate remuneration to those
members of the mortgagor's family engaged
in working the mortgaged property; (d1)
the Note Issue Department of the Common-
wealth Bank be kuthorised by necessary legis-
lation to issue to the General flanking De-
partment of such bank as and when required
Commonwealth notes equal to the sum ad-
vanced to any of the aforesaid mortgagors.1'

Hon. W. D. Johnson: And if not, why
not?

Mr. HUGHES: The member for Brown
Hill-Ivanhoe (Mr. F. C. L. Smith) wonted
to know what the memiber for Murchison

would (10 if he were the Prime Minister of
Australia. I do not know whether the mem-
ber- for Murchison ever contcinplat-s what
he would do if hie were a dictator, but I
suggest to the member for Brown Hill-
Ivanhoe that if I were a dictator I would
of course start by hmaging some people to
lamp posts, because that is the symbol of
the dictator's office, and surel 'y those who
were hanged would realise that their deaths
were pro bone publico. However, I. agree
with practically everything that the member
for Brown Hill-Ivanhoe has said, except
as to inflation. He said that hie and T dis-
agreed on the subject of inflation. I do not
know that we do.

One comnplaint I have algalinst the motion,
and against all books and treatises on
monetary' reformn and economies generally
that r have read, is that they are invariably'
too abstract, always dealing in abstraictions;
so that half-educated people like myself and
other ordinary* persons cannot get to grips
wvith the real basic pr-ineiples involved. I
consider that one difficulty we have in
understanding economies is that economists%
have created special terms which they use
in theu- books and which have only technical
meaning-s and so get lost in a fog of terms.
Some, people say that the banks create
credit, and others declare that banks mome-
tise fixed assets. So the matter is highly
difficult. I have always felt that many of
the professors wrriting on economics get
astray because they lack a training as
accountants. They always deal with these
problems from the purely theoretical side,
wherma had they been trained, and had
they practised, as, accountants, they would
have seen the problem from its practical
side. They always get away into these ab-
stract terms, and seem afraid to come down
to earth and tell the common people how the
theories would be applied to humanity in
everyday life. That is the difficulty I have
alway' s found in reading works on economies
and spending much time in studying auth-
orities on econoics in various countries of
the woirld. The question I always ask my-
self under those conditions is, "How does
that affect mie in the perennial struggle to
get a livingr as a citizen of Western Aus-
tralia?" The reply is always that those
details are to be worked out. tinfortunately,
most of us ean only understand something
that is put mip to us in relation to our everyV-
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lay life, and most of us ask the vital ques-
.in, "How is this going to affect met7"
That question I consider an entirely leg-iti-
mate one. Even economists declare that the
man who acts from intelligent self-interest,
generally acts tor the benefit of the country.

As regards the problem of credit, I hold
that various thuings said by the member for
Brown Hill-ivanhloe on what c reates credit
could be successfully refuted by an analysis
of the Commonwealth Bunk balane sheets
issued from year to year. Hler.- Is what I
understand to he the basis of banking-. It
is a fact that banks, take deposits from de-
positors and in doing so enter into a con-
traet. When a Bank takes money on current
account, it enters into a contract that on
demtand, on presentation of the depositor's
cheque, it will pay the money in currency.
And banks cannot do that. Although they
contract that they will pay the money
on demand, they lend the money out
on the security of assets, principally
realty if they can get it, and reserve
a very sniall proportion of their
total deposits in cash or legal tender.
It is hard to imagine a more dishonest pro-
ceeding according to commercial policy.
Here is a man who takes money and says
the individual can secure its return in cash
whenever he likes. On the contrary, he
immediately alienates his right to pay over
90 per cent. Thus it is not money at call
because when the individual lends that
money, he knows the position. If a man
has £600 out on mortgage over a freehold
property, and that money is payable on
demand, he knows very well when he leads
that money that the borrower cannot repay
it on demand. Obviously, he is aware of
that fact because he knows that if the bor-
ro-wer had £600 in cash, he would not re-
quire to raise £E600 and to pay 51/ per cent.
interest on that money. Therefore the
lender knows that his client could not re-
pay the amount on demand. Why is it that
bankers the world over are able to enter
into contracts that are payable on demand
and yet not be in a position to mieet such
demands, and at the same time very seldom
get into difficulties? The reason is that they
find by experience that the law of aver-
ages operates. The bankers, know that
if they take £100 from ten depositors, they
merely require to keep in reserve £7 or £8
in cash. Experience teaches that what "A"
draws out, "B" pays in. The banks know,

therefore, they need not worry about de-
positors' money being lodged for repayment
at call. The inistitutions know, on the basis
of tie law of averages, that not more than
5 per cent, of the delpositors will demand
ivj nYinent.

lion. C. G. L~athamn: With the Commn-
wealth Hanik there is protection, but if that
wern done solely through individual banks,
the position would not he as you suggest.

Mr. Jit'GBEM: I do not knew what pro-
tection the Commonwealth Bank provides
as a reserve bank.

Hon. C. G. l,athaus: The Commonwealth
Bank issues note,; and as, they are paid
in, they can be re-issued.

Mr. HUGHES: Re-issued against what?
Hon. C. 0. Lathamn: Against the securi-

tie s the baink holds.
Mr. HUGMES: Such as mortgages over

the properties of farmers!
Hon. C. G. Latham: The securities may

be Commonwealth bonds.
Mr. HUGHES: But the securities might

be mortgages over farming properties.
Hon. C. G. Latham: There will be very

little of that.
The Premier: No, they arc not very liquid.
Mr. HUGHES:- I do not know about the

ingress and egress of notes to and from the
Commonwealth Bank, but let members con-
sider the position regarding the Common-
wealth Savings Bank and see what that in-
stitution does. The Savings Bank contracts
with its depositors to repay upon demand
the money deposited with it. Quoting from
the "Commonwealth Year Book" No. 32 of
1939, I find on page 811 details regarding
the Commonwealth Savings Bank balance
sheet for the year ended the 30th June,
1938. On the liabilities side--I shall quote
round figures only-I find the bank had re-
servo funds totalling £3,000,000, depositors'
balances, £147,000,000, and other liabilities
representing £7,000,000. That shows that
the Commonwealth Savings Bank for that
year legally contracted to pay on demand
£147,000,000. If all the depositors exer-
cised their rights and made a demand on
the bank ,for payment, what would the hank
have with which to make those payments?
The balance sheet shows that the bank had
coin, cash balances and money at short call
totalling £11,000,000, and less than £C250,000
worth of Australian notes. Thus, if the de-
positors had demanded the £147,000,000 that
the hanik had contracted to repay, only about
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8 per cent. of that aggregate amount could
have been forthcoming. That is to say, the
bank could have paid out only £8 in every
£100. The result would have been that the
bank would have had to close its dooms,
jut as the Bank of England has had to do
on several occasions because of an insuffi-
ciency of currency in legal tender. That
course' had to be adopted despite the fact
that the banks had contracted to repay the
money on demand.

Hon. C. G. Lathamn: The bank could not
have lent out money at interest if it had re-
tained all that money in cash.

Mr. HUGHES: True. In those circum-
stances, the bank would not be able to let
the money out at interest. On the other
hand, why do those in control 'of our bank;,
being honest men, talk about contracts to
pay on demand? Why do not they say,
"We shall not be able to pay more than
8 per cent. of your money on demand? 7

The Premier: Because experience has
shown that they can continue on that basis.

Mr. HUGHES: Yes, the law of averages
has shown that what "A"' takes out, "B"
pays back, and in the ebb and flow the pos-
sibility is that the bank would have exactly
the same amount in cash at the 30th June,
1938, as at the beginning of the year' op-
erations.

Mr. Marshall: But that does not make
the business honest.

Hon. C. G. Latham: Tell us what hap-
pened regarding the Stnte Savings Bank?

Mr. HUGHES: I propose to do so. I
will tell the hon. member, as an er-Minister
of the Crown, what happened to the hank
under his very nose, and yet he did not un-
derstand. However, I am drawing attention
to the position regarding the Commonwealth
Savings Bank, and members may ask what
else it had beyond what I have referred to.
I find from the balance sheet published in
the Commonwealth Year Book that it had
£108,000,000 worth in Government seeuri-
ties and £33,000,000 worth in municipal and
other public securities.

The Premier: And if all those securities
had been placed on the market on one day,
irhat would hare been the result?

Mr. HUGHES: They would not have
been worth n shilling each. However, the
bank's main assets against the £147,000,000
worth of deposits, representing the amount
the bank was hound under contract to pay
on demand, comprised Commonwealth se-

curities and municipal bonds representing
v'alue of £140,000,000. What would be th
position if to-morrow morning depositor
made a claim for the payment of £20,000?

The Premier: They would be paid.
Mr. HUGHES: Paid with what?
The Premier: Out of money taken fror

the vaults and with notes.
Mr. HUGHES: But I have ahread:

pointed out the position as at the 30th Jun(
1938.

The Premier: But you spoke about
demand for £290,000.

M1r. HUGHES: I should have referre
to £11,000,000. If a demand were made fo
the payment of such an amount, theoretic
ally the bank would have to close its doon
btit it would not do so. All that would hap
pen would be that the hank authoritic
would go to the Note Issues Branch of tb
Commonwealth Bank and hand over th
necessary value of securities and obtain ai
equivalent amount in notes. Then the hani
would start paying out those notes unti
people got tired of drawing out their morie3
In England when people started a run oi
the banks the British Government printei
approximately £300,000,000 worth of note,-
and so the people found that they wer
getting notes for thpir deposits. The Bril
ish Government would have printed as
other £300,000,000 or £3,000,000,000 rathe
than Jet the Bank of Eingland close it
doors. That would have been quite soun
procedure. Assuming, for the sake of argu
ment, that a run. was made on the Coir
monwealth Bank and it was in need a
£147,000,000 to pay its depasitoi. Tb
hank would go along to the Notes Issu
Board and say, "Here is £147,000,00
worth of interest-bearing Government an
municipal bonds. Give us £147,000,000
exchange for them." As a business propos
tion, the Notes Issue Board would agree
it would issue notes to the amount c
£147,000,000 in exchange for the securitie!
It would ha beyond the ability of the Conr
monwealth Savings Bank to do that, hi
cause there is nothing to stabilise that ban
except the reserve power, if necessary, t
print notes. What happened in New Soot
Wales? In that State there was a run o
the State Savings Bank. That bank o(
en pied an unfortunate position; it had ]er
out its funds in the same way as otbe
hanks had, mainly in Government an
municipal securities. It had no reserv
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power to issue notes and could obtain no
money from the State Government. There-
fore, when the depositors demanded their
money, the State Savings Bank had no
mecans of quickly turning its fixed assets
into liquid capital and consequently had
to default. There was also talk of a run
on the State Savings Bank of Western
Australia, which was in exactly the same
position as the State Savings Bank of New
South Wales. It had a percentage of cash,
besides assets consisting of Government and
municipal securities, but no reserve power
to issue notes in exchange for them. Had
the depositors mrade a run on our State
Savings Bank, it would have defaulted.

The Premier: The depositors did make a
run on it.

Mr. HUGHES: But the bank did not
close its dooms; it managed to save the
situation. The Commonwealth Bank, which
had in the background the power to issue
notes through the Notes Issue Board, was
able to say to our State Government, "We
will take over the Western Australian Sav-
ings Bank and meet its commitments." The
Commonwealth Government could have met
any demand made by the depositors be-
cause of its reserve power to issue notes.
The Commonwealth also took over the State
Savings Bank of New South Wales for the
same reason. A curious thing happened at
that time. I think my figures are correct,
although it is about ten years since I made
the calculations. When our State Savings
Bank was in danger of defaunlting, it could
have paid Is. 10d. in the pound in cash;
hut it was handed over to the Common-
wealth Bank which, at that time, could pay
only is. ad. in the pound to its depositors.
So that the bank that could pay Is. 10d. in
the pound was saved because it was ab-
sorbed by a hank that could pay only Is.
3d. in the pound!

Hon. W. D. Johnson interjected.
Mr. HUGHES: I do not think the pri-

rate banks had anything to do with the
matter.

Hron. W. D. Johnson: The people took
the money' out of the Savings Bank and
deposited it with the private banks. The
private banks had a messenger running to
and from the State Savings Bank.

Mr. HUGHES: That could not have
lasted more than 24 hours. The private
banks went to the assistance of the Sav-
ings Bank to a limited extent. Had that

run continued for three days, there would
have been a run also on the private banks,
which were in exactly the same position.

Hon. W. D). Johnson: No. It was after
the Commonwealth Bank had taken over
the State Savings Bank that the private
banks went to the rescue.

'Mr. HUGHES: I think the hon. mem-
ber will find that when the run was made
the private banks had some cash which they
made available on the spot. They did so
because had the run continued on the sav-
ings bank, it would have extended also to
the private banks. Of course, the Com-
monwealth Bank would also have been in
the same position but for its power to print
notes. Suppose all the depositors in the
Commonwealth Savings Bank decided to-
morrowv to withdraw the £147,000,000 held
on their behalf by the bank, what woldd
happen?

The Premier, It would not he secure.
Mr. HUGHES: That is so. They would

look for somewhere to place it in safety.
The principle is this: The depositors can
have their money, provided they do not all
want it at the same time. Four per cent.
or perhaps eight per cent. could be paid
out at the one time. it is quite secure,
because it is not at all likely that the total
amount will be demanded at the one time.
The basic principle is that if "A" with-
draws £,10 to pay to "B) "B" will prob-
ably pay it into the bank. Banking is
based on the law of averages. Insurance
companies are in exactly the same position.
No insurance company in Australia to-day
could meet its commitments if all its clients
died immediately.

The Premier: That is highly improbable;
in fact, almost impossible.

Mr. HUGHES: Once again the law of
averages comes into play. The insurance
company knows very well that it is unlikely
it will have to meet all its commitments
at the one time. Nevertheless, it enters
into a legal contract with every person it
insures to pay a certain amount at his
death or upon his attaining a stated age.
Tbere arc no rescrvations~ at all in the
contract.

The Premier: Insurance companies know
that all their clients will not die at the
same time.

Mr. HUGHES: Why do they not make
reservations in their rolicit-T
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* The Premier: Because their experience
shows that that will not happen.

Mr. SPEAKER: Order! I eannot see
any reference to insurance in the motion.

Mr. HULGHES: I was illustrating the ar-
gument, The Commnonwealtlj Bank-not
the Commonwealth Savings Bank-had at
the 30th June about 4 j per cent. in cash
available to paty its depositors. It had
about half the percentage that the Savings
Bank had, hut not such a large proportion
of its assets was represented by Govern-
mnent bonds. It had assets in the way of
Government bonds and mursicipal securities,
,as well as trading securities.

Mr. Seward: And fixed deposits.
Mfr. HUGHES: Yes, but the fixed de-

posits arc invested. About 50 per cent.
of the total money lodged in all the banks
is at call on current account and the banks
are getting that interest free. If lhon.
members look at the Commonwealth Savings
Bank general balance sheet for the 30th
June, 1930, and at its profit and loss ac-
count, they will find that for six months
the note issue department made a profit of
half a million pounds. How could the note
issue department make a profit? Beca-use
it issued notes and charged interest for
them. If hon. members look at the note
issue return, they will find that against
about £66,000,000 worth of notes in cir-
culation there is £15,000,000 worth of gold
and nearly £50,000,000 is secured by de-
bentures. As a result of the notes issued
against those debentures, the department is
able to earn interest. So the note issue
department earned half a million pounds in
six months according to the last bank
statement and that half a million pounds
has,* been transferred to the general profit
and loss account of the Commonwealth
Bank.

The Premier: Some goes into sinking
f und.

Mr. HUGHES: It first goes into the pro-
fit and loss account at the national bank,
and then it is divided, some of it going
into the national debt sinking fund and
some to reserve. But the point is that the
Commonwealth Bank has no fears because
it is aware that although it has only 41,

per cent. to pay in cash, if there -were a
demand from current account, it could go
to the note issue department and say, " 4Give
us another £50,000,000. Here are 50,000,000

(iovernmeat. securities." The securitie
would be given to the note issue depart
went, which would then issue £C50,000,00
and charge interest on it, taking the ov
erment bonds as security for the advance
So the Commonwealth Bank would pay in
terest and the note issue department wou4
show a profit, and the note issue depart
went would then transfer the interest badl
to the Commonwealth Bank. The only pur
pose I can see in that is to pretend ti
people not specially trained in examininj
balance sheets that this is a commercia
transaction by means of which the not'
issue department is making a profit whiel
it subsequently transfers to the bank.

The stability of the bank rests on th4
reserve ipowecr to issue notes. There an
two other sources from which banks mak4
their profits. The main method of profit
making by banks is to lend money on over
draft to people who have assets. Interes
is charged to the people who have thu
assets. There are two first-class types o.
assets-Government bonds and first mont
gages on real estate. They are regardei
as so solid and suitable that trustees arq
allowed by law to lend trust funds agains
them and the banks have advanced cnorinoui
sums of money against property through
out Australia. If there were a bank crisis
they would surrender those securities foi
notes, and the note isue department wonir
probably make a profit. The bank takes
property worth, say, £E1,000 and advance
£600 against it on firnt mortgage, for whiel
it charges, 51'._' per rent. Tt says, "That i!
a first-class security not only for the me
payment of the principal but for repayinen
of the principal plus interest at 51/ pei
cent."7 I venture to say that there fire man
primary producers ini Australia to-day wh(
have paid more in interest for the mini
they have borrowed from banks during till
last 25 year% than the principal borrowed
They have only to pay interest for 20 yeari
at 5 per cent, to repay the whole of thi
principal. As a matter of fact, probabi
they would pay more than that. If it iD
good security for the principal plus thi
interest, surely it is better security for thu
principal plus a very low rate of interest

I suggest that the principle embodied ii
the motion could be given a practical appli
cation by the Commonwealth Bank adx-anc.
ig the whole of the money to buy out th4

first mortgages owing by primary produer.
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to-day. This, of course, would require an
amendment of Section 10 of the Common-
wealth Bank Act to allow the note issue
department to issue against first mortgages
on real estate.

The Premier: But the first mortgages are
higher than the equity.

31r. HUGHES: Twenty shillings in the
pound would not have to he paid for a first
mortgage. Take the case of a farmer who
has a property worth £4,000 and a mort-.
gage of £5,000. He knows be can get the
money to repay the bank. He does not,
however, go to the bank and say, "Ij can
get £5,000 and will pay off your mortgage."
11e says, "I owe you £4,000 on first Mort-
gage, and my property is worth only £1,500;
how much will you take for your first mort-
gagoe?" if the property is really not worth
£5,500, the banker will say, "I will take
L3,500 cash." So the farmer can go along
and say, "Give me £3.,500," and pay the
mortgage. The banks wvould probably he
glad to get some of these accounts off their
booksq.

The Premier: No, they would not.
Mir. Seward: How would the Common-

wealth Bank get on!
Mr. ]HUGHES: Let us assume that the

bank took over a mortgage for £3,500 on a
property on which it had pr-eviously ad-
vanced £5,000.

Mr. Seward:- And it is worth £C1,500!I
Mr. HUOHES: I did not say that.
Mr. Seward: Yes, you did.
Mr. HUGHES: I said nothing of the

sort. I said thak if the property w~s
worth £4,000 the farmer would say it was
worth £1,500, because he would want to
commence bargaining low. He would be a
fool if he did not. Or are farmers so im-
bued with honour that when they want to
bargain for at loan, they tell the banker
that the property is worth more than it
really is! If the Commonwealth Bank took
over the whole of the mortgages, it could
let them hare the money at 1 per cent. be-
cause there would be no nened for the bank
to have notes printed for the- whole of that
money. All it would need to do would be
to hare reserve power so that if and when
-note-, were required it could get them
quickly. So the bank could, with its re-

srepower, Lake over all the mortgages
of all the primary' producers, and the 1 per
eent. interest chargedl would pay for hand-
linir costs and create a reserve. Not-

withstanding ;all that has been said
about the depreciation of property I
venture to say that the financial
institutions have not lost 1 per cent.
of the principal of their first mortgages.
The second mortgagees and the unsecured
creditors are the people who have lost. So,
out of the 1 per cent. a reserve could be
created against possible losses. When the
credits were established, so long as there
was a reserve power to approach the note
issue department at any time and say,
"We want £,20,000,000; here is £20,000,000
worth of securities on the assets *of our
primary industries," there would be no risk
of default because, as the money went out,
so it would come in. A farmer whom we
will call "A" might receive £3,000, and if
he was a client of the bank, he would im-
mediately deposit the money in the bank.
That is being done in principle with the
note issue to-day, with the result that there
has been half-a-million of profit in the last
six months. So I say the farmers should
have the money at 1 per cent. But it
would not be wvise to tell them that they
could have the money at 1 per cent. with-
out the repayment of principal. I could
produce any number of farmers who are
paying 5 per cent. interest to the banks,
and, who have to pay it. If the interest
falls into arrears, their position becomes
worse because the bank at the end of the
year debits the client's account with the
interest arrears and charges compound in-
terest. Compound interest is something
that the law will not allow moneylenders to
charge, but the banks charge it to primary
producers who arc struggling to sustain an
essential industry.

Let the farmers pay 5 per cent, hut re-
ceive a credit of 4 per cent. against the
principal. If, during the year, the Corn-
-monvacaith Bailk had: to get £20,000,000
worth of notes to meet the currency re-
quirements and if aS a result of the pay-
ment of the 4 per cent. it received £5,000,000
in notes, that amount would he withdrawn
from circulation. As the money was re-
ceived, so the note issue would he reduced
and, of course, it would be expanded as
money was required. Thus there would be
a completely controlled plan of economy
based on the fact that we were prepared to
issue currency against first mortgages of
real estate--the best security in the world.
No economist ever denied that first mort-
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gage of real estate is the best security. It
is better than Government honds because
they are §pt to be repudiated. All over
the 'world they were repudiated, but real
estate could never be repudiated. There
was as much land in Germany after the in-
flation period as there was before, and its
natural productive capacity did not dimin-
ish, but Government bonds went up in
smoke. Thus there would be the best se-
curity and the primary producers would be
afforded much-needed relief. I suggest to
the member for Piragelly that I would
undertake to go to his electorate and con-
vince nine farmers out of every ten that I
was right.

The Premier: But you have to convince
the bank, not the farmers.

Mr. HUGHES: That is so. Take the
other angle: Suppose the mortgages were
taken over, this would put the Associated
Banks to a fine test, If we talk to a banker
about the indebtedness of farmers, he says,
"I wish we had no farmers' accounts; we
would be glad to get rid of them.' Here is
a proposition that would please the bankers
100 per cent.; they would get rid of all
their primary producers' overdrafts. Could
anything be more pleasing to them?

Mr. Mann: They would be out of busi-
ness in a few weeks.

Mr. HUGHES: The moment the mort-
gage money was paid off, the banks would
find themselves in possession of many mil-
lions of repaid money and would be look-
ing for investments in which to place that
money so that it could earn interest. Prac-
tically the only investments they could get
at the present time would be Government
bonds, and the Commonwealth Government
would not pay 33/ per cent, or 4 per cent.
interest if the money miarket had eased.
If there was a plentiful supply of cheap
money, the Commonwealth certainly would
not pay those rates. The bank;, of course,
would object to the scheme on the ground
that it would produce a surplus of money
which in turn would produce supply in -
cess of demand and bring about a reduc-
tion of interest rates.

The Premier: It would bring about in-
flation.

Mr. HUGHES: How would the reduc-
ing of interest bring about inflation?

The Premier: There would be too much
money with which to buy requirements.

Mr. HUGHES: I cannot see how any
more money would be available. The first
mortgages on the properties of primary pro-
ducers exist to-day and all are bearing in-
terest at 5 per cent. and upwards. By a pro-
ess of transferring them to another insti-
tution there would be no increase or de-
crease; we would merely be offering 1 per
cent, as compared with 5Y2r per cent. inter-
est. By paying off the mortgages to the banks,
a larger supply of money would be avail-
able for investment, and a consequence of
that would be a fall in interest rates. How
could that cause inflation?

Interest is a very vital part of the costs
of every manufacture;, every producer and
every dealer. As a matter of fact, we have
interest to the right of us, interest to the
left of us, interest all around us. The food
we eat and the clothes we wear have to bear
interest charges. Everywhere there are
interest charges. A man of my social status
buys a radio and has to pay interest be-
cause he gets it on time payment. Could
onything be more beneficial to the Common-
wealth of Australia than a substantial fall
in interest rates? I cannot see how that
would cause inflation. If we said we were
going to issue to the primary producing
community without any security at all, so
many milions of money and use the note
issue for the purpose, that would be infla-
tion, because the money would be issued
without any security behind it. If, on the
other hand, we issued the motley against a
good security, there would be no inflation at
all. It would amount to what the banks arc
doing to-day. The best illustration of in-
flation is as follows :-A mian may receive
£600 and spend it on a trip. He has nc
means of repaying the money, so that his
currency has become inflated, although it
cannot be recovered. if another man has
a block of land and wishes to put upon it n
house costing £1,000, and a sum of 160C
is advanced on first mortgvage as the house
is being built, that is not inflation. The LO60t)
advanced on the house is represented by a
utility asset. That is the difference between
inflation and advancingi money against
security.

The Premier: If the banks cannot invesi
in securities, they will have to buy some-
thing, with their money-

Mr. flUGHES: Interest rates would thtzi
come down. Rents, for instance, could not
go up- because that would be prevented by
the Price Fixing Commissioner. Suppose
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here was a rise in prices; would that be
nebh a disastrous thing? I do not think it
srould he disastrous. A rise in prices would
Pe followed by an increase in the basic
rage.

Hon. C, G. Latham: Would you not then
lefeat your own object?

Mr. HUGHES: I would be indebted t.
inyone -who could show me why the Corn-
nonweaith Bank and the State Government
-annot do directly what private individnath
tud private banks are doing indirectly.

Mr. Watts: An increase in prices would
)e detrimental to primary producers.

Mr. HUGHES: The rise might be in th.
price of their particular commodities.

Mr. Seward: They have to sell their goods
an the world's market.

Mr. Watts: Your scheme will not affect
the export market.

Mr. HUGHES: If the hon. member would
read Lloyd George's book on war debts and
reparations, he would see the difference be-
tween the internal adjustment of currency
and dealing with overseas goods. The only
means whereby wse can pay our interest over-
seas is through the medium of wheat, wool
and gold, and such other commodities as the
world is willing to take from us. What-
ever we do internally has no bearing upon
what we do externally. Lloyd George ex-
plained that when dealing with the attempt
to make Germany pay reparations while
at the same time preventing that country
from exporting its manufactured gooas.

Hon. C. G. Lathamn: He was part of that
arrangement.

Mr. HUGHES: By 1923 Lloyd. George
saw what had happened at Versailles.

Hon. C. G. Lathamn: He knew that before-
hand, but wanted to placate his public.

Mr. HUGHES: I know what he said
later when he wrote his book on war debts
and reparations. He pointed out that
within the borders of Germany, and any
other country situated in a similar manner,
it was possible to adjust internal commerce
and currency and so distribute the 'burden,
but that so far as external debts were con-
cerned it was only possible to pay them by
goods that were exported to other parts of
the world.

The Premier: Those countries could have
borrowed money. The United States. lent
enormous sums to Germany.

Mr. HU(GHES: It was the final death
knell to reparations. Streseman told the

financial powers that Germany could not
pay more than £150,000,000. They origin-
ally came down to £660,000,000, but when
Streseman at the final conference explained
that L150,000,000 was all that Germany
could pay, the English bankers agreed to
accept it, having already wiped out
£C200,000,000 of debts. They also praised
Streseman for his frankness and lent him
£150,000,000 with which to pay the debts.
I do not know whether that money was ever
repaid. The financiers, of Great Britain,
France and America thanked Streseman for
his exposition of the case and accepted it.
That was the death knell to reparations.
He was able to point out that Germany
could not export its commodities outside its
own boundaries, and asked how it could
pay reparations when it had no gold and
nothing but the commodities it manufac-
tured. He said, "If you wvill not take those
commodities, how can we pay our debt to
you?"l

The Premier: They had £80,000,000 in
potential customs.

Mr. HUGHES: America came badly out
of the deal. It lent large sums of money to
Germany but Germany defaulted. America
then found so much money was owing to
it from Europe that unless it lent still more
money to Europe, its debts could not be
repaid.

Mr. Marshall: That is the position in
which the Commonwealth Government finds
itself; it cannot pay without borrowing
more money.

Mr, HUGHES: I cannot see how the
transference of existing first mortgagees
from one creditor to another will inflate
prices. I suggest there is a practical way
of assisting primary industries in this State
in particular and of Australia in general.
All mny contentions may he wrong and based
on false premises, and, even if they are
founded on right premises, I may arrive at
wrong conclusions. Let members show me
in what manner my proposition will injure
the primary producers.

.Mr. Patrick: Show us how it- will profit
them.

Hon. C. 0. Latham:- You are only mis-
leading them.

The Premier: Show me how the bank
would help them.

Mr. HUGHES: The Commonwealth Par-
liament would have to do that, and this
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motion asks it to provide the necessary
asFsistance.

The Premier: Show us how we could get
results.

Mr. HUGHES: We could get results
only by wuing the p)ower that is vested in
the Commonwealth Parliament.

Hon. AT. D. Johnson: Of what use is it
to talk to us? Why not appear at the bar
of the Federal House?

Mr. HUGHES: Of what use is the
motion? I am prepared to make one of
five members to present our case to the
Prime Minister by way of deputation.

Hon. W. D. Johnson: That is a practical
suggestion.

Mr. HUGHES: Will the bon. member
make one?

Hon. W. D. Johnson: I know nothing-
about the subject.

Mr. HUGHES: Then I am so far in it -
vance of my army that the reinforcements;
have arrived before I have started. I think
I could explain the matter to Mr. Menzics,
and could convince him if I had time.

The Premier: You require to have a
Labour Government in office before you can
do that.

Mr. HUGHES: 1 am not sure about that.
The motion is a siiggeation from this House
to the Prime M1inister. It is something of
a constructive natn' that will be of assist-
anee to Australia in general and this State
in 1particular. I should like to see the House
appoint a deputation of five members to
tprescnt the ease to the Prime Minister, if
lthe motion is; carried.

The Premier : .Stippose lie was too busy,
or had something more important to do?

21r. II1'crHES: I do not think, if five
members went about it in the right way,
thev Prime Minister wvould refue to see them.

i'he Premier: He mighYt he too busy' .
Mr. HUGHES! Ak motion similar to this

was carried last year. WVere we not genuine
then?

Mv. Wntts: There is nothinz, About this
in v'nmr amendment.

'Mr. HIUGHfES: That is an addition to
thie inotion. The object is to present the
Inottifht to the Prime Minister as, the eon-

ieidopinion of 50 of the most intelligent
citizens of Western Australia. The depun-
tation would say to the Prime Minister.
"We have gone carefully into this matter
and have called on all the knowledge avail-

able in our Legislative Assembly, and we
have come to the conclusion that this pro-
posal will be beneficial to Australia."

Hon. W. DI. Johnson:- You did that last
year, and you aire doing it this year. Will
you do it next year.P

Mr. HUGHES: I will state what I think
ought to be clone. If the House carries a
motion that something shall be done and
the Premier does not do it, we should im-
mediately carry a vote of want of confidence
in him and turn him out of office. If the
Premier will not give effect to a resolution
of the House, he assumes a dictatorship and
defies the highest authority in the land.

The Premier: Will the 'House carry this
motionsI

Mr. HUGHES:- I am willing to support
the member for Guildford-M1idland (Hou.
IV. D. Johnson).

Hon. W. DI. Johnson: Why bring me into
it? I have not said a word yet.

The Premier: The resolution will be for-
warded in whatever form it may be passed.

Mr. HUGHES: That is the maximium
effort this legislature can make. We can put
forward our considered opinion to the Com-
monwealth. That is all we can do, and that
is all we can expect to be done. Personally
I would like to see the resolution supported
by a deputation of five members to present
the case to the Prime Minister.

Ron. W. D. Johnson:, You can go before
the Disabilities Commission.

Mr. HUGHES: I doubt if this is a matter
for the Disabilities Commission. If we went
before that Commission with a proposition
like this its members would immediately
say that it did not come within their scope.

'Mr. SPEAKER: Order! There is nothing
in the motion dealing with the Disabilities
Commission.

The Premier: We could go before a
representative of the Commonwealth in this
State.

'Mr. HUGHES: I consider that if we go
before anyone. wt- should go before the
Prime Minister. That is the suggestion I
have to offer, probably starting- from wrong
premises and arriving at incorrect conclu-
sions. r shall he most happy if any mew-
her will explain to me where my proposal
is wropL-. and I shall he happier still if he
then wvill, after demolishing my proposal,
propound one that is uracticaf 'knd will givt-
effect to what we all desire. In the main
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we are all seeking the same objective. It
is easy to say, " Oh, that is wrong." That
is a weakness of the Leader of the Opposi-
tion. He thinks that if he issues his fiat
that something is wrong, that is the end of
it. I hold that one who condemns a pro-
posal when wye are trying to solve some
problem has a moral obligation to pro-
pound something in its place. Mere Begs,-
tive criticism is not enough. I have little
doubt that I could convince the farmers
and primar4 produem generally of Aus-
tralia that I am right, and that those who
say I am not right are wvrong.

Hon. W. D. Johnson: Why not go on the
Esplanade I

M r. HUGHES: No; I shall go into the
centres of the farming comnlunit3 I yen.
ture the opinion that it would be quite
safe for tue to go to York and addrese to a
public meeting the views I have propounded
here.

Hon. C. a. Latham: Quite safe. The
York people are civilised people.

Mr, HUJGHES: Then, obviously, people
cannot always be judged by their represen-
tatives.

Hon. C. G. Latham: I hope the East Perth
people cannot.

Mr. HUGHES: I have much pleasure ix.
.submitting my amendment, and I shall
have greater pleasure upon hearing what
practical scheme those who say my pro-
posal is wvrong have to substitute for it.

HON. 0. G. LATHAM (York) [9.42] : I
move an amendment on the amendment-

That the following words he added to tme
.amendment:-

Rut if this proposal is objected to, on the
ground that by payment off of nil first mort-
gages, there wvould be so great a decrease in
interest rates that the income of lenders parti-
cularly of trust estates and small investors
would -De so substantially reduced as to create
hardship, or if for other reasons the proceed-
ing to operation of these proposals is liksly
to be delayed, this House, bearing in mind
that so far as the rural industries are con-
cerned, the day of adjustment cannot be de-
loyed, urgently requests the Federal Govern-
ment immediately to give consideration to the
provision of money to enable* the debts of
rural mortgagors to be written down to 75
per cent, of the ascertained value of theirsecurity, such fund to be expended in paying
to the mortgagees concerned the difference be-
tween the 75 per cent, of the mortgage debt

an1 the value of the property; the balance
of the debt (if any) above such value to be
then written off without compensation.
What I aa tonerned about is that it might
take forty or even a hundred years to give
effect to the motion before us now. I am
most desirous, and I think the great ma-
jority of members of this House are de-
sirous, that some immediate relief should
be afforded to the people for whom the
member for East Perth is so deeply con-
cerned, namely those engaged in the rural
industries of the State. It is no use asking
for something that is not obtainable if we
can get something on the instalment plan.
I believe this House is just as likely to agree
to the instalment as to the entire request
advanced by the member for East Perth.
I listened attentively to the speech
of the member for Murchison (Mr.
Marshall) in moving the motion. I lis-
tened very attentively also to the remarks of
the member for Irwin-Moore (Mr. Berry).
I beard the very excellent speech of the
member for Brown Hill-Ivanhoe (Mr. F.
C. L. Smith), and I agree with the senti-
ments expressed by him. Lastly I have
listened to a long and interesting speech
by the member for East Perth. But when
I look for a solution of the problem -of to-
day, I can see none whatever. After all,
like, I believe, many other members, I am
not prepared to swing a bait before the
necessitous farmer, such a bait as was used
by the sage of old to encourage his donkey
over a had road-a carrot held in front of'
the donkey's nose for about half a mile. I
know that to-day the farmer's position is
so desperate that he is willing to grasp at
any slightest thing offered him. What the
member for East Perth said in moving his
amendment is quite correct, that if he went
to any Part of the wheat belt to-day and
offered anything whatever, the farmers
would be prepared to accept it as a substi-
tute for their existing position. The posi-
tion is so desperate that we have no right
to trample on the feelings of the farmers or
to capitalise their misfortunes. What Par-
liament should do0 is to endeavour to pro-
vide snch tangible relief as it is possible
for us to make available. That is why I
have moved the further amendment in which
T ask the Government to go some distance
but not so far as the member for East Perth
suggests. I desire to deal with this matter
frankly. I know what is in the minds of
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the people in the country districts and I
really believe members of this House appre-
ciate the seriousness of the position. I am
not at all prepared to lplay on the feelings
of men who fiud themselves in such a des-
perate position.

On motion by Mgr. J. H. Smith, debate
adjourned.

BIIJLS (2)-RETURNED.

1, Income Tax Assessment Act Amend-
ment.

With amendments.

:2, Income Tax.
Without amendment.

f The Deputy Speaker took the Chair41

BILL--PROFlTEERING PREVENTION
ACT AMEWDMENT.

Second Reading.

MR. WATTS (Katanning) [9.481 in
moving the second -reading said:- The Bill
was introduced in another place and passed,
During the course of the debate, many ob-
servations were made concerning the Price
Fixing Commissioner operating under the
State Profiteering Prevention Act, some of
which were not of a complimentary nature.
While in approaching this matter I am de-
finitely of the opinion, regarding the sub-
jet I shall refer to, that the Price Fixing
Commissioner made a mistake, may I make
it quite plain at this juncture that I do not
subscribe to some of the observations con-
cerning that officer. It is possible for say
of us to make mistakes, and it is necessary
only for those mistakes; to be rectified either
by ourselves or by someone else. 'Members
will oil agree that the man who never makes
a mistake rarely attempts to dio anything.
With that view in mind, I approach a con-
sideration of the Bill.

The genesis of the measure waA the ac-
tion taken by the Price Fixing Commissioner
in July last regarding meat, whereby, by an
arrangement with the wholesale butchers,
-the prices of beef and mutton were fixed at

"/maxima. of 5y2d. and 6d. per lb respectively.
The situation in the agricultural areas dur-
ing the early part of this year was of such
a nature generally as to render it extremely

diflicult to provide decent quality meat for
sale in the metropolitan markets. Hand
feeding had to be resorted to in order that
farmers and graziers who were accustomed
to supplying the market with prime qual-
ity meat, could continue supplying to cus-
tomers an article worthy of distribution as
up to standard. The expense incurred was
very high. The cost of hand feeding, as
members no doubt will be aware without
their being told by me, probably ranged as
ig.h as 9s. a head. Particularly was that

so when it became necessary to provide large
quantities of hay, chaff and other materials
to keep the livestock in a reasonable condi-
tion for likely markets in the future, and
this at a time when no green feed was avail-
able and the rains refused to fall, so to
speak, until well into the winter month-,.

Before T proceed any further, I wish to
outline my attitude regarding profiteering.
1 contend that the legislation on the statute-
book is, generally speaking, very necessary.
It is useless for us to attempt to comfor;
ourselves with the idea that if left to
themselves those who have to sell at a profit
goods that they previously purchased from
others, are going to do so with any great
regard for the interests of the consumner..
It is only natural that they should endeav-
our to make the most they can get out of
the transaction. In wartimne there has been
in tile past-we have only to read the his-
tory of the 1914-18 war to he aware of the
fact-an inclination to ask for too great a
measure of profit on goods sold. It is use-
less for the price to the consumer to be
raised too high because, on the basis of
wage adjustment that prevails under our
Australian industrial laws, any incerease in
the cost of living- merely results in a cor-
responding increase in the basic wage, the
fixation of which in itself results in a further
increase in the cost of living, and so it goes
on oad infinitum. Thus it becomes necessary
to prevent as far aq possible the charging of
too great a price for a commodity. At the
same time, in considering what is to be done
regarding the fixation or control of prices,
it is always customary to take into consid-
eration the cost of producing the article
that is to be sold to the consumer. In re-
ard to the action taken by the Price Fixing
Commissioner, to whic-h I referred earlier
in my remark% so far as I Can ascertain,
and I think I am right in my contention,
prior to the action that was taken no at-
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tempt was made to give consideration, as it
would have been in regard to a manufac-
tured article, to the cost to the producer of
the article which he had for sale. That is
the first thing. In addition, the situation
was that the livestock, prior to being killed,
was being sold-as it always had been-at
public auction at Midland Junction. Auction
sales at Midland Junction are, as most mem-
bers know, the basis on which livestock is
p)urchased and sold in country districts,
whether privately or at auction. It is the
basis upon which country sales take place
during the following period. There was
little justification for the action taken at
that time, bearing in mind the fact that the
cost of production incurred by the pro-
ducer was not taken into consideration, and
that in any event the action was an inter-
ference with the sale of the article at a pub-
lic auction. It will be clear to members that
there cannot be any profiteering in the ac-
cepted meaning of that term in regard to
goods sold at public auction. We are always
inclined to the belief-I think a right one-
that, coimnensurate with supply and de-
mand, the price obtained at public auction
is fair and reasonable at the time. I would
point out that in the average year there is
always an uplift in price at livestock sales
at Midland Junction during the month of
May. This year that rise did not take
place until the month of July. It was then
that objection appeared to have been taken
by the master butchers to the prices which
they were paying, because in the middle of
July the following article appeared in the
"West Australian" newspaper:-

Meat Prices.
Commissioner Effects Reductions.

Retail butchers have been complaining that
owing to the high prices of beef and mutton
consumers have been restricting their par.
chases both in quantity and quality. Last
week many consumers informed butchers that
they could not afford to buy meat on the usual
basis of quantity and quality at the prices
then ruling.

Asked yesterday whether he was taking
action in tbe matter, the Deputy Prices Com-
missioner (Mr. W. A. White) said he had been
conferring with wholesale and retail butchers
with a view to easing the position. As a re-
sult of the discussions, the wholesale butchers
had agreed to charge retailers not more than
5%Ad. per lb. for beef by the carcass or side.This will result in a considerable reduction il
last wveek 's retail prices, as the wholesale price
reached 64 d. per lb. last week.

Bearing in mind what I said a moment ago
with regard to the fluctuation in price
which usually takes lIace in May, but this
year took place in July, we must realise
that throughout the greater part of the
year the prices of livestock at Midland
Junction are compratively low; and,
where hand-feeding was necessary, such
prices would certainly not be profitable.
About the beginning of June there com-
menced a rise which in the first week of
July reached a rather high level. I have
a graph which I propose to lay on the
Table, if I may, at the conclusion of my
remarks, so that hon. members can ascer-
tain for themselves the rise that took place
in the early part of July. The peak point
is just before the Price Fixing Commis-
sioner took action. Immediately lhe did so
the market fell; the graph shows a decline,
as members will see. The prices fell to a
level lower than those obtaining before any
rise took place.

The Minister for Lands: Was there no
other contributing cause?

Mr. WATTS: I am of opinion that this
was the chief contributing cause. It is ap-
parent that at the sale when high prices
were realised, the price was considerably
more than would justify 6d. per lb. as the
price from the wholesaler to the retailer for
mutton. As a matter of fact, subse-
quently-and after representations made
by the Primary Producers' Association
and others-within two or three weeks
the Deputy Price Fixing Commissioner
raised the price by 'A2d. per lb., making it
61/d. per lb. for mutton. I understood at
the time-and I still understand, although
I am open to be convinced by argument or
by evidence to the contrary-that when he
raised the price by 'A2d. after those repre-
sentations were wade, it was an admission
that the prices at auction had fallen in the
meantime, and that consequently there was
justification for the belief that his action
had depressed the price. In addition, it
appears to nie to be impossible to believe
that if the maximum price which the whole-
saler is to get from the retailer is fixed at
a certain figure-in this case 6d. per lb.-
the wholesaler, in making his bid at auction
for the article which afterwards he is going
to retail, wilt not take into consideration
the maximum figure he will receive from
the retailer. The wholesaler is not a philan-
thropist. Like all business men, he is out
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to make a proft in order that he may carry
on his business. Therefore, he will say to
himself, "The maximum price I can get is
so much; and so the maximum price I can
offer is so much." If the market price he
can obtain is reduced, then I submit that
automatically the maximum price he can
offer is also reduced. I submit that is what
happened in this case and that it is the
rev-on for the collapse in the prices imme-
diately after the price-fixing venture to
which I have referred.

Mr. Cross: What is your attitude-
The DEPUTY SPEAKER: Order!I Will

the member for Katanning kindly resume
his scat? There is far too much private
conversation being carried on in the Cham-
ber. There has been a continual buzz prac~-
tically the 'whole time the present speaker
has ben addressing the Chair. Hon. mem-
bers are quite out of order in standing
about the Chamber and in the alleyways.
The Standing Orders provide that members
shall keep their seats during debate. The
conversations that have been taking place
have prevented even me from hearing the
speaker. Such conversations must cease. I
shall not continually call members to order.
They should act with decorum -while a mem-
her is orderly addressing the Chair. The
member for Katanning may proceed.

Mr. WATTS: This measure seeks to pre-
vent a repetition of the process to which I
hiays' referred during the last ten minutes
and which, as I have submitted, has resulted
in substantial loss to a number of producers.
All the evidence points to that fact.

It will be recalled that in the parent Act
"'commodity" is defined. It is proposed by
the Bill to add to the definition a provision
to the effect that it shall not include any
agricultural or pastoral product, so long R

suhproduct is in the ownership or posses-
Pion of the grower or producer thereof and
has not passed into the ownership of an-
other person. Members will realise, there-
fore, that the definition of "commodity" in
the Act will not apply to a sheep or to any
agricultural or pastoral product of what-
ever nature so long as it is in the possession
and ownership of the farmer himself. If
s~.ch products are submitted to sale at a
p ublic auction, I would say that the owner-
ship would continue in the farmer until the
product was 'knocked down by the auc-
tioneer to the purchaser. The Act also pro-
vides that the Commissioner may declare a

price. I feel, as I said earlier, that it is
necessary to preserve, in the interests of
the consumer and of the public generally,
the right of the Commissioner to say that
there shall not he too great a margin of
profit made by any retailer or other person
who is disposing of goods which he has
puirchased.

Mr. Cross: Why not fix a price on the
farm?

Mx. WATTS: That is a more difficult
matter than the hon. member is aware of.

'Mr. Cross: The price of wheat is fixed.
Mr. WATTS: That is all right. The

Iprovision in the Bill is to allow the Comn-
missioner to fix a declared margin of profit.
If an article costs £El and the Commissioner
considers that 25 per cent. is a fair margin
of profit, then 25s. will be the price which
the purchaser will he entitled to obtain.
If the article costs £2 it is doubtful
whether the Commissioner would consider
215 per cent, was not too great a profit in
those circumstances. On the other hand,
he might consider that some greater per-
centnire was wnrranted. Whateve-r his be-
lief in that regard, the Bill makes pro-
vision, as hon. members will find in Clause
.), for different maximum margins of pro-
lit to be arranged upon various scalesi ats
set out or relatively to such standards of
measurement, weight, capacity or otherwise
as the Governor deems proper. It is there-
fore--and I 'want to make this "cry clear-
not intended by this Bill to prevent the
Price Fixing Commissioner from protecting-
the public from inordinately high prices
which may be charged by anyone. That is
ti- last thing we desire. I haive ex-
plained ily views on the Profiteerinw lPre-
vcntion Act and the conditions and cir-
cumstances which surround it, and I wane
that to be made perfectly clear..

There is also a provision ini the Bill that
the Commissioner shall not interfere with
or attempt to interfere with or influence
the prices or conditions at or under whichi
agricultural products are sold at public
auction. We contend that the Comm is-
sloner did not exercise his powers under
the profiteering Prevention Act to fix a
declared price in the manner contemplated
by the Act in regard to the particular conm-
mod ities we are discussing. What he did
do was--by an indirect method of arrange-
ment between the wholesale and retail
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butchers, without a proclamation, and with-
out invoking the aid of the Act-to enter
into an arrangement that definitely did
affect the prices which were paid at public
auction. We wish to prevent him from in-
terfering by such means in the future in
regard to the sale of such articles at public
auction. We wish to confine him to his
right to fix a declared margin of profit in
regard to the articles after they have been
purchased at the auction and not other-
wise. The Bill provides, complementary'
to the provisions of the parent Act in re-
gard to a declared price, that there shall
be penalties for failure to sell at the de-
clared margin of profit and for refusing to
sell reasonable quantities, just as there are
penalties with regard to a declared price
under the parent Act.

There is a part of the Bill I should per-
haps make plain and that is the portion of
Clause 5 which states, "There shall not be
a declared price for any commodity men-
tioned in the Schedule to this Act.'' The
Schedule comprises the words "cattle1,
sheep. pigs and other stock, the careases
or dead bodies of such animals when in-
tended for human .consumption: ineat,'
chaff. " It is my intention, if the Bill
reaches the Committee stage, to move an
amendment to that Schedule to provide
for the addition of the words "any other
commodity which the Governor may from
time to time by proclamation declare." It
seems to mec it may be desirable at some
time, at the discretion of the Commissioner
or the Governor, to include other commodi-
tics other than those mentioned in the
Schedule.

The Minister for Lands: Do not you want
to exclude any of those?

IMr-. WATTS: Not at the moment, though
I am prepared to give consideration to that.

The M1inister for Lands: The sponsor of
the Bill says so.

Mr. WATTS: I shall be glad to discuss
that with the Minister.

Mr. Cross: Do not you want the price
of chaff fixed?

Mr. WATTS: That is included in the
Schedule. However, we are not going to
pass the Bill to-night. This fixed maximum
margin of profit is intended to apply to
the commodities which I have just read

out and which are referred to in
the Schedule and I intend to move for
the addition of the words "ally other comn-
modity which the Governor may from time
to time by proclamation declare," with a
view to enabling the Minister or the depart-
muent to give consideration to any other com-
modity which it is deemed advisable should
be covered by this system.

I think I have made the major portion
of the Bill fairly plain but, in conclusion,
I would like to read a statement which ap-
peared in the "West Australian" and] was
made by a man well-known to this House,
of which he was formerly a member. [
refer to the Hon. P. D. Ferguson, who is
recognised as having a considerable knowv-
ledge of the agricultural industry. He wrote
to the "West Australian" in July as
follows:

A farmer had 500 wethera for sale last
November. The best price he could get for
them at that time was 15/ pet head. Rather
than accept this figure which left no margin
of profit for him, he decided to hold on to his
stock and submit them for sale at a later date.
By the provision of feed, lupins, oat;, bay,
and agistmcut at a cost of 6d. per head per

week he has been able to retain his wethers
till the present time. At last week's market
these sheep would have returned 35s. per head,
or a" increase of 20s. per head over the
November price. As I pointed out, the cost
in the meantime has been in the vicinity of
14%. per head or say 159. after providing for
natural losses. This would return a profit to
the farmer of 5s. per head as against the
November price, a not unreasonable expecta-
tion. lBnt as a result of the action of the
Price Fixing Commissioner the price of sheep
at Midland on Wednesday dropped approxi-
mately 10s. per bead 39 compared with last
week's price. This leaves the unfortunate
farmer with a loss of 59. per head instead of
a profit. This instance can be multiplied ad
infinitum.

I suggest that all producers' organizations,
stock firms, financial institutions, and others
interested should combine in an emphatic pro-
test tr, the Federal Price Fixing Commissioner
who could scarcely refuse to reverse the action
of the local Commissioner when all aspects of
the case were presented to him.

In case any hon. member may he in doubt
as to the views of the stock agents who sell
at Midland Junction, I would refer them to
the "West Austr-alian" of the same period
in which it was stated in the weekly report
of those gentlemen who act as stock-
brokers that there was no question in their
opinion that the action of the Price Fixing
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Commissioner contributed to the collapse in
prices at the previous sale. This measure, as I
have said, does not propose to deprive the
Commissioner of his power to protect the
consumer but only seeks to take from him
the right to do again that which be has done
in the past to the detriment of the primary
producer, who-struggling against a most
adverse season when there was only a
limited number of producers able to put on
the market prime stock for the purpose of
human consumption-found himself losing
money which he was entitled to have, as re-
ferred to in the letter from Mr. Ferguson,
without any inquiry having been made of
him as to what it had cost him to produce
this article for sale or what was a reason-
able price. I venture to Eay that in no
circumstances whatever would similar action,
or action with a similar result, have been
taken in regard to the product of a manu-
facturer or goods sold by a retailer that had
been acquired from a manufacturer without
the fullest inquiry as to what his costs were
and the reason why such a price should be
fixed by the Commissioner. In those
circumstances it appears to me that the
House will have little difficulty in agreeing
with another place that this measure is rea-
sonable and should receive favourable con-
sideration. I have much pleasure in mov-

That the Bill be now read a second time.

On motion by 'Minister for Lands, debate
adjourned.

Rouse adjourned at 10.16 p.m.

tegtelative council,
Thursday, 17th Oct ober, 1940.
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The PRESIDENT took the Chair at 4.310
p.m., and read prayers.

QUESTION-TROLLEY BUSES.

Restrictions onl Privately-owned Vehicles.

Hon. J. A. DIMMITT asked the Chief
Secretary: In view of the inability of the
trolley bus services to cater adequately for
the increased passenger traffic brought about
by petrol restrictions, will the Government
immediately remove the transport restric-
tions which prevent privately-owned and
operated buses and parlour cars fron, pick-
ing up and setting down passengers on
trolley bus routes?

The CHIEF SECRETARY replied:
No. It is not the intention of the Trans-
port Board to relax the conditions relating
to the taking up and setting down of pas-
sengers along the trolley bus route as the
Railway administration is making efforts to
cope with the problem of increased traffic.

QUESTION-PUBLIC BUILDINGS,
SITE.

As to Proposed New Road.

Hion. H. S. W. PARKER asked the Chief
Secretory: As regards the proposed public
road on the west side of the Christian Bro-
thers' College,

J, What is the estimated cost?
2, 'What lpurpose is it intended to serve?
:J, When is it proposed to build the road?
4, What authority will build the road?
5, What authority will pay for the road?

The CHIEF SECRETARY replied:
1, As it is very unlikely that this road
will be constructed in the near future, an
estimate has not been prepared. 2 (a), To
provide access to the public buildings at
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