1308

of this legislation he had been returned by
a bigger majority than ever before. We
must deal with things as we find them.
Last session we were ioundated by re-
quests from local governing bodies. It is
not & question of being directed by them.
They do not say that sort of thing to in-
dividual members, but merely request them
to do certain things. It is only right that
we should give earnest eonsideration to such
requests, We know the real difficultics that
confront those unpaid members of road
boards and municipalitics, 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 Sceretary that the
conntry authorities will not be affected by
this legislation. I may be regarded as un-
sophistieated 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. 1t
was deeided that we shonld not be ealled
upon to deal with 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

indolge in that kind of talk wunless
we hack it up with our actions. The
Government states that it wants the

money, and that loeal authorities in the
metropolitan area will not find themselves
in the position they imagine will be theirs.
I am awaiting an assurance from the Chicf
Secretary that country loea! authorities will
not suffer by veason of this iceasure. If he
ean give me ap assurance that that will be
the position, I will seriously consider giving
my vote in favour of the Bill.

On motion by the Honnrary Minister,
debate adjourned.

House adjourned at &4 pan
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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
80 when will the new price list be avail-
able? 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 connection therewith.

QUESTION—SEED WHEAT AND BAGS.
Farmers’ Requirements.

Mr. WATTS asked the Minister for Lands:
1, As a2 number of farmers will not obtain
seed wheat from their erops and practically
all wheat will this year be handled in bulk
are steps being taken—(a) to ascertain
what farmers will require seed wheat; (b)
to ensure that elean seed wheat in bags will
be available from farmers who will have it
available; (c) to compensate such last-men-
tioned farmers for the extra expense in-
eurred 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 epable seed wheat to he
sold by farmers possessing it?

The MINISTER FOR LANDS replied:
1, The Department of Agriculture and the
Agricultural Bank are dealing with these
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maiters. 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 Australiz’s behalf for discussion at
the Agricultural Council meeting.

QUESTION—COLLIE COAL, AVERAGE
PRICE.

Mr. WILSON t(asked 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, 19409

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—ALLOWANCES TO
ALIENS,

Mr. SEWARD asked the Minister for In-
dustrial Development: 1, Is it a faet 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 day? 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 the Commonwealth Authorities, are
assisted at the same rates as apply to other
families on the books of the Child Welfare
Department. Aliens not interncd are as-
sisted by the Unemployment Department in
the same manner as ordinary unemployed
men who are not on relief work, 2, The
differcnee is not becanse they are aliens.
The men on the books of the Unemploy-
ment Department have the opportunity to
obtain any work which may bhe offering,
whercas the women the Child Welfare De-
partment is assisting either have no bread-
winner or he is too ill to work.
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QUESTION--ABANDONED FARMS.

Mr. SEWARD asked the Minister for
Lands: 1, Sinee 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 seld? 2, What sum
of money has the Bank received in cash on
such sales? 3, What amount of commis-
sion has been paid to Goldsbrough Mort
& Co., Ltd., on those sales? 4, Have any of
the properties sold since heen forfeited or
abandoned by the purchaser? 5, If 50,
how many? 6, Of the properties sold, how
many were sold to adjoining owners$

The MINISTER FOR LANDS replied:
1, 694 properties, nine part properties. 2,
£35,391 1s. 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 file 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 sgainst
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 file concerning this matter.

LEAVE OF ABSENCE.

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

MOTION—ECONOMIC PROBLEMS.
Commonwealth Buank 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 vietory in the
present war, to provide proper funds for the
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future defence of Australia and to bring the
statidard of living approaching deeency is im-
possible under the present monetary system.
This Iouse therefore requests the Government
to forward to the Prime Minister of Australia
the following resolution passed by the As-
sembly lInst session, demanding that it be
given immediate effect to; and that other
State Premiers be requested to support it:—

In view of the deplorable state of our
primary industries and the ever inereasing
poverty and unemployment in our midst, the
uational eredit of the Commonwealth should
he used in the cause of defence, the primary
industries and the general welfars of the
people of Australin, by and through the
Commonwealth Bank without inflation or
any charge.

I sineerely hope that hon. members will not
imagine that I am sufferine from some ob-
session with regard to wmonetary reform, |
deliberalely forfeited my right to speak on
the Address-in-reply because 1 knew that I
would traverse the same ground when
moving this motion. If I say things which
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 disloval utterances, I believe
the position to be so critical that people
who think they can see some distance behind
the international sereen and are sure their
opinion is eorreet, would be guilty of a erime
in refraining from speaking their mind. 1t
15 wrong to hide the truth because of the
opinions that might be formed by people
whose mentality seems to be completely
smothered by patriotism.

Ar. Warner: We are
loyalty.

Mr. MARSHALL: 1 hope the hon. mewm-
ber speaks sineercly. The motion was -
spired by a desire tu help my fellow eitizens
in this country, to do something of a prae-
tieal nature {o release us from the deplov-
able position into which we are constantly
aud surely drifting. I may have to say
particularly hard words about certain states-
men or alleged statesmen, even about my
own Premier and leader. But I shall do sv
because 1 think that what they ave doing is
wrong and that they are doing wrong either
quite conseious of the fact, in which ease they
speak with their tongues in heir cheeks, or
heeause they are entirely ignorant of a sub-
jeet matter with which they shounld be
thoroughly conversant.  The motion has
emhodied in it the desire that the (‘ommon-
wealth Bank shontd funetion in the interests

satisfied with your
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of the people of Ausiralia, and that it
should be called upon to do vo immediately.
What I eannot understand is that so long
as we follow the procedure adopted over a
long period, namely of permitting private
institutions to expand and contract eredit
at will, no prolest is uttercd by any parti-
calar statesman or any particular leader of
the people. The bogey of inflation is never
heard of, or mentioned or veferred to so
long as private institutions can profit by
the rapid expansion of eredit, and ereate an
inflationary state of affairs. Immediately
an attempt is made to advance some argu-
ment that this partienlar funetion, uow econ-
trolled by private institutions, shonld be
handed to the Commonwealth Bank, the
peaple’s hank, the bogey of inflation arises.
Teo 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 conneetion with the war in Eng-
land they will readily appreciate the faet
that the inflationary doctrine has been to a
marked degree provented by the Impeviat
Government during the last six or eight
months. I think that Government is spend-
ing £1,000,000 per week in compensating
retailers for losses so that the priec of neces-
sary commodities may be established at a
given figure. We never see these faets in
the Press. They are not advertised. There
is no attempt to inform the people that
there is a method by which inflation ean be
prevented. I have no desire to admit, and
do not intend to admit, that if the Common-
weaith Government was ealled upon to make
available the necessary funds for the
thorongh proseeution of this war, for the
snecessful inangnration of a poliey far the
future dofence of Australia, and for the
proper care and welfare of the people
and  the industries of « this  eountyy,
inflation would come ahout. With proper
contral there ean he no danger what-
ever of sueh a thing. It is remarck-
able  that never 4 protest  is  levelled
agninst private nstitutions when  they
expand eredit 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 hbelonged to
them, that anything is said. Those institu-
tions have used a power which belonged to
the people and the Crown, The sovereignty
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of the people is involved in the matter.
No Guvernment rules in any State of the
Commonwealth, nor does the Federal Par-
liament rule in the Commonwealth itself.
Rothschild once said, ‘‘Let me control the
money of a nation and I care not who
makeg its laws.”’ We find the Premier
affords an example of what I mean, for
he wmust in a humiliating way appeal for
funds with which to carry on the adminis-
tration of the State. Who has the final
say as to the amount he shall handle?
Where does the sovercignty of the people
come in because of such a state of affairs?
How can we say the Government rules the
conntry 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
finance Governments, or the Governments
which the people really believe and foolishly
believe do the ruling? We have heard
Treasurers say that finance is (Government
and Government is finance. If that be
trne we do not govern. The avenue through
which all Governments are fnanced is
owned and controlled by private institu-
tions, so they must do the ruling. They
do rule and thev have ruled behind the
scenes for years, taking no responsibility
themselves whatever. They are continually
behind the seenes, frequently operating and
foreing 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 Australia have told the Premijer
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 Iaws it shall introduece.

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

Mr. MARSHALL: Neo. The Bank of
England 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 te hiz 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
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Government today bhecame so formidable
in a few years? Who wus it financed Ger-
many? We had Germany down on her
koees, bumiliated and defeated, and from
that position that country eould never have
arisen without the aid of other nations,

The Premier: That is troe.

Mr. MARSHALL: The Premier admits
that the Imperial Government of its own
volition dietated to the Bank of England
that it shoald endeavour to stabilise the
mark and re-establish the industries of
Germany. Toes he admit that?

The Premier: Yes, in collaboration.

Mr, MARSHALL: It that be so, the
enemy of Australia was re-created by lm-
perial Governments in the past.

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

Premier would 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 finanee
to dictate terms to them.

The Premier: Not at all.

Mr. MARSHALL: I do not admit that
any Imperial Government was responsible
for bringing Germany bhack into the mili-
tary arena as the potential enemy of the
British Commonwealth 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. MARSHALL: Let us view the mat-
ter from the angle that for years past there
has been a definite, but mevertheless sin-
cere, movement on the part of dilferent
financial groups, led on particularly by a
group of American bankers in Wall-street,
who are in c¢lose assoeiation with groups
in England, France, and other paris of
Europe, to dominate the world. Unless we
prevent that, we shall drift on until we
reach the poaint of gbject slavery. Of that
there ean be no doubt. I intend to quote
a brief extract from a hook written by A.
N. Field entitled “The Truth About the
Slomp.” He wrote the hook immediately
after the depression of 1930. I shall quote
one letter only which was read in the Ameri-
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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 & eonsiderable
titne, a move that has made suech progress
that any member observing the position to-
day can note that it is going ahend rapidly
and most cffectively. Hon. members should
be well aware of the position and ever alert,
berause there ean be no doubt of the faet
that the British Empire is to-day the last
bulwark of democracy. It represents the
sole remaining nation with free institontions
and the present war has been provoked os-
tensibly and purposely to accomplish the
downfall of the British Empire. Demoe-
racics are of no use to high finance. While
one semblance of a demoeracy 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 armaments, they were
at the same time financing Germany and re-
establishing her economic position, so that
she could become not only cur potential but
our actnal enemy to-day.

People nssociated with high finance have
no nationality. The world is their chess-
board and the component parts of it rep-
Tesent the pawns which high finance pro-
ceeds to move. There is the invidious posi-
tion that while we eall upon people of this
sunny land of ours to make =acrifices and
while we call upon mothers, sisters and
sweethearts to suffer nnguish and misery and
shed tears of sovrow as they sec their sons,
brothers and menfolk generally leaving our
shores for foreign battléfields, we allow
this particular oligarehy, who provide the
process by which our men can bhe blown into
bloody shreds of brawn and musele, to pro-
fit by the proress. That is what is going
on all the time and we speak about equal-
ity of sacrifice! Good Australian citizens
ave going to foreign battlefields and, if nee-
essary, sacrificing their lives for Bs. a day
to provide institytions with the opportunity
to expand public ecredit as though it was
their own and at the same time rake off
millions in the shape of profits. That iz
the equality of saerifice of which we hear
so much! Has the 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. Menzies) or the Federal Treasurer
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(Mr. Spender) 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.

Mr. MARSHALL: I veally sympathise
with the Premier.

The Premier: I sympathise very deeply
with you. .

Mr. MARSHALL: How the Premier of
this State can make sueh a statement, I do
not know. It will not be long before he
and others will have to answer for their
stewardship; in fact, that time is not far
distant. For the Premier to talk about
interest rafes in conneetion with institutions
that charge interest on th¢ éxpansion of
credit, which is merely a book entry, is be-
wildering. The banks give up nothing; they
lend nothing. They simply expand national
eredit, 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. MARSHALL: I want the Premer
to understand the difference between money
and ecredit.

The Premier: I do.

Mr. MARSHALYL: The Premier does no-
thing of the kind, or his statements would
not he forthcoming as they are.

Mr. SPEAKER: Order!

Mr. MARSHALL: The position is that
the funds of the bank, looking at the mat-
ter from the Premier’s point of view, repre-
sent abont one-half of the legal tender
within the Commonwealth. That represents
all the funds that the banks have at their
disposal. There is only £55,000,00G in legal
tender in the Commonwealth.

The Premier: There might nol he
£35,000,000 of legal tender.

Mr. MARSHALL: When the Premier re-
fers to the funds used by the bank, he shouid
remember that 99 per cent. of the eommer-
einl transactions within the Commonwealth
is done by way of cheques, which is illegal
money.

The Premier: No.

Mr. MARSHALL: T say it 1.

The Premier: You are wrong there.

Mr. MARSHATLL: T adhere to my =tate.
ment, wineh is correet.

The Premier: What is the objection #o
writing cheques?

Ar. SPEAKER: Order! T must ask the
Premier to keep order.
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Mr. MARSIIALL: The Premier may
have his own views on the subject, but let
me ask him this: Is it not remarkable that
while Commonwealth Governments have
heen most eareful with regard to the pre-
tection of legal tender money so that any-
one caught counterfeiting it—

The Premier: Or forging a cheque.

Mr. MARSHALL: — or doing anything
regarding legal tender money in the way of
defacing coins, destroving them or issuing
imitations, is subject to very heavy penal-
ties.

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

Mr. MARSHALL: Such importance does
the Commonwealth attach to this phase
of the matter that very striet laws have
been passed dealing with it, but, strange to
relate, while very careful with regard to
profecting legal tender money, which repre-
sents 1 per cent. of the money available in
the Commonwealth, it discloses a state of
utter apathy with regard io the other 99
per cent. of the money made available
throughout the vear.

The Premier: If the Commonwealth Gov-
ernment printed a thonsand million notes,
wonld they represent legal tender?

Mr. MARSTALL: Whoever would sug-
gost that such a stupid performance would
take place?

The Premier: It could take place.

Mr. MARSHALL: And T assert that if a
private bank went smash, the Common-
wealth Bank wonld have to do it and would
have to go to the rescue of the people’s
savings, securities and reserves, and give
them protection against the difficulties aris-
ing from the failure of the private banking
institution,

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

Mr. MARSHALL: Nothing of the sort.
The Commonwealth Bank is not in eontrol
of eredit,

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

Mr. MARSHALL: Perbaps the hon.
member does not appreciate the position;
but what actuzlly happens is that the
credit which puts money in and out of eir-
culation is issned by private banks, not by
the Commonwealth Bank. Recently T 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 41%
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million pounds. 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-
seribed by the Bank of New South Wales
to loans.

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

Mr. 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 wounld
really believe that when the Treasurer goes
on the market for a loan, the banks, which
principally 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. MARSHALL: They do not provide
money at all. They underwrite the loan
and guarantee fhe Treasurer so much ere-
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 bank, take out
the actual money, put it in an attache case
and depart in a motor ear. He operates
on the account by cheques. All the bank
has to do is to horour those cheques, and
that is all that is done in a transaction of
that sort by the banks. I admit there is a
distinetion between such a procedure and
the case of an individual subseribing to a
loan, because the individual forfeits the
right to use the money, which belongs to
him personally. But that is not so with the
banks, which merely honour cheques to the
extent of the amount which they underwrite.
The Premier is aware of that faet,

The Premier: I know that a lot of what
You say is trae,

Mr. MARSHALL: 1t would he futile
for me to set myself up as an authority
on banking. I adwit I am not.

Mr. Lambert: That is apparent.

Mr. MARSHALL: Yes, quite apparent.
Of that there is no doubt, nor am I egotis-
tical enough to argue that T am an author-
ity on banking. I am, however, not dis-
cussing banking, but the right of owner-
ship of national eredit, 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

gquote from authorities in order to ascertain
who is correct—the Premier or I. I put
this to the Premier: Would be 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. MeKenna.

Mr. MARSHALL: 1 have often guoted
him as an authority.  The Treasurer is
nevertheless uneonvinced; he is quite pre-
pared to allow private institutions to con-
trol our national ecredit.

The Premier: Who said that?

Mr. MARSHALL: T say it.

The Premier: I did not,

Mr, MARSHALL: Yes, you did.

The Premier: No fear!

Mr. MARSHALL: A motion similar to
this was moved by me last year and passed
by this Assembly, At the first Loan Couneil
meeting thereafter which the Treasurer
attended, Mr. Dwyer-Gray, of Tasmania,
moved a motion that £15,000,000
of the moneys required by the States should
be made available by the Commonwealth
Bank. Qur Treasurer did not support that
motion. 1 aecuse the Treasurer of that in
order to get a reply from him. That was
the information I received.

The Premier: Xo fear!

Mr. MARSHALL: Very well, I shall not
argue further. I have some extracts from
the report of an investigation that was mada
into the banking system of Canada. As I
said, Mr. Graham Towers is the Governor ~f
the Bank of Canada and he was cross-
examined by Mr. McGeer, K.C. T want
the Treasnrer to listen to these qguotations,
w0 that he may get a grasp of the situation.
The {following ave the guestions and
answers :-—

When 1,000,000 dollars worth of bonds is
presented (by the Government) to the bank u
million dollars worth of new money or the
equivalent is created?

Ar. Towers: Yes.

Iy it a fact that a million dollars of new

money is ereated?
Mr. Towers: That is right.

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

[ASSEMBLY.]

Mr. MARSHALL: The next question is—

Now, ns 2 matter of fact today our gold is
purchased by the Bank of Canada with notes
which it issues . . . . not redeemable in gold

+ . . in effeet using printing press wmoncy

. . to purchase gold?

Mr. Towers: That is the prastice all over
the world,

The banks merely honour their own chegues.
The next questions are—

Whett you allow the merchant banking ays-
tem to issue bank deposits, with the practice
of uging cheques, you virtually allow the banks
to issuc an effective substitute for mouney, do
yvou not?

Mr. Towers: The bank deposits are actually
monegy in that sense,

As a matter of fact they are mot actunl
money but  credir, hook-keeping accounts,
wlich are used as o substitute for money?

Mr, Towers: Yes.

Then we nuthorise the banks to issue a sub-
stitute for money?

Mr. Towers: Yes, I think that is a very
tair statement of banking,

Would you admit that anything physically
possible and desirab'e can be made financially
possible?

Myr. Towers: Certainly.

There nre only one or two other questions
of importance. They are—

8o far as war is concerned, to defend the
integrity of the natien ghere will be no diffi-
culty in raising the means of financing what-
ever those requircments may bef

Mr. Towers: The limit of the possibilities
depends on men and materials.

And where you have an abundance of men
and materials you have no d&iffieulty, under the
present banking system, in putting {orth the
medium of cxehange that is neccssary to put
the men and materials to work in dzfence of
the realm?

Mr, Towers: That is right,

There is only one limit to the effort that
Australia ean put forth in its own defence
to-day, and that limit is the capaeity of the
people of the Commonwealth to produce
zoods and give serviees. That is national
eredit, but it is owned and controlled by
private institutions. The Commonwealth
Bank isx the people’s hank; it has ali the
resources of the Commonwealth at its com-
manfl if it wishes to take control of them.
JL controls the note issue; it has all the
powers that a national bank should have,
but it does nol use those powers. It has
been hamstrung by design. That was done
in England in 1922 in the Hotel Ritz by
Stanley M. Bruee. In 1924, nfter the death
of Sir Denison Miller, a material change
took place in the Commonwealth Bank. It
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has not since functioned in the interests of
the people of the Commonwealth, but merely
in the interests of private institutions. 1
have nothing to say against the trading
banks in this regard; they are an absolute
neeessity to the present soeial organisation
and are indispensable to the commereial life
of the community. However, they do take
charge of national credit. This belongs to
the people, but the banks lend it as though
it actually helonged to them. They charge
the people interest for our national credit.
Righ treasou or grand lareeny has nothing
on this form of racketeering—nothing at
all. I it any wonder that we are continu-
ally faced with international confliets while
this great power vests in the bands of a
very few men? Banks must exist in order
to mainfain the present economie and soeial
standards. But the Commonwealth Bank
belongs to the people and the credit created
by the people should be used under the dir-
ection of the Imperial Parliament. Tt is a
national gift which shonld be used so as to
coable taxation to be gradually reduced.
Tnstead of that being the case, bowever, the
veverse has happened. Need I point out fo
hon. tembers opposite the deplorable con-
ditiun of our primary producers? I need
not, members know it full well. Need I re-
mind members that thousands are depending
upon the Government for a morsel to keep
body and soul together? We all know that.
Need T remind members of the deplorable
condition of the State’s assdts—obsolete
trams, obsolete trains, schools in want of
repair, lack of water supplies?

My, Sampson: And ferocious tariffs.

Mr. MARSHALL: Everything that comes
within the category of social services and
State assets is rapidly bot surely deteriorat-
ing for the want of moncy to modernise it
or to put it in a decent state of repair.

The Premier: That is not trne, either.

Mr. MARSHALL: If it is not true, 1
am blind. Will the Premier contend that
the rolling stock on our railway system is
modern? Will he say it is up to date?

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

Mr. MARSHALL: If I approached the
Treasurer to-morrow for a paltry few
pounds to instal a reticulation schome in a
promising goldfields town, I would be told
there was no money. Last night the Treas-
nrer painted a most deplorabie picture. He
told us that we have to be very eareful and
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must not spend a penny. We do not act
in private life as the Treasarer is acting on
behalf of the State.

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

Mr, MARSHALL: To exist, we are bor-
rowing ahout two-and-a-half millions a year,
und 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 eut off. What happened
then? Crash went cverything. We had a
deficit of threc-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 onr credit that is my priev-
ance.

Hon. C. G. Latham: You borrow against
your credit.

Mr. MARSHALL: I should like the hon.
member to read up anthorities on this mat-
ter.

Hon. C. & Latham: T should like to un-
derstand what you are saying.

Mr. MARSHALL: What is it the hon.
member eannet understand that 1 have
pointed out?

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

Mr. MARSHALL: T will tell the hon.
member for the third time. The wealth and
services produced by the farmers, the
miners, the industrialists, and the netivitics
of the Goverrment constitute the nations]
wealth of the Commonwealth, and what the
banks do is to issue credit against that
wealth or econvert that wealth into money
by granting overdrafis and leans fo indi-
viduals, semi-Government bodies and Gov-
ernment bodies. That is the potentis] wesalth
of the eountry.

The Premicr: No, that is the actual
wealth,

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

The Premier: Oh, no!

Mzr. MARSHALL: He does not know
what it is to want a meal, and I hope he
never will. But there are thousands of
people who do.

Mr. Sampson: Ave you a prophet?
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Mr. MARSHALL; The Premier will not
have to go to this war and risk his life.
He will not have to risk being killed in war
and leaving a wife and family in misery
and anguish, But thousands of men will.
L am andeavouring to deal with this basie
principle in this Christian and enlightened
age.

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

Mr. MARSHALL: If we had the poten-
tinl wealth of the country monetised by
the Commonwealth Bank, we would not be
getting into debt.

The Premier: Or into war?

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 war,
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. . Latham: The natives in vour
own eountry, without any monetary system,
have wars.

Mr. MARSHALL: Of conrse they do.

Hon. C. G. Latham: Te fight is buman
nature.

Mr. SPEAKER: Order!

Mr. MARSHALL: The hon. member’s
remarks make me sad. T wounld not mind
if they came from some member of the
public unable to ecomprehend, but when
they eome from a man who is supposed to
lead and represent the people aright, 1
mnst confess to a feeling of depression.
The hon. member and his friends grip and
hold 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 ecauses. The
Leader of the Opposition says we cannot
overcome the system and must go on,

Hon, €. (. Latham: T said nothing of
the sort. You want me to say somcthing
to please yvou, andl I will not do it.

Mr. MAPSHALL: I do not want the
hon. memher to say anything. T am aware
that interjections are disorderly.

Mr. SPEAKER: Order!
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Mr. MARSHALL: But I did understand
the hon. 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 much towards throwing
off the yoke fastened around our neeks hy
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-
jecting. I hope I shall not have to ask
again,

Mr. MARSHALL: True, Mr. Spender
and Mr. Menzies did say that the national
credit was being used. I have never denied
it. In the name of goodness, how conld we
have had money in cireulation for vears
past if it was not being used? I have not
denied that the national eredit is being
used. But, I ask, by whom is it being used
and for whose benefit? It is heing used
by private institutions for profit. That is
what I am eomplaining about. T have be-
fore me a repert of what My, Spender said
on this matter. It appears in ‘‘Hansard.’”
Speaking on one occasion ns Assistant-
Treasurer, he said—

The Coammonwealth Bank can makc loans i»
the Gavernment free of interest.

No onc disputes that.

T agree that the Commonwealth uscs the
eredit resonrces of the eountry for national
purposes.

The Government is prepared fo admit that.

Obriounsly, in the years ahead, it might have
to be resorted to substantially. As the Trea-
surcr, Mr, Menzics, showed in his Budget
speech, it has already hecn resorted to.
Quite right, but by whom? There is no dis-
puting that the Commonwenlth Bank can
make loans available free of interest,

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

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

Mr. SPEAKER: Order!

Mr. MARSHALL: I intend to guote men
of intelligence—unlike the member for
Swan—men who have written largely on
this sabject. I hope that members who
have any doubt regarding the ecriminal
aspect of private ownership of national
eredit will give very close attention to these
quotations.

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

Mr. MARSHALL:
said—

i have two great ememies, the southern army

in front of me 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 eoming, He knew there was a fight to
be put up, but he lost his life while pal-
ting up the fight?

Mr, Seward: How?

Mr. MARSHALL:
Bryan said—

The money power preys upon the nation in
times of peace and conspires against it im
times of adversity. It is morc despotic than
monarchy, more insolent thau autocracy, more
selfish than bureaueracy. It denounces, as

public enemies, all who question its methods
or throw light upen its erimes.

The Lord Chief Justice of England in 1875
said—

The issue that has swept down tle cen-

turies and will have to be fought sconer or
later is the people versus the banks.
As far back as 1875, that gentleman counld
see the move heing 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-
easion, 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 cnemies from without
but by encmies from within, Thomas Jef-
ferson said—

Abraham Lincoln

William Jenningy

If the American people ever allow the pri-
vate banks to control the issnance of their
eurrency—

That is the position here in Austrahu.

—first by inflation and then by decflation, the
rorporation that will grow up aroumd them
will deprive the people of all their property,
until their children will wake up homeless on
the continent their fathers eonquered.
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How true that is to-day! The Lfarmers
have wakened. Property which their
fathers shed their blood to protect has gone
from them. Those words are as true as if
they were written of Western Australm
to-day. Yet we go merrily on heading for
disaster. Woodrow Wilson said cheerfully
nnd sincerely a few days before he died—-

Who i3 it that does not kaow the eauses of

war? The allied causes can be found in bet,
sucecssful, commereial rivalry.
I recall the time when Mussolini invaded
Albaniz. He thoughbt that invasion would
not cause a erisis becavse there were no
British interests in that country. A power-
ful nation could over-ride a small one 6o
long as there were no British interests at
stake.

The great monopoly in this country is the

monopoly of hig eredits. A great industrial
nation is controlled by its system of eredit.
The growth of the nation, therefore, and sall
its activities are in the hands of a few men
who chill and check and destroy genuine eco-
nomic freedom,
Thousands of passages could he quoted by
men who conld readily see what would
happen, and many of them have endeav-
onred to avert the catastrophe, but unfor-
tunately each in iurn seems to have heen
removed either from offlice or from the face
of this planet. We eananot go on much
longer as a State Parlinment unless some
drastic change is made in the monetary
system, 1 say that quite Frankly, and if
hon. members will view the statement with
impartial minds they will agree that we are
only earrying on as a State Parliament by
sacrificing soeial services and State assets.
If we attemupted to afford the people those
social amenities which they shonld enjoy,
we would fall far short of having either
sulficient vredit or sufficient money. We are
sustnining our cxistence by gradually cut-
ting down those amenities. Therefore, I say
we cannot expect to exist much longer nnder
sueh a system.

T am becoming disturbed about the posi-
tion, for | know that there is a move by
high finance 1o get rid of Australian State
Parliaments and also to got vid of the Com-
monwealth Parliament, and to establish in
lieu thereof a Parliament inaugunrated by
high finunee in Europe. Unfortunately the
power [ refer to is being viewed too lightly
by many able men in Eagland. Actually they
are advoeafing quite openly thal theve should
be a single world authority cstablished some-
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whtere in Furope. Thus the people would
be robbed of the democratic principle of
self-government. They are to be ruled by
such an authority as T have deseribed. Un-
doubtedly that wmove is being popularised
Ly many men within the British Fmpire
who «hould know bhetéer. [ view the position
as onn of extrome gravity, One thing that
strikes home as severely as any is the possi-
bility of all eur freodom heing gradually
filched from wus, by virtue of the faet that
we shall fall into n condition nf dive poverty
during the course of the next few vears.
Mr. Menzies, the Prime Minister, makes no
sveret of that. 1 well remember hearing
him cxpress himsell to that effeet over the
wircless, e said, “What does it matter
if yon and I come out of this war with
nothing ¥ He has been inculeating wpon
the people the poverty mind. “Be poor;
vou have to be poer; there is no alternative
Lbut to yemain in o state of poverty. It
matters not if you have nothing.” Tt is not
suflivient that Australia should wmake a great
saerifice—and 1 say she will make it—~for
the war, It is not sufficient that thousands
of our able-bodied wmen will lose their lives
or he maimed in the proecess of gaining
victory. Tn addition to all that, we ave to
have around our necks for all time a debi
which will stvangle us ceconomienlly and in-
dustrially and in every other respeet. We
have not paid off one shilling of the last war
debt. TUp to 1937 that war ecost Aus-
tralia £806,000,000, and of that amount
£373,000,000 was evedit, the balance being
wade op out of revenue and taxation.
We have paid £375,000,000 interest on
the £373,000,000, and we still owe the
£373,000,000.  Morcover, we* are starling
on another war. T will quote from the
“West Austealian” of the 11lth of this
month :—

For the first quarter of the financial year
Australia spent £29,472,000 on defence and
war servieced. This figure includes munitiona
and supply, but does not include all the ex-
penditure on defence works. Of the war ex-

penditure for threc months, £25297,000 was
from loan funds.

Multiply the lean figure by four and onc
gets  approximately £100,000,000 for the
year. We have not yet got to onr maximuin
effort, and wo are restricted from producing
that maximum effort because we have mno
money. The higher taxation becomes, the
poorer we shall become. I do not know
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how much beyond the amount quoted our
war expendifure extends. The amount men-
tioned may safely be regarded as the mini-
mum, and it adds another £4,000,000 an-
nually to our interest bill. We are now
paying somcthing over a million pounds
per wegk in interest. Having regard to
the eurrent year’s expenditare, I should say
that we are paying about £2 per second of
our lives, and that is to go on for ever.
Thus we make saerifices not only in flesh
and blood, in sorrow and tears, but our
children’s ehildven's ehildeen will be loaded
with the debts of today if we do not take
immediate action to retrieve the position.

The position is becoming so acnte that
we shall be forced to take action. I ven-
iure to say that when next vear’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 £1,400,000,000. On that
amount we have paid £1,090,000,000 in in-
lerest, and we still owe the £1,400,000,000,
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 elsc
—is £150,000,000 per year during the pro-
gress of hostilities. Adding that expendi-
ture to the cxisting national debt, we ean
imagine how deplorable our position will
become in the course of the next four or
five years. I have here some illumingting
figures referring to taxation, In 1900 oux
national debt was £197,000,000; in 1910 it
was £258,000,000;, in 1930, £778,000,000.
To-day i is just on £1,400,000,000. Inter-
est on that 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
nenrly £4,000,000, while semi-governmental
hodies face a yearly debt charge of more
than £5,000,000. Tt has been calculated
that if Awustralia’s national debt increases
during the next 70 years at the rate at
which it has increaséd during the past 70
vears, we shall then owe £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 al-
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ready heen foreenst, and if when we are fin-
ished with Japan we shall have to take on
China, it is to be expected that within
the next 70 ycers we shall easily outstrip
the amount of the national debt that ae-
crued during the past 70 years.

I need not read to hon. members the re-
potrt of the Royal Commission on Banking.
The Commission reported on twe highly
important aspects. It said that where the
Commonwealth Bank and the Commen-
wealth Government were in confliet, the
two parties should mect and disenss the
matter, and that if they could not recon-
cile their differences, the Commonwealth
Government should give an assurance to the
Commonwealth Bank that it, the Common-
wealth Government, would be responsible
for everything and that the Commonwealth
Bank should obey instructions. The Com-
mission went on to say that this did not
interfere with the administration of  the
bank, but merely amounted to directing n
poliev. 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,
anvhody.

Mr. Seward: Nothing of the kind.
Mr. MARSHALL: That is a statement
made by the Commission.

Mr. Seward: T challenge you to read thag
oul ol the report of the Commission.

Mr. MARSHALL: The hon. member ecan
rend it himself.

My, Seward: It is not in the report. 1
challenge you to produce the passage.

Mr. MARSHALL: I have read it over
and over again. Tt is the first anthoritative
stafement of the kind that has been made.

Mr. MeDonald: Do you rvefer to para-
graph HH7?

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

Mr. Seward: What is wrong with the
member for Mnrehison?

Mr, MARSHALL: The hon. member has
no objection to bank control of polities,
none at all. He has no objection to the
destinies of this country being controlled by
the banks, throngh these avenmes.

Mr. Seward: I like the truth.
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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 circumstanees may be, it suits the minds
of those who are well fed, well housed, well
clothed, and very comfortahle. 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 power being insuffici-
ent? YWhy should there be primary pro-
ducers walking off their farms because of
inability to dispose of their produects? Why
should material wealth go to rot through
not being sold? Here lies our economic and
soctal 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 T have made are emphasised, and so,
until we take back from the banks the right
to issne and cxpand and contract credit,
then we shall have no real sovereignty at all.
We have to go back to the banks to borrow
moncy to pay our debts. When a loan
matures we have to ask the banks fo lend us
sufficient money to cover onr liabilities. Then
we are told that after the war we will ex-
perience a state of prosperity. What hap-
pened after the last war? Did we ever see
s0 much poverty in this country as was in
evidenee between 1924 and 19347 Angd even
from the commencement of the last war.
All the resnlt 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, our freedom will go.
We cannot put up our maximum effort on
the existing form of finance. If we do we
will Jose our freedom, because we shall hand
it over to the Shylocks. There ean be no
alternative, and I put it to members, “Can
a heggar be a chooser?” OF course he can-
not.

If this country is as poor as we are told
it is, is it then worth fighting for? Here we
have two and three and even four timea a
week hundreds of our people out on the
streets begging. What for? Begging for
funds to relieve and ease the burden of the
dependants of those who heve gone away to
fight, Did anyone ever hear of such a thing?
We are reducing the nation to a community
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of professional beggars, and all the while
a beautiful institution is in existence to do
its joh, 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 finanee this
war. We can do nothing of the kind.
If we are going to defend the free imstitu-
tions of the British Empire, of which we
arc a part, we must put forward a maxi-
mum 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 now 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 have a
better idea of the position when the taxa-
tion assessments come in. Kvery 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 make 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-
dard of living is becoming worse in Aus-
tralia?

Mr. MARSHALL: The higher the taxa-
tion, the lower must be the standard of Jiv-
ing.

The Premier: No.

Mr. MARSHALL: Take money out of
the people’s poekets and youn rednee their
standard of living.

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

Mr. MARSHALL: How rich? The sus-
tenance workers have heen taxed for years.

The Premier: No.

Mr. MARSHALL: Does not the Premier
understand that the rieh people are those
who are directly responsible for industry
and employment? Does he not realise that
they are the people responsible for stimm-
lating industry and maintaining it? If he
takes their wealth from them, what ambition
will they have to continue to carry on®
If we took money out of, say, the pocket
of the member for Nedlands apd 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,

[ASSEMBLY.]

& great portion of that money goes out of
existence sltogether. Just what proportion
of our taxzation goes in that direction 1 can-
not say. It might be said that 80 per cent.
of that money is cancelled out of existence
immediately it is paid over. However, I
would not argue about that, because a per-
rentage, no doubt, would find its wav back
into circulation, though the major portion
would not.

I may be permitted to quote a few fignres
to show the manner in which taxation lias
increased in recent years. In 1914 the Com-
monwealth taxation was £16,600,000, and in
1929 it bad advanced to £400,000,000. Tlat
inerease represented no less than 364 per
cent. in 15 years. The most outstanding
fizures, however, are those of New South
Wales. They are really remarkable. In
1914 that State eollected 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 eredit by borrowing.
The 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 frae-
tion. Therefore they do not do that, and
thus save their skins. The time is well
overdune for the Commonwealth Bank to
exercise the power it already possesses, a
power that will enable it to function in the
direction of giving relief fo those who have
need of it, and so assisting to bring about
a state of prosperity. In eonelusion, I put
this to members: that at the end of the last
war England had millions of her most able
workers under arms, onut of production, and
yet when the war cnded, England was pro-
ducing more wealth than she had ever pro-
dueed. Immediately the war ended, along came
the banks to the gold standard, and poverty
and misery reigned, a state of affairs that
England had never Dbefore experienced.
That is what is coming to us agnin. We
must gradually become strangled as taxa-
tion inerenses and then there will be bound
to follow poverty, misery and starvation.
So I hope the House will agree te the
motion. It may be that it is drastieally
framed, but the times warrant drastic action,
If we have any respeet for the people who
are suffering and if we have any regard
for those who are offering their lives for
their eountry, we will say that we will wmin
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 earried.

MR BERRY (Irwin-Moore) [5.56]: This
is a somewhat voluminous motion, but I
think it is exactly the same as that which
was hefore 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 cminent people to substitute the points
he wished to make. By doing that, the
hon, member relieved ns 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 Com-
monwealth, but of every country in the
world, to tackle the problem and smooth out
the difficulties—perhaps “disagreements”
wounld be the better word to usec—and find
out onece and for all whether “sound fin-
ance” should be permitted to eontinue to
drag the people into a state of degradation
and despair. I do not think there is any
doubt that the synthetic system of finanee
which followed the last war has done noth-
ing exeept to bring despair and ruin, not
only to the country districts of Western
Australia but to our cities and the cities of
oll other countrica. 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 eredit; whether we
do or do not izsue credit is not our concern,
Our concern definitely is the welfare of the
people and there is no question that the wel-
fare of the people is at stake and in jeop-
ardy by this very “sound finanee” which has
led us in to despair and degradation. I
recollect 1ast year making a statement herc
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. T see no
reason to alter that opinion, The controt
of finanee having fallen into the hands
of a few, has led us into all sorts of trag-
edies,

If the prevailing financial system
could he rectified to work fairly, there would
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be no war hetween England, Germany, Italy
or any other nation to-day. I do not think
the people of any country wish fo go to war
unless they are forced to do so economieally.
We have had a good deal of evidence to in-
dicate that our international finanecial 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 eurrency, that distrust would tend
to disappear. And peace, 28 we wish it,
would follow. The conditions in the coun-
try distriets of Western Australia are ex-
tremely bad and that is expressing the situ-
ation mildly. This distress has been ocea-
sioned by the existing wanton financial sys-
tem which has been responsible for deflation
and has destroyed happiness. The school [
went to divided its pupils into three see-
tions. One consisted of boys who displayed
a certain amount of intelligence and who
were carmarked for the university and for
varions professions. The second consisted
of those of less intelligence designed for
commerecial jobs. Those who were fitted only
to be farmers becanse 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
elass has the impertinence to tell us that
they are the only people in the world who
know how to create eredit and control fin-
ance. 1 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 “Hanpsard” of last
vear and deals with a question asked of Mr.
Fitzhardinge, a famous banker, obviously
not in the third class—Class “C” to which
I referred eavlier. Mr. Fitzhardinge was
asked—

Supposc a loss is suffered in regard to any
writing down of liability to the bank, would
it he possible to deal with that loss without
any actual loss to shareholders’ eapital or de-
positors’ fundae?

The banker’s answer was—

I should say so, Even if we lost the whola
£10,000,000, it would mot matter very much,
Thus we have a banker who stated defin-
itely that £10,007,000 could be wiped off
and it would not make any difference. How
would he be able to write off £10,000,000%
Where did the money come from, to whom
does it belong? If it belongs to the de-
positors—and we are told that the banks
lend the depositors’ monev—how can this
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great linancial magnate write it off? That
banker’s remark is evidence of the fact that
«eredit s being created somewhere. T the
money to whick Mr, Fitzhardinge referred
belonged to ereditors, he would not dare
to write it off. As time goes on, I think
it will be found that without question there
is such a thing as the creation of credit,
and the sooner people see to it that eredit
monopoly 1s placed in the hands of the
Commonweaith Bank the better it will be
for them and for the Governments of Aus-
tralia and the quicker the war will end. 1
was not in the least satisfied when I was
told that IYtaly was finanecially unsound
when she set out to eonquer Abyssinia. The
big finaneial institutions told ws that. In
spite of it, Ttaly ecaptured Abyssinia very
quickly. We who had all the money, all
the resources, all the brains and all the
power were ineapable of stopping her from
completing that conquest. Yet that country
was supposed to be insolvent. The same
story is told about Japan and Germanv,
but we have only to consider those coun-
tries to realise how unsound is the stafe-
ment. It is the duty of the Government to
send the motion moved by the member for
Mnrehison to Canberra, and not to ask
Dbut to demand that consideration be given
to it. In a few weeks’ time mv son will
go to the war: he is in the Navy. T am
aware nf 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 Australinn hoy receives every possible
material consideration. If a banker—u
“0 elass, an ‘“A’° class or any other
type of banker—does anything which I
eonsidler to be prejudicial to the life of mv
Fon and the sons of Anstralia, T will do
evorvthing I ean to prejudice the evring
banker. The motion is a good one and
the Commonwealth Bank as originally
constituted is alone in a position to grapple
with this problem of war finanece in a 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 oltain a copy a little
while age that it is not now on sale and is
apparently unprocurable. Why? I am
not sure of the truth of the statement, be-
eause I did not go myself, but if it is true,
1 want to know why the report is mnavaii-
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able. Many financial suspicions have been
engendered in onr minds that need clearing
up for the benefit of the people us u whole
and particularly for the benefit of the sons
of the Commonwealth who are going over-
seas and wlho constilute the greatest berit-
age Australiz possesses. It is our duty
to see that these boys return. If the motion
is given consideration hy the Common-
wealth Bank, and the bank performs for us
the serviee asked of it and brings our boys
hack again, the mover of the motion and
the movers of similar motions throughout
Australia will have done something more
than a national service, they will have done
something Christlike. Becouse of that, T
fecl ecertain that the House will pass the
motion. Tt was said we would not win the
war unless we altered the present sysiem.
T 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
thia monopoly of eredit, T helieve we will
win the war so quickly that we shall be
surprised at the speed with which our sons
return to us. Ui gound finanece is going to
prejudice our boys in any way, then sound
finance must go on the muek heap so far as
1 am eoncerned. That is why I support
the motion and hope it will be carried and
submitted to the proper aunthorities with
sueh vehemence that they will pay heed
to it, and implement it practically.

A similar motion was passed last year.
In my blissful ignorance of eonditions in
Parliament then, I thought we had done
something worth while, until I diseovered
that motions passed here ean he just as
pious and useless ss those passed anywhere
else, T trust that will not happen again in
this case. If that sort of thing oceurs in
respect of our deliberations, there is neo
point in our sitting here and disenssing
these matters till midnight. We have
veached the stage when this Parliament
must wake up and realise that people are
growing tired, and with very good reason,
of nothing being done. T am appalled at
the fact that we have to refer to the Com-
monwealth Government everything we want
to de. The only State enterprises with
which the Commonweslth 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 previons oceasion 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 up 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 ridievlons to dilate upon. We
are all so heavily debt-ridden and oppressed
and fed-up that it is no use the Federal
Government attempting te add more bur-
dens on to backs that are already bent
more than doonble, That £250,000 distri-
buted amongst the farmers would mean an
individual amount of approximately £30 to
enable each farmer to earry on. That adds
to the irony of the soggestion. Sound
finance is becoming a stupid joke and we
are the poor fools upon whom the joke is
perpetrated.  The member for York (Hon.
C. G. Latham) said that tribal wars
amongst native races were fought without
money being an incentive. I do not think
that iz quite eorreet.

Hon. C. G. Latham: If you will quote
what T 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, Mr.
Speaker, but T 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 secems that
I eannot reply to the Leader of the Op-
position. But knowing the native people
as T do, I would suggest that money of
some sort has much to do with tribal wars
in Western Australia or in Australin as =
whole, To the native mind money is not
necessarily pounds, shillings and pence.

The Minister for Mines: Gins are
medium of exchange.

Mr. BERRY: I thank the Minister,
Women constitute an enormous source of
profit to the natives, if not to us. I know
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that in the old days wars in Malaya, and
in the South Sea Islands where I lived,
were fought with o view to “catch as cateh
can.”

Sitting suspended from 6.13 to 7.30 pm.

Mr. BERRY: We were digenssing fribal
wars, and with the help of the Minister for
Mines I was able to reply that perhaps the
gins were the real cause of sueh wars. A
military war is veally an economic war,
whether it be a tribal confliet or o battle
amongst edueated people. The whole thing
is a matter of eeconomics. It is wrapped up
in the question of sound finanee. Sound
finance is sueh, and our system is such that
the only method by which we think
we ecan get ourselves ouft of debt, as
the member for Canning pointed out
in eonnection with the Bill to amend
the Monevy Lenders Act, is by borrow-
ing r?xoney for the purpose of pay-
ing our way out of debt. An interesting
point missed by the member for Murchisen
(A1, Marshall) was in connection with New
Zealand. Tn that dominion the small amount
of £77,000 was involved in one particular
loan in conneetion with the Maori war. The
(overnment of New Zealand horrowed that
sum to wage the war, Tor 31 vears interest
at G per cent. has been paid on that loan,
and up to date no less than £278,000 has
heen paid away in interest alone, the debt
itself still remaining against the people of
New Zealand. That sort of thing is patheti-
cally stapyd.

Hen. €. G. Latham: A sinking fund
would have put that right.

Alr, BERRY: 1 do not know whether a
sinking fund was established, but I do know
there is no fund of common sense in a
conntry that will put up with that sort of
thing.

Hon. C. (. Lathom: The debt would have
been relieved by a sinking fund.

AMr. BERRY: But the debt remnains.

Hon. C. G. Latham: I will check that
statement, I think.

Mr. Iughes: The debt is still there.

Mr. BERRY : In the Napoleonic wars the
position was exactly the same. Something
like £600,000,000 was borrowed for the con-
duct 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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aguinst the British people. This system of
borrowing money to pay interest on loans,
whilst leaving the loan intaet, is a type of
madness that my cdueation will not help
me to understand, nor can it he absorbed
by edueated people generally. We are send-
ing our sens away fo the war and in that
alone are making a big sacrifice.  The
mothers and fathers of the boys will saffer
anguish. We are all going to suffer. If we
continne as we are going, the end will he
that we shall losc lives thut are more valu-
ahle, that are irreplaccable, and are going
to find that we are still more hopelessly in
debt under this horrible banking system
than ever hefore. Let me instance the finan-
cial position of Western Australia, 1 re-
member a year or two ago when T was a
new member of this House attempting to
peint out the invidious position that was
coming about in consequence of .interest
payments. I said that originally we would
need o ll-acre paddock on which to write
our debts and interest bills. Later on 1
sugrrested we wounld require a thousand aeres
for the purpose. but to-day T do not think
Australin will be big enough to write those

amounts in the sand. If we go on as we
are doing at jpresent with debt issued
money—-—

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

Mr. BERRY: I am not referring to ve-
pudiation.

Mr. Abbott: Why not? It provides a
good way of petting out of our difficulties.

Mr. Marshall: We did that in 1930.

Mr. BERRY: I have onc or two fizures
on the question of debt that T would like
to give the House. Great Britzin is spend-
ing aver £9,000,000 a day on the war. This
works out at 6 por cent. interest at obhout
£1 por seeond. For every second that passes
wr are getting further into debt to the tune
of that amount. The member for Murchison
rointcd out that if we eontinued with this
funny monetary system—it 5 hoth funny
and ridirulous-—at the end of 70 vears the
interest hill far each family wanld be in the
region of £13,000. T do not know how, he
arrived at the family figure. T have the
figures for a family of four, and have com-
puted the interest bill 70 yeors henece for
sieh a Pamily at £3,500 for cach member of
it. That sort of thing eannot continue. T fcel
certain that the weight of the debt will be tou
great for the people to bear. I am afraid
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that if we as responsible people do not pay
more heed to this need for financial reform,
and do not straighten out the curreney prob-
lem so that we may have a chance to sur-
vive, something unplessant nay be the out-
come. As a member of the British Empire
I am proud of it, and would hate to see
anything unpleasant happen to it. If, how-
ever we tackle the problem as it should he
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 1ncrease
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 ecommunity is going steadily
hankrupt each year because we are stupid
enough to allow ourselves to be overridden
by the hanks. Their type of debt is really
creeping paralysis. No industry, primary
or sccondary, 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 higger becomes the tnxation. The
Premier said that apparently taxation does
not affect the people to that cxtent, 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 prices
which continue to go soaring up. So long
as we have the burden of debt we shall
have the burden of taxation. This will con-
tinue to grow until the collapse I have been
speaking about will eome upon us, In con-
neetion with this sound synthetic finance we
are told to swallow—I refer to the private
hanking institutions—those institutions are
now taking as securitics the life insurance
policics of people in the country. They
have been taken as further security from
wretched people who have nothing else to
pawn, I was approached during the weck-
end by people in Calingiri to do something
about a man who will lose his life poliey.
He is so acitated about it and so upset in
his mind that T was asked to do something
if possible, because the people were afraid
there would bhe another tragedy such as we
have had already in different parts of the
country, and to which an indulgent Press ve-
fers as being due to the ecircumstances 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 finaneial system to con-
tinue there can be no peace. So long as
there is a monopoly of credit, so long as
financial magnates—I would like to ecall
them something else—are allowed to con.
trol the situation and go on their way un-
cheeked, we shall vemain in trouble in every
direction. Anything we do to check those
institutions and magnates must he donre 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
small eapital in order that she may live—
is cared for. Tf there is a grain of truth
in the business of credit cxpansion, and it
can he proved to us, and if we go about
things in the right way, we can deal with
the sitmation without hurting people whe
are dependent upon the payment of interest
for their livelihood. I am sure a Lahour
Government would have sympathies in that
direction, just as would any other Govern-
ment. There is no visk of damage to such
people, and no nced to hurt them. The
member for Murchison pointed ount that
President Lincoln was alive to the things
we are talking about to-day. His name has
been coupled with numerous articles that
have appcarved in different books recently.
We know he made the remark that, “The
encmy behind us s more dangerous than the
enemy in front.” Many of us believe that.
Lineoln was, however, 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-
ment is not frue. It is time we took heed
and passed a motion of this kind. It is
time we used every national asset we pos-
5638, 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 much
further with my remarks. I support
the motion and 1 hepe that the Com-
monwealth Bank, in accordanece with
Section 504, will go about its business and
do what many of us feel econvineed Sir
Denison Millar would have done without
the necessity for the member for Murchi-
son, myself or others to speak as we have
done.

[Resolved: That motions be continued.]
[49]

HON. C. 6. LATHAM (York) [T46]:1
move—
That the debate be adjourned.

Motion put and negatived.

Mr, F. C. L. SMITH (Brown Hill-Ivan-
hoe) [7.47]: I can quite understand a pro-
posal to adjourn the debate on the motion,
beeause I have never known a discussion
to melt an audience so quickly a8 one re-
lating to banking and enrrency. It is be-
cause of the lack of interest in this sub-
jeet that T feel we shall not get very far
with it. The motion under discussion is
very involved, but not nearly so involved
as the subjeet 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 fl1 a still greater number
of books. In spite of the alleged simplicity
with which the monetary system can be re-
formed, I have alwuys regarded it as a sub-
jeet quite to the contrary, one that is ab-
struse, diffienlt and complex. The motion
that we have hefore the House brings inte
the diseussion the whole question of money,
the source from which eredit is derived, the
charaeter of credit as a ecirenlating medium,
the manner in which it is created, issued
andl controlled, the supply of the means of
pavment avatlable toe Governments aned
others requiring to sccure ecommand over
goods and serviees, the profits associated
with the privilege of credit creation, the
fixed charges established by the eredit issue,
the effects on prices and production of
credit issues, the world-wide eharacter or
monetary eontrol, the interdependence of
nations on each other's monetary poliey, in-
ternational dehts—

Mr. Hughes: That was exploded.

My, F. C. L. SMITH: —the power of
deht as an instrument of coercion in inter-
national relations, the sanctity of contracts,
the terms underlying the debt contraets,
forees that control debt payments, the eauses
of inflation and deflation, and a host of
other issues foo numerous fo mention.

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

Mr. F. C. L. SMITH: Some members
may say that all these issues are not
implicit in the motion hefore us, but we
have fo remember that the monetary poliey
of a country can have far-reaching reper-
cussions, Tavourable or unfavourable as they
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affect the internal or external stability of
the eurrency. The motion explicitly aims at
the creation of eredit by what is called the
people’s instrument of credit ereation—the
Commonwealth Bank—for the purpoese of
defence and fo assist primary producers’
credit, together with the general welfare of
the community, without inflation and with-
out charge. In respect to the reference 1o
“without inflation and without charge,” 1
will leave it to the member for Murchisen
{Mr. Marshall) to explain just how that
will be done. The creation of credit is gov-
erned hy three main factors. These are the
demands that there are for eredits, the eash
boldings of banks and the prospects of bot-
rowers being able to repay on the due date
or on demand. I think the fact that the
banks do ereate credit is hecoming 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 eredit
system most of the purchasing done by the
commnnity i3 by means of promises to pay
and not per medinm of rmaterial money.
These promises to pay are the eurrency 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, must have a
large snpply of this purchasing power, these
bank deposits or this bank credit at their
disposal. The most serious blunder to make,
and one that is most common and most diffi-
cult to dissipate, is the idea thal this pur-
chasing power is created by money being
paid into a bank. Instead of in the main
heing the result of money being paid into
the bank it is purchasing power ereated by
the bank and placed at the disposal of its
hank’s overdraft customers. The bank aets as
an intermediary between the debtors and
creditors of the eommunity. The bank as-
sumes the liabilities of the debtors by giving
the ereditors deposits as elaims against the
bank against which cheques may be drawn
with which to purchase goods or services in
return for the debtors becoming interest-
paying debtors of the banks. These debtors
ne longer owe their creditors, but they owe
the banks and pay interest to them.

[ASSEMBLY.]

Mr. Needham: They become bank slaves

Mr. F. C. L. SMITH: Tt is this funetio
that explains why it was that the deposit
in the Australian hanks during the last wa
inereased by £100,000,000, and the deposic
in 42 English banks increased during tha
period by £1,000,000,000, When it is un
derstood that those inereases represente:
the ecxtent to which the banks assumed th
liabilities of debtors in return for thos
debtors hecoming interest-paying debtors
metmbers will appreciate why the deposit
in banks during the last war inereased b;
millions in spite of the unparalleiled de
destruction that took place during those hos
tilities. The next point in the propositia
regarding the creation of credit that it i
necessary to understand is why it is tha
banks are able to assume liabilities to suel
a vast extent, The means by which the
can gssume those liabilities depends upo
their holdings of legal tender money o
their rights to aequire legal tender money
when cireumstances dictate that the!
existing supplies of legal tender mone;
should be augmented. During the 1914
18  war their holdings of legal ten
der money were largely augmented by th
Government issning vast supplies of pape
money. When the war broke out in Eng
land—I think the member for East Pert]
{(Mx. Hughes) mentioned this point th
other cvening—there was a run on th
banks, or at least there was every pros
pect of such a course being pursued b;
people. That was because at that partien
lar time England was on the gold currenc
and anyone could go to a bank apnd deman
gold against their demand deposits in tha
particular bank or any other bank. In time
of national emergency people seem to fee
great security in gold, and there become
gpparent a tendency to hoard gol
if it is at all possible On the othe
hand, there is a tendency for Govern
ments to endeavour to monopolise th
gold resources of their people. Tha
is for the purpose of meeting possibl
requirements arising out of the contingenc;
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 moeney be
ing available to meet the demands made by
clients against their respective banks form
ing portions of the bank-group in England
The bank closure had lasted for about fou
days when the British Government came ti
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the rescue by first destroying the couver-
tibility of the notc 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
hecause 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
ran on the banks was effectively stopped.

Much the same thing happened in Austra- -

lia. The Commonwealth (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
£59,000,000, The Government in issuing
paper money did not use it for the purpose
of making purchases. That money was paid
into the Treasury acconnt at the Common-
wealth Banlk, thereby increasing Govern-
ment credit to the extent of the face value
of the notes that bad been printed.

Flon. W. D. Johnson: The Government
controlled the Commonwealth Bank at the
time.

Mr. F. C. Lt SMITH: Certainly the Gov-
ernment 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 direetion of a Governor who had
some responsibility in the matter.

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

Mr, ¥. C. L. SMITH: However, the
Commonwealth Government inecreased its
credit at the bank to the extent of the notes
which were printed and paid to its eredit.
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
commodities 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 aceounts 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 cxtent 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 eredit could
be created by those banks and extending
the facilities upon whieh that eredit 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 ereated by the
note isswe. This, in all probability, is six
or seven time greater than the note issue.
During the last war—and this is an aspeet I
desire to take the opportunity to touch upon
—the banks’ capaeity to ereate credit did
not rest entirely upon their holdings of legal
tender reserves. In addition to these 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 righte extended by the Govern-
ment to banka was ome under which they had
the right to get threc notes for every sovereign
presented to the Treasury. Two out of the
three pounds of notes so issmed were treated
as a loan to banks, which were required {o
pay interest at the rate of 4 per cent. per an-
num, and to repay the principal not later than
12 monthe 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 414 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



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 cent. Similarly,
at later dates arrangements were made
separately for advances against wool and
wheat, the interest payable by the banks
on these loans of notes varving from 1 per
cent. to 515 per cent. The assistance of the
banks was invoked for the sixth war lean.
The hanks, in order to enable their cus-
tomers to suhscribe to the loan, agreed to
grant overdrafts up to 90 per cent. of the
subseriptions, the rate of interest on the
overdraft to be 4 per cent. per annum. As
the war loan carried interest at a rate
varying from 4% per eent. to 5 per cent.,
the aeceptance of the overdraft proposal
was attraetive, and the war loan proved
most sueceasful. On its part, the Treasury
undertook to make any hank a loan of
notes, if needed, up 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 hanks made advances to
their enstomers desiring to buy honds and
charged them 4 per cent., and so the banks
made 1 per cent. profit on the transaction.
The hondholder, whose capacity to buy the
bonds was created by the advance made
to him by the bank, got 414 per eent. to 5
per cent. in turn from the Government.

Hon. C. G. Latham: And the banks held
the honds as seeurity.

Mr. F. C. L. SMITH: Whether they did
or not——
Hon. €. G. Latham: They did.

Mr, F. C. I.. SMITH: — there is the pro-
position, 3 per cent. payable by the banks,
which charged their customers 4 per eent.,
while the customers were paid by the Gov-
ernment 415 per eent. to 5 per cent. The
point I desire to emphasise is that the right
could be exercized 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 sovereion to the extent of
£2,000,000. 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 cost them money,
because they had to pav interest; but,
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merely as rvights, they eould be added to
the cash reserves of the banks for the
creation of additional credit. In the same
specch Sir BEarle Page said—

Rince the Notes Board has been in charge

of the issue, many of the rights of the banks
to get advances have ceased to exist. The
boarl was convincel that the banks had built
eredit on their rights to get mnotes just as
froely as thcy would have done if the notes
actually had been in their own possession.
It is that kind of financing for Government
requirements that I object to, espeecially in
way time. The motien says the com-
munity’s eredit 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-
wist,’” a finaneial journal known through-
out the world, is, I think, particularly an-
plicable:—

It was sugpgested last week that for genu-
ine gavings the Government should offer about
3 per cent. There would be no justification
whatever for the payment of so high a rate
on created eredit. Normally, when a bank
creates credit by making an advance on good
security, it is performing the necessary and
valuable function of turning illiquid wealth
into liquid eredit, and it is entitled to the go-

_ing rate of remuneration for that service. But

in the circumstances here envisaged, it would
be the community’s ecredit that would be
liquefied. . . .

Mr, Marshall: Get that!

Mr. F. C. L. SMITH: The gquotation eon-

tinues—

. and the community, represented by the
Exchequer, would be entitled to require that
the rate of interest ghould be no more than
the cost of handling the funds, say, half per
cent. per annum.

Mr. Marshall: What a difference!?

Mr. F. C. .. SMITH: That is a very im-
portant admission made by this leading
firancial journal. Tt avers and it argues
that eredit on the eommunity’s eredit—the
resources of the ecommunity, the develop-
ment of publie utilities, the taxable capacity
of the eommunity—should be made avail-
ahle to the enmmunity at the cost of hand-
line the funds.

Hon. C. G. Latham: To what extent?

Mr. F. C. L. SMITH: To any extent
that is required.

Hon. C. {i. Latham: An unlimited ex-
tent?
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Mr. F. C. L. SMITH: I should say that
there should be no limit while we are en-
gaged in war.

Hon, €. G. Latham: Of course not.

Mr. F. C. L. SMITH: The contingencies
of war will measure the extent of our eredit
requirements.

Mr. Marshall: Quite right.

Mr. ¥, C. L. SMITH: As far as peace
time is concerned, the question of finance
will have to be submitted to the test of
commonsense and experience. T know it
will be said—it has been said often before
—that interest-free  Government-created
eredit will lead to inflation. This word “in-
flation” is n great hogey. Personally, I
believe it would lead to inflation, beeause
I feel we can say 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 incressed. Unless there was
a corresponding inerease in the produetion
of goods flowing to wmeet the money
flowing to meet them in exchange, in-
evitably there would he a rise in the gen-
eral priee 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. Seientific 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 duving the
last war, statesmen and legislators still
sought to maintain the Getlon that the enr-
reney 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 ereated
interest free on behalf of the community.
There could be no difference in the effect
it would have on prices and on production.
During the 1914-18 war with all the facili-
ties for eredit creation in the hands of pri-
vate enterprise and private institutions, in-
flation oceurred and prices rose. Sir Earle
Page, in the speech to which I have re-
ferved, said— :

The flatation of big war loans in Austra-

lia, as in other countries, was rendered pos-
sthle hy the continued inflntion of the note
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issue from £9,600,000 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 gquestion of
inflation, although I seem to be in conflict
with the member for East Perth. This is
that inflation is the ecommon experience in
every trade cycle. Professor Irving Fisher,
a well-known authority of the United
States of Ameriea said—

Abundance and scareity of goods have never

substantially moved the price level, which
please rcmember is an average, but inflation
and deflation have 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 =
slamp, when deflation takes place, is fhat
inflation oeceurs during a peried of boom.
As 2 matter of faet, during a boom period,
not only is there a greater supply of the
means of payment but a greater volume of
transactions, and prices rise in consequence.
Hence a greater increase in the assets
ecreated. The problem that confronts us,
in the firal analysis, is what procedure
should the Government adopt to create its
eredit requirements free of debt?

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

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

Hon. W. D. Johnsen: Of course it does.

Mr. F. C. L. SMITH: Then what pro-
cedure should the Commonwealth adopt to
create its credit requirements free of debt?
Sir Earle Page, in his infcresting speech,
said—

Banking pelicy aimed at the maintenance of
the interesis of the community often requires
a sacrificc of or abstention from profit and,
without any refleetion upon the individual
banks, I submit it is toe much to ask that the
ordinary banker shall exercise the self-denial
which is involved.

So the question arises, should the ordinary
banker be compelled, in o national emer-
gency, to exercise the self-demial which 1s
involved? If the answer to that question
is in the affirmative. the next question is,
how far should the ecompulsion go? Should
all the eredit be Government-ereated eredit,
or should the credit-creating facilities still
be left in the hands of the private trading
inistitutions and shouid they be compelled to
issue the eredit requirements of the commun-
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ity created on eommunity eredit at the eost
of handling the funds? Personally, I think
that if it is unjust to charge more than
handling funds for the ercation of credit
that is based upon the community credit
to meet the pecessities of war, then it would
be unjust to charge wore than handling
funds for eredit created and extended to
enterprises engaged in the production of
the necessary commodities of war.

While I hold those belicfs, I realise that
the problem conironting the Government in
trying to give effect to the terms of the hon.
member's motion, with practically all the
banking strueture in the hands of private
enterprise, is bristling with difficulties. The
Commonwealth Bank is a ceentral bank, a
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 fo me that if the Common-
wealth Government wishes to create a eredit
in its account sufficient to finance its war
expenditure, a very difficult problem is
raised, one that I personally cannot solve.
T know that the Government could do much
a8 it did during the 1914-18 war, that is, if
it could get the Notes Board to agree to an
inerease of the note issue, and could create
credit for the purpese by paying those notes
into its gecount in the Commonwealth Bank
and draw cheques against the eredit to meet
its obligations. Buf we have to remember
in that connection that all the banking that
is done by members of the trading com-
munity, who would be supplying the Gov.
ernment and Yeceiving the Government's
cheques in payment for services rendered
and goods supplied, would have their me-
counts at the private banks, and so the
notes issued would ultimately find their way
into the eoffers of the private trading banks.
If, on the other hand, it was said that the
Commonwealth Bank could create a credit
without s note issue, against which the Com-
monwealth Government could draw cheques,
the Commonwealth Bank could assume the
liabilities of the Government to & certain
extent and pay the ercditors while the
cheques that wounld be 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 mueh the same in this war as it
was in 1914-18, and so it would have to be
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met by a note issue. The Note Board io
those cireumstances would have to agree to
a further note issue in order that the ad-
verse <xchange between the Associated
Banks and the Commonwealth Bank could
be met. Another thing that 1 cannot see
clearly is the effeet 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
(overnment’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 wai
loans, and would leave those savings free
to make demands upon other production
which would be detrimental to and to the
disadvantage of the interests of the om.
monwealth engaged in a war.

T would hazard a guess that of the laal
war loan of £20,000,000 raised by the Com
monwealth Government, no less thar
£15,000,000 would have represented the sav.
ings of the people and probably only aboul
£5,000,000 would have represented hank.
created credit. Of course, later on, as more
loans are floated, the proportions will b
different. TIn time these notes would finc
their way into the coffers of the private trad
ing banks, just as they did during the 1914
18 war, and the private banks would thex
have increasing supplies of legal tende
holdings and extending facilities for the ere.
ation of credit, and as they were denied the
opporiunity of financing the Government”:
requirements, they would have diminishing
opportunities for cxtending ecredit. Bu
eredit extension is what the banks live on
that is their source of profit, and so the)
would endeavour to extend credit. The)
would encourage the extension of credifs
seeing that their facilities to create then
had been increased. They wonld probabl;
encourage this by lowering interest rates
and so the supply of means of payment it
the community would be greatly aung
mented. This, I think, would have a detri
mental effect wpon 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 rouch the same man
ner as has been suggested, but the centra
authority econtrolling the national hanl
would have the control of all credit ex
tensions and could minimise the extensior
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of ecredit by charging high interest rates.
This asuthority would not be actuated in
its poliey 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 econ-
trolled to the extent of advancing eredits
only for the purpose of encouraging pro-
duetion that was absolutely essential to our
war effort and denying credit that was re-
guired for other kinds of production. Thus
an entirely different set of cireumstances
would be brought about if the whole bank-
ing structure was nationalizsed, as compared
with what exists at present when the
greater part of the banking structure is
in the hands of private enterprise.

I do net wish to be at all dogmatic on
this question of money, because, as I indi-
cated af the outset, I have always found
it a most difficult subjeet. Any member
who has made & study of the svbject wil
agree that it is both abstruse and complex.
The further I go into it, the more I realise
how little T 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 ereate credit, but later I found out
that banks had been creating credit since
the old days 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 eredit at
high interest rates, either io (overnments
or individuals, T am not so foolish as not
to know that the possibilities in that
direction represent a development that
s the outeome of long experience,
and that experience iz required to operate
it. I support the motion because I know,
or fee], that to some extent what is aimed
at by it has already heen done, and that
quite possibly the absolute national cot
trol of the banking structure will be fur-
ther extended., But I regard those who
are active in advoeating 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. C. L. SMITH: That remark applies
even tn New Zealand, Tertninly New Zea-
land took over the Reserve Bank which was
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established by an earlier Government, with
half 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 debior 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-
ments were met by short-term conversions.
Those short-term loans resulted in a tighter
grip upon the debtor and inereased oppor-
tunities for dictating, in some directions,
the poliey pursned by a partieular eountry
in conneetion 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 vrepercussions. However, I
shall nat discuss that phase at this juone-
ture. I know what iook place when the
Commonwealth (Glovernment went on the
market for a conversion loan not so many
years ago. At that time New Zealand was
s highly popular oversea debtor and the
London financia) journals were filled with
laudatory remarks on the people of New
Zealand and their Government, and were
condemnatory 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-teyxm loans at higher
rates of interest. I know what can be done
overseas in connection with debts, and- I
know something nbout the power of debt
as an instrument of coereion in interna-
tional relations.

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

Mer. 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 sue-
cessful in 200 yenrs’ time. I was moved
to say so by a remark of Bir 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. P, €. L. SMITH: T have been there,
and not so very long ago, In faet, I dis-
eussed New Zealand banking policy with
one of the directors of the Reserve Bank,
the representative of the Government on
the hoard. But I do not know enough
about the matter to discnss it this even-
ing. It is not an casy matter to diseuss
at any time on one's feet, this question of
hanking and curreney. It is a highly diffi-
cult question to diseuss, and there is so
much to learn about it that one almost
forgets half as much as one has learnt.
However, T would like to know more about
the subject, and it the member for Mur-
chison in his reply ean give further infor-
mation upon it I shall he pleased to have
it. The hon. member who moved the motion
should seek the saupport of other members
by enlightening us all as to the procedure
he would adopt if he were the Prime Min-
ister of a Government that was aiming to
put into practice the policy advoeated by
the terms of the motion we have hefore us.

MR, HUGHES (Fast Perth) [8.36): I
niove an amendment—

That the following be added to the motion:
~-£fAnd this Housc further suggests that the
principle embodicd in the above statement
eould be given practicrl application in the fol-
lowing manner, which would be of great beme-
fit to the people of Western Australia in gen-
eral and in particular to those citizens of
Western Australin engaged in primary prodne-
tien; that is to say, (a) by the Commonwealth
Bank advancing to each primary prodecer who
s0 desires on first mortgage of his assets a sum
sufficient to discharge any existing first mort-
gage, (b) such mortgage advamce to earry in-
terest at 1 per cent, per annum, (c) the
principal of such mortgrge advance to be re-
payable by annual payments equal to 4 per
cent thereof, subjeet to the suspension of such
prineipal 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; (d)
the Note Issue Department of the Common-
wealth Bank be authorised by necessary legis-
Intion to issue to the General Banking De-
partment of such bank as and when required
Commonwealth notes equal to the sum ad-
vanced to any of the aforesaid mortgagors.’’

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

Mr. HUGHES: The member for Brown
Hill-Tvanhoe {Mr. F. C. L. Smith) wanted
to know what the member for Murchison
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would do if he were the Prime Minister of
Australia. I do not know whether the mem-
ber for Murchison cver contminplates what
he would do if he were a dictator, but I
snggest to the member for Brown Hill-
Ivanhoe that if I were a dietator I would
of course start by hanging some people to
lamp posts, because that is the symbol of
the dictator’s offlice, and surely those who
were hanged would realise that their denths
were pro hono publice. However, I agree
with practically everything that the wmember
for Brown Hill-Ivanhoe has said, cxcept
us to inflation. He said that he and T dis-
agreed on the subjeet of inflation. 1 do not
know that we do.

One eomplaint I have against the motion,
and against all hooks and treatises on
monetary reform and economics generally
that T have read, is that thev are invaviably
too ahstract, always dealing in abstractions;
s0 that half-edueated people like myself and
other ordinary persons cannot get to grips
with the real basie principles involved. I
consider that one diffieulty we have in
understanding economies is that economists
have created speeial terms which they use
in their hooks and which have only technieal
meanings: and so get lost in a fog of terms.
Some people say that the banks ercate
eredit, and others declare that banks mone-
tise fixed assets. So the matter is hizhly
diffieult. T have always felt that many of
the professors writing on economics pet
astray  heeanse they lack a training as
aeenuntants.  They nlways deal with these
problems from the purely theoretieal side,
whereas had they been trained, and had
they practised, as aecountants, they wondd
have seen the problem from its practieal
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 diffieulty I have
alwaxs found in reading works on economies
and spending much time in studying nuth-
orities on cconomics in various countries of
the world. The question I always ask my-
self under those conditions is, “How does
that affect me in the perennia! struggle to
get a living as a citizen of Western Aus-
tralia?’’ The reply is always that those
details are to be worked out. Unfortunately,
most of us can only understand something
that is put up to us in relation to our every-
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day life, and most of us ask the vital ques-
ion, ‘How is this going to affect me?’’
That question I consider an cntirely legiti-
mate one. Even eeonomists declare that the
man who acts from intelligent self-intevest,
generally acts for the benefit of the eountry.

As regards the problem of credit, I hold
that various things said by the member for
Brown Hill-lvanhoe on what ¢veates eredit
could he successfully refuted by an analysis
of the Commonwealth Buank Lalance sheots
issued from year to year. Mere is what 1
understand to be the basis of banking. Tt
is a fact that banks take deposits from de-
positors and in doing so enter into a con-
tract. When a Bank takes money on current
aceonnt, it cnters into a contract that on
demand, on presentation of the depositor's
cheque, it will pay the money in currency.
And banks eannot do that. Although they
contract that they will pay the money
on demand, they lend the money out

on the soeurity of assets, principally
reaity if they can get it, and reserve
a very small proportion of their

total deposits in cash or legal tender.
It is hard to imagine a more dishonest pro-
ceeding according to commerecial policy.
Here is a man who takes money and says
the individual can secure its return in eash
whenever he likes. On the contrary, he
immediately alienates his right to pay over
90 per cent. Thus it is nol money at eall
beecanse when the individual lends thaf
money, he knows the position. If a man
has £600 ont on mortgage over a freechold
property, and that money is payable or
demand, he Eknows very well when be lends
that money that the borrower eannot repay
it on demand. Obviously, he is aware of
that fact becanse he knows that if the bor-
rower had £600 in ceash, ke would not re-
guire to raise £600 and to pay 5% 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
inte contracts that are payable on demand
and yet not be in a position to meet snch
demands, and at the same time very seldom
get into difficulties? The reason is that they
find by esxperience that the law of aver-
ages operates. The bankers know that
if they take £100 from ten depositors, thev
merely require to keep in reserve £7 or £8
in cash. Experience teaches that what “A”
draws out, “B” pays in. The banks know,

1333

therefore, they need not worry about de-
positors’ money being lodged for repayment
at call. The institutions know, on the basis
of the law of averages, that not more than
D per cent. of the depositors will demand
repayment.

Hon. C. G. Latham: With the Common-
wealth Bank there is protection, but if that
were done =olely through individual banks,
the position would not be as you suggest.

Mr. HUGHES: T do not know what pro-
tection the Commonwealth Bank provides
as a reserve bank.

Hon. C, (. Latbam: The Commonwealth
Bank issnes notes and as they are paid
in, they ean be re-issued.

Mr. HUGHES: Re-issned against what?

Hon. C. G. Latham: Apgainst the securi-
ties the bank holds.

Mr, HUGHES: Suwch as mortgages over
the properéies of farmers?

Hon. C. G. Latbam: The securities may
be Commonwealth honds.

Mr. HUGHES: But the securities might
he mortgages over farming properties.

Hon. C. G. Latham: There will be very
little of that.

The Premier: Ne, they are not very liquid.

Mr. HUGHES: I do not know about the
ingress and egress of notes to and from the
Commonweslth 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, T find on page Bll details regarding
the Commonwealth Savings Bank balance
sheet for the year ended the 30th June,
1938, On the labilities side—I shall quote
round figures only—I find the bank had re-
serve 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
vear 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 bank
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 £250,000
worth of Australian notes. Thus, if the de-
positors had demanded the £147,000,000 that
the bank 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 doors,
Just as the Bank of England has had to do
on several occasions beeause of an insuffi-
ciency of currency in legal tender. That
course had to be adopted despite the faet
that the banks had contracted to repay the
money on demand.

Hon. C, &. Latham: 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 bark would not be able to let
the money out at interest. On the other
hand, why do those in control of our banks,
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?’

The Premier: Because exXperience 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 exaefly
the same amount in cash at the 30th June,
1938, as at the beginning of the year's op-
erations.

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

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

Mr. HUGHES: I propose to do so. 1
will tell the hon. member, as an ex-Minister
of the Crown, what happened to the bank
under his very nose, and yet he did not un-
derstand. However, T 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 securi-
ties and £33,000,000 worth in municipal and
other public securities.

The Premier: And if all those securitiea
had been placed on the market on one day,
what would have been the result?

Mr. HUGHES: They would not have
been worth a shilling each. However, the
bank's main assets against the £147,000,000
worth of deposiis, representing the amount
the bank was bound under contract to pay
on demand, comprised Commonwealth se-
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curities and municipal bonds representing
value 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. HCGHES : Paid with what?

The Premier: Out of money taken fror
the vaults and with notes.

Mr. HUGHES: But I have alread
pointed out the position as at the 30th June
1938.

The Premier: But you spoke about .
demand for £20,000.

Mr. 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 doors
bat it would not do so. All that would hap
pen would be that the bank anthoritie
would go to the Note Issues Branch of th
Commonwealth Bank and hand over th
necessary value of securities and obtain &
equivalent amount in notes. Then the ban!
would start paying out those notes unti
people got tired of drawing out their money
In England when people started a run o
the banks the British Government printe
approximately £300,000,000 worth of note:
and so the people found that they wer
getting notes for their deposits. The Bril
ish Government would have printed an
other £300,000,000 or £3,000,000,000 rathe
than let the Bank of England close it
doors. That wonld have been quite soun
procedure. Assuming, for the sake of argu
ment, that a ran was made on the Com
monwealth Bank and it was in peed o
£147,000,000 to pay its depositors. Th
bank 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 £117,000,000 i
exchange for them.” As a business propos
tion, the Notes Issue Board would agree
it would issue notes to the amount o
£147,000,000 in exchange for the securitie:
It would be beyond the ability of the Cou
monwealth Savings Bank $o do that, be
cause there is nothing to stabilise that ban
except the reserve power, if necessary, t
print notes. What happened in New Sout
Wales? In that State there was a run o
the State Savings Bank. That bank o
cnpied en unfortunate position; it had ler
out its funds in the same way as othe
banks had, mainly in Government an
municipal securities. It had no Teserv
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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
means of quickly turning its fized assets
into liquid capital and econsequently had
to default. There was also talk of a run
on the State Savings Bank of Western
Australia, which was in exaetly the same
position as the Stale 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 issne notes in exchange for them. Had
the depositors made 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 doors; 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-
canse of its Teserve power to issne 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 defaulting, it could
have paid 1s. 10d. in the pound in cash;
but it was handed over to the Common-
wealth Bank which, at that time, eould pay
only 1s. 8d. in the pound to its depositors.
So that the bank that could pay 1s. 10d. in
the pound was saved because it was ab-
sorbed by a bank that could pay only 1ls.
8d. in the pound!

Hon. W. D. Johnson interjected.

Mr. HUGHES: I do not think the pri-
vate banks had anything to do with the
matter.

Hon. 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 fo
and from the State Savings Bank.

Mr. HUGHES: That eould net have
lasted more than 24 hours. The private
banks went to the assistance of the Sav-
ings Bank to a limited extent. Had that
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run continned for three days, there would
heve 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: 1 think the hon. mem-
ber will find that when the run was made
the private banks had some eash which they
made available on the spot. They did so
because had the run continved 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 ils power o print
notes. Suppose all the depositors in the
Commonwealth Savings Bank decided to-
morrow to withdraw the £147,000,000 held
on their behalf by the bank, what wonlg
happen? X

The Premier: It wounld not be seeure.

Mr. HUGHES: That is so. They would
look for somewhcere to place it in safety.
The prineiple is this: The depositors ean
have their money, provided they do net all
want it at the same time. Four per cent.
or perbaps eight per cent. could be paid
out at the one time. It is quite secure,
beeause it is not at all likely that the total
amount will be demanded at the one time.
The basic prineciple is that it ‘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 mnsurance company in Australia to-day
could meet its commitments if all its elieats
died immediately.

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

Mr. HUGHES: Onee again the law of
averages comes into play. The insurance
ecompany 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 persem it
insures to pay a certain amount at his
death or upon his atfaining a stated age.
There are po reservations at all in the
contraect.

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 policies?Y
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The Premier: Becanse their experience
shows that that will not happen.

Mr. SPEAKER: Order! I cannot see
any reference to insuranee in the motion.

Mr, HUGHES: I was illustrating the ar-
gument. The Commonwealt Bank—not
the Commonwealth Savings Bank—had at
the 30th June about 4l% per cent. in cash
available to pay its depositors. It had
about half the percentage that the Savings
Bank had, but not such a large proportion
of its assets was represented by Govern.
ment bonds. It had assets in the way of
Government bonds and musicipal securities,
a3 well as frading securities.

Mr, Seward: And fixed deposits.

Mr. HUGHES: Yes, but the fixed de-
posits are invested. About 50 per cenc.
of the total money lodged in all the banks
is at eall on enrrent account and the banks
are geiting that interest frde. If hon.
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? Because
it issned 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 ecir-
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 aceording to the last bank
statement and that half a willion pounds
has been transferred te the general profit
and loss account of the Commonwealth
Bank.

The Premier: Some goes
fund.

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
inte the national debt sinking fund and
some to reserve. But the point is that the
Commonwealth Bank has no fears heeaunse
it is aware that although it has only 412
per cent. to pay in cash, if there were a
demand from current aceount, it could go
to the note issue department and say, *‘Give
us another £50,000,000. Here are 50,000,000

into sinking
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Government securities.’” The securitie
would be given to the note issne depart
ment, which wounld then issue £50,000,001
and charge ipterest om it, taking the Gov
ernment bonds as security for the advance
So the Commonwealth Bank would pay in
terest and the note issue department wouls
show a profit, and the note issue depart
ment would then transfer the interest bacl
to the Commonwealth Bank. The only pur
pose I can see in that is fo pretend ti
people not specially trained in examining
balance sheets that this is a commercia
transaction by means of which the not
issue department is making a prefit whiel
it subsequently transfers to the hank.

The stability of the bank rests on th
reserve power to issue notes. There an
two other sources from which banks mak
their profits,. The main method of profit
making by banks is to lend money on over
draft to people who bave assets. Interes
is charged to the people who have th
assets. There are two first-class types o
assets—QGovernment bonds and first mort
gages on real estate. They are regarde
as so solid and suitable that trustees am
allowed by law to lend trust funds agains
them and the hanks have advanced enormou:
sums of money against property through
out Australin. If there were a bank erisis
they would surrender those securities fo
notes, and the note issue department wonl
probably make a prefit. The bank takes :
property worth, say, £1,000 and advance
£600 against it on first mortgage, for whicl
it eharges 5'% per eent. It says, “That i
a first-class security not only for the re
payment of the principal but for repaymen
of the prineipal plus interest at 5% pe
cent.” I venture to say that there are man)
primary producers in Australia to-day whe
have paid more in interest for the mone)
they have horrowed from banks during th
last 25 vears than the principal borrewed
They have only to pay interest for 20 vear
at 5 per cent. to repay the whole of th
prineipal. As a matfter of faet, probabl;
they would pay more than that. TP it i
good security for the prineipal plus th
interest, surely it is better security for the
principal plus a very low rate of interest

I suggest that the principle embodied 1)
the motion could he given a praetical appli
cation by fthe Commonwealth Bank advane.
ing the whole of the money to buy out th:
first mortgages owing by primary producer:
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to-day. This, of course, would require an
amendment of Section 10 of the Common-
wealth Bank Aet 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.

Mr. HUGHES: Twenty shillings in the
pound would not have to be paid for a first
mortgage. Take the case of a farmer who
has a property worth £4,000 and a mori-
gage of £5,000. He knows he can get the
money fo repay the bank. He does not,
however, go to the bank and say, “I can
get £5,000 and will pay off your mortgage.”
He says, “I owe you £4,000 on first mort-
gage, and my property is worth only £1,500;
how much will yon take for your first mort-
gage?” 1f the property is really not worth
£5,500, the banker will say, “I will take
£3,500 cash.” So the farmer can go along
and say, “Give me £3,500,” and pay the
mortgage. The hanks wonld probably he
glad to get some of these accounts off their
books.

The Premier: No, they wounld not.

Mr. Seward: How would the Common-
wenlth Bank get on?

Mr. HUGHES: Let ns assume that the
bank took over a mortzage for £3,500 on a
property on which it had previously ad-
vanced £5,000.

Mr. Seward: And it is worth £1,500

Mr. HUGHES: I did not say that.

Mr. Seward: Yes, vou did.

Mr. HUGHES: I =aid nothing of the
aort. 1 suid thst if the property was
worth £4,600 the farner would say it was
worth £1,500, becanse 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 a loan, they tell the bhanker
that the property is worth more than it
really is? Tf the Commonwealth Bank took
over the whole of the mortgages, it could
fet them have the money at 1 per cent. he-
cause there would be no need for the bank
to have notes printed for the whole of that
moncy. All it would need to do would be
to have reserve power so that if and when
notes were required it could get them
quicklv. Se the bank could, with its re-
serve power, take over all the mortgages
of all the primary producers, and the 1 per
cent. interest eharged would pay for hand-
ling costs and create a reserve. Wot-
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withstanding all that has been said
about the depreciation of property I
venture to say that the finanecial

institutions have not lost 1 per cent.
of the principal of their first mortgages.
The second mortgagees and the unsecured
ereditors are the people whe have lost. So,
out of the 1 per cent. & reserve could be
ereated against possible losses. When the
credits were established, so leng as there
was & reserve power to approach the note
issue department at any time and say,
“We want £20,000,000; here iz £20,000,000
worth of securities on the assets of our
primary industries,” there would he no risk
of default because, as the money went out,
so0 it wonld 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 hank.
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. 8o I say the farmers should
have the money at 1 per cent. But it
would not be wise 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 avrears 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 are struggling to sustain an
essential industry,

Let the farmers pay 5 per eent. but re-
ceive a credit of 4 per cent. against the
principal. If, during the year, the Com-
monwealth Badk had to get £20,000,000
worth of notes to meet the curreney 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 be withdrawn
from ecircolation. As the money was re-

" eeived, so the note issue would be reduced

and, of eourse, it would be expanded as
money was required. Thus there would be
a completely controlled plan of economy
based on the faet that we were prepared to
issue currency against first mortzages of
real estate—the best seeurity in the world.
No economist ever denied that first mort-
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gage of real estate is the best seenrity. It
is better than Government bonds because
they are apt to be repudiated. All over
the world they were repudiated, hut 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
emoke. Thus there would be the best se-
curity and the primary producers would be
afforded much-needed relief. I suggest to
the member for Pingelly thet I would
undertake to go to his electorate and con-
vince nine farmers out of every ten that I
was right.

The Premier: But yon have to convinece
the bank, not the farmers,

Mr. HUGHES: That is so. Take the
other angle: Suppose the morigages were
taken over, this would put the Associated
Banks to a fine test. If we talk to a banker
ebout 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 hankers
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. HUGEBES: The moment the mort-
gage money was paid off, the banks wounld
find themselves in possession of many mil-
lions of repaid money and would be look-
ing for investments in which to place that
money 50 that it could earn interest, Prac-
tically the only investments they could get
at the present fime would be Government
bonds, and the Commonwealth Government
would not pay 334 per cent. or 4 per cent.
interest if the money market had eased.
If there was a plentiful supply of cheap
money, the Commonwealth certainly would
not pay those rates. The banks, of course,
would objeet to the scheme on the ground
that it would produce a surplus of money
which in turn would produce supply in ex-
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 redue-
ing of interest bring about inflation?

The Premier: There would be too much
money with whiech to buy requirements.
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Mr. HUGHES: ] 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-
cess of transferring them to another insti-
tution there would he no increase or de-
erease; we would rerely be offering 1 per
cent. as compared with 514 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 wounld be a fall in interest rates. How
could that cause inflation?

Interest is a very vital part of the costs
of every manufacturer, every producer and
every dealer. As 2 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 gefs it on time payment. Could
anything be mere benefieial to the Common-
wealth of Australia than a substantial fall
in interest rates? 1 eannot 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, becaunse the money would be issued
without any security behind it. If, on the
other hand, we issued the money against a
good security, there wonld be no inflation at
all. Tt would amount to what the banks are
doing to-day. The best illustration of in-
flation is as follows:—A man may receive
£600 and spend it op a trip. He has no
means of repaying the money, so that his
currency has become inflated, although it
eannot he recovercd. Tf another man has
a block of land and wishes to put upon it n
house costing £1,000, and a sum of £600
is advaneed on first mortgage as the house
is being built, that is not inflation. The £600
advanced on the house is represented by a
ntility asset. That is the difference between
inflafion and advancing money against =
seeurity.

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

Mr. HUGHES : Interest rates would then
rome down. Rents, for instance, ecould not
go up because that would be prevented by
the Price Fixing Commissioner. Suppose



[16 O¢roner, 1940.]

here was a rise in prices; would that be
unch a disastrous thing? I do not think it
vould be disastrous. A rise in prices would
e followed by an inerease in the basie
vage.

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

Mr. HUGHES: I would be indebted ta
wnyone who could show me why the Com-
nonwealth Bapk and the State Government
:annot do direetly what private individuails
ind private banks are doing indirectly.

Mr. Watts: An inerease in prices would
»e detrimental to primary producers.

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

Mr. Seward: They bave to sell their goods
on 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 we can pay our interest over-
seas is through the mediom 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. Lioyd 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 goods.

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

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

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

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 fo 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
horrowed money. The [inited States lent
enormous sums o Germany.

Mr. HUGHES: It was the final Qeath
knell to reparations. Streseman told the

*
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financial powers that Germany could not
pay more than £150,000,000. They origin-
ally eame down to £660,000,000, but when
Streseman at the final conference explained
that £150,000,000 was all that Germany
could pay, the English bankers agreed to
accept it, having already wiped out
£200,000,000 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 finaneiers of Great Britain,
France and America thanked Streseman for
his exposition of the case and accepted ii.
That was the death knell to reparations.
He was able to point out that Germany
could not export its commeodities outside its
own boundaries, and asked how it ecould
pay reparations when it had no gold and
nothing but the commodities it manufac-
tured. He said, “If you will not take those
commodities, how ean we pay our debt to
youf’’

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. Ameriea
then found so mueh money was owing to
it from Europe that unless it lent still more
money to Europe, its debis could not be
Tepaid.

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

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

Mr. Patriek: Show us how it will profit
them. '

Hon. C. G. Latham: You are onlv mis-
leading them.

The Premier:
would kelp them.

Mr. HUGHES : The Commonwealth Par-
liament would have to do that, and thia

Show me how the hank
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motion asks it to provide the necessary
assistance.

The Premier: Show ns how we emidd get
results.

Mr. HUGHES: We could get results
only by u~ing the power that is vested in
the Commonwealth Parliament.

Hon. W. D. Johnson: Of what use is it
to talk to us? Why not appear at the bar
of the Federa! 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 onef

Hon. W. D. Johnson: I know nothing
about the subjeet.

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

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

Mr. HUGHES: 1 am not sure shout that.
The motion is a snggestion {rom this House
to the Prime Minister. It is something of
a construetive natnre that will be of assist-
anee to Australia in general and this State
in particular. T should like to see the House
appoint a deputation of five members to
prresent the case to the Prime Minister, if
the motion is earried.

The Premier: Suppose he was too busy,
or had something more important to do?

Mr. IIUGHES: 1 do not think, if five
members went about it in the right way,
the Prime Minister wonld refuse to see them.

The Premier: He might he too busy.

My. HUGHES: A motion similar to this
was earried last year. Were we not genitine
then?

My, Whaits: There is nothine abont this
in yaur amendment.

Mr. HUGHES: That is an addition to
the motion. The ohject 1s to present the
motion tn the Prime Minister as the eon-
sidered opinion of 50 of the most intelligont
citizens of Wesiern Australia. The depu-
fation would say to the Prime Minister.
“We have pone carefully into this matter
and have ealled on all the knowledge avail-
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able in our Legislative Assembly, and we
have come to the conclusion that this pro-
posal will be bencficial to Australia.”

Hon. W. D. Johnson: You did that last
vear, and you are doing it this year. Wil
you do it nexi year?

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

The Premier: Will the House earry this
motion ?

Mr. HUGHES: I am willing to suppert
the member for Guildford-Midland (Hon.
W. I». Johnson}).

Hon. W. D. 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 maximum
effort this legislature can make. We ean put
forward our considered opinion to the Com-
monwealth. That is all we can do, and that
is al! 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.

Hon. W. D. Johnson: Yon can go before
the Disabilities Commission.

My, HUGHES: T doubt if this is a matter
for the Disabilitics 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
Comruission.

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

Mr. HUGHES: T ronsider that if we go
before anyone, we should go hefore the
Prime Minister. That is the suggestion I
have to offer, probably starting from wrong
premises and arriving at incorrect conclu-
sions. T shall be most happy if any mem-
ber will explain to me where my proposal
is wrone, and I shall be happier still if he
then will, after demalishing my proposal,
propound anr that i wractical and will give
effect to what we all desire. In the main
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we ave all seeking the same objective. It
is easy to say, ‘‘Oh, that is wrong.’”’ That
i3 a weakness of tlic Leader of the Qpposi-
tion. Ue thinks that if he issues his fiat
that something is wroug, that is the end of
it. I hold thal one who condemns a pro-
posal when we are trying to solve some
problem has a moral obligation to pro-
pound something in its place. Mero negn-
tive eriticism is not enough. I have little
doubt that I could convince the farmers
and primar, producers generally of Aus-
tralia that I am right, and that those who
say I am pot right are wrong.

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

Mr. HCGHIES: No; I shall go into the
centros of the farming community T ven-
ture the opinicn that it would be quite
safe for me to go to York and address tc a
public meeting the views [ have propounded
here.

Hon, C. G. Latham: Quire safe.
York people are civilised people.

Mr, HUGHES: Then, obviously, people
eannot always bhe judged by their represen-
tatives.

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

Mr. HUGHES: I have much pleasure in
submitting my amendment, and 1 shall
have greater pleasure upon hearing what
practical scheme those who say my pro-
posal is wrong have to substitute for it.

The

HON. C. G. LATHAM ({(York) [9.42]: 1
move an amendment on the amendment—

That the following words be added to the
amendment : —

But if this proposal is objected to, on the
ground that by payment off of all first mort-
gages, there would be so great a decrease in
interest rates that the income of lenders parti-
cularly of trust estates and small investors
would Ue so substantially reduced as to create
hardship, or if for other reasons the proceed-
ing to operation of these proposals is lik:ly
to be delayed, this House, bearing in mind
that so far as the rural industiries are con-
eerned, the day of adjustment ¢annot be de-
layed, 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 their
security, such fond to be expended in paying
to the mortgagees concerned the difference be-
tween the 75 per cent. of the mortgage debt
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and the value of the property; the balance
of the debt (if any) above such value to be
then written off without compensation.

What I amn concerned about is that it might
take forty or even a hundred years to give
effect to the motion before us now. I am
most desirons, and I think the great ma-
jority of members of this House are de-
sirous, that some immediate relief should
be aftorded 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. T lis-

tened very attentively also to the remarks of
the member for Irwin-Moore (Mr. Berry).
I heard the very excellent speech of the
member for Brown Hill-Ivanhoe (Mr. T
C. L. Smith), and T agree with the senti-
ments expressed by him. ILastly 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
necessitons farmer, such a hait as was used
by the sage of old to encourage his donkey
over 2 bad road—a carrot held in front of
the donkey’s nose for about half a mile. T
know that to-day the farmer’s position is
so desperate that he is willing to grasp af
any slightest thing offered him. What the
member for East Perth said in moving his
amendment is quite correet, that if he went
to any part of the wheat belt to-day and
offered anything whatever, the farmers
wonld 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 feclings of the farmers or
to capitalise their misfortunes. What Par-
liament should do is to endeavour to pro-
vide such tangible velief as it is possible
for us to make available. That is why I
have moved the further amendment in whick
T ask the Government to go some distance
but not so far as the member for East Perth
suggests. T desire to deal with this matter
frankly., T know what is in the minds of
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the people in the country distriets and I
really believe members of this House appre-
ciate the seriousness of the position. I am
not at all prepared to play on the feelings
of men who find themselves in such a des-
perate position.

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

BILLS (2)—RBETURNED.

1, Income Tax Assessment Act Amend-
ment,
With amendments.

2, Yncome Tax.
Without amendment.

[The Deputy Speaker took the Chair.]

BILL—PROTITEERING PREVENTION
ACT AMENDMENT.

Second Reading.

MR. WATTS (Katanning) [9.48] 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 Profitecring Prevention Aet, some of
which werce not of a eomplimentary nature.
‘While in approaching this matter T am de-
finitely of the opinion, regarding the sub-
jeet I shall refer to, that the Price Fixing
Commissioner made a mistake, may T make
it quite plain at this juneture that I do not
subseribe to some of the observations con-
cerning that officer. It is possible for any
of us to make mistakes, and it is necessary
only for those mistakes to be rectified either
by ourselves or by someone clse. Members
will all agree that the man who never makes
a mistake rarely attempts to do anything.
With that view in mind, I approach a con-
sideration of the Bill.

The genesis of the measure was the ae-
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 muiton were fixed at

/maxima of 514d. and Gd. per Ib 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
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ditficult to provide deeent quality meat for
sale in the metropolitan markets. Hand
feeding had to be resorted to in order that
farmers apd graziers who were accustomed
to supplying the market with prime gual-
ity meat, conld continne supplying to cus-
tomers an article worthy of distribution as
up to standard. The expense inenrred was
very high. The cost of hand feeding, as
members no doubt will be aware without
their being told by me, probably ranged as
high as 9s. a head. Particularly was that
50 when it became necessary to provide large
quantities of hay, chaff and other materials
to keep the livestock in a reasonable econdi-
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 months.

Before I proceed any further, I wish to
outline my attitude regarding profiteering.
I contend that the legislation on the statute-
hook is, genernlly speaking, very necessary.
It is useiess for us to atfempt 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 eonsumers.
1t is only natural that they should endeav-
our to make the most they can get out of
the transaction. In wartime there has been
in the past—we have only to read the his-
tory of the 1914-18 war fo be 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 lecause, on the basis of
wage adjustment that prevails under our
Australian indusirial laws, any inerease in
the cost of living merely resnlts in a cor-
responding increase in the basic wage, ihe
fixation of whieh in itself results in a further
inerease in the cost of living, and so it goes
on ad infinitum. Thus it becomes necessary
to prevent as far as 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-
evation the cost of producing the article
that is to be sold to the vonsumer. In re-
eard to the action taken by the Price Fixing
Commissioner, to0 which I referred earlier
in my remarks, so far as I ean ascertain,
and I think T am right in my contenfion,
prior to the action that was taken no at-
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tempt was made to give consideration, as it
would have heen in regard to a mannfae-
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
publie auction at Midland Junetion. Auction
sales at Midland Junction are, as most mem-
bers know, the basis on which livestock is
purchased and sold in country districts,
whether privately or at auection. It is the
basis zpon 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 ineurred 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 publie auction. We are always
inelined to the belief—I think a right one—
that, commensurate with supply and de-
mand, the price obtained at public auction
is fair and reasonable at the time. I would
point cut that in the average year there is
always an uaplift in price at livestock sales
at Midland Junction during the wmonth 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 Prieces,
Commissioner Effects Reductions.

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

Asked yesterday whether he was taking
action in the matter, the Deputy Prices Com-
migsioner (Mr. W. A. White) said he had been
conferring with wholesale and retail batchers
with a view to eaging the position. As a re-
suli of the discussions, the wholesale butchers
had agreed to charge retailers not more than
53%d. per 1b. for beef hy the carcass or side.
Thias will result in a considerable reduetion in
tast week's retail prices, as the wholesale priee
reached 62d. per lh. last week.
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Bearing in mind what 1 said a moment age
with regard to the fluctuation in price
which usually takes place in May, but this
year took place in July, we musi realice
that throughout the greater part of the
vear the prices of livestock at Midland
Junction are comparatively low; and,
where band-feeding was npecessary, such
prices would ecertainly 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 he 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 neo
other contributing cause?

Mr. WATTS: I am of opinion that this
was the chief contributing caunse. If is ap-
parent that at the sale when high prices
were realised, the price was considerably
wmore than would justify 6d. per Ib. as the
price from the wholeszler to the retailer for
wmutton. As a matter of faet, suobse-
quently—and after representations made
by the Primary Producers’ Associaiion
and others—within two or three weeks
the Deputy Price Fixing Commissioner
raised the price by Yed. per lb, making it
642d. per Ib. for mutton. I understood at
the time—and I still understand, although
U am open t¢ be convineed by argument or
by evidence to the eontrary—that when he
vaised the price by lbd. affer those repre-
sentations were made, it was an admission
that the prieces 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 me to be impossible to believe
that if the maximmn price which the whole-
galer is to get from the retailer is fixed at
a certain Bgure—in this case 6d. per lb.—
the wholesaler, in making his bid at aaction
for the article which afterwards he is going
to retail, will 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 profit 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 ¢an
offer is so much.” If the market price he
can obtain is reduced, then I submit that
gutomatically the maximum price he can
offer is also reduged. I submit that is what
happened in thix case and that it is the
reason for the eollapse in the prices imme-
diately after the price-fixing venture to
which T have referred.

Mr. Cross: What is your attitude——

The DEPUTY SPEAKER: Order! Will
the member for Katanning kindly resume
his seat? There is far too much private
conversation being carried on in the Cham-
ber. There has been a eontinual buzz prac-
tically the whole time the present speaker
has been 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 eall members to order.
They should act with decorum while a mem-
ber 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 1
have 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
“ecommodity” is defined. It is proposed by
the Bill to add to the definition a provision
to the effeet that it shall not inc¢lude any
agricultural or pastoral produet, so long as
such product is in the ownership or posses-
sion of the grower or produeer thereof and
has not passed into the ownership of an-
other person. Members will realise, there-
fore, that the definition of “commedity” in
the Act will not apply to a sheep or to any
agricoltural or pastoral product of what-
ever nature so long as it is in the possession
and ownership of the farmer himself. If
such produets are submitted to sale at a
publie auetion, I wounld say that the owner-
ship would continue in the farmer until the
product was knocked down by the aue-
tioneer to the purchaser. The Act also pro-
vides that the Commissioner may declare a
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price. I feel, as I said earlier, that it is
necessary to preserve, in the interests of
the eonsumer and of the public generally,
the right of the Commissioner to say that
there shall not be too great a margin of
profit made by any retailer or other person
who is disposing of goods which he has
purchased.

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

Mr. WATTS: That is a more diffieult
matter than the hon. member iz aware of.

Mr, Cross: The price of wheat is fixed.

Mr. WATTS: That is all right. The
provision in the Bill is to allow the Com-
missioner to fix a declared margin of profit.
If an article costs £1 and the Commissioner
considers that 23 per cent. is a fair margin
of profit, then 23s. will be the price which
the purchaser will be entitled to obtain.
If the article costs £2 it is doubtful
whether the Commissioner would consider
23 per cent. was not too great a profit in
those circumstances. On the other hand,
he might consider that some greater per-
cepinge was warranted. Whatever his he-
liet in that regard, the Bill makes pro-
vision, as hon. members will find in Clause
3, for different maximum marging of pro-
tit to be arranged upon various scales as
set onl or relatively to such standards of
moeasurement, weight, capaeity or otherwise
as the (tovernor deems proper. It is there-
fore—and T want to make this very 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
the last thing we desiree [ have ox-
plained wmy views on the Profiteering T’re-
vention Act and the eonditions and eir-
cumstances which surround it, and I want
that to be made perfeetly clear.

There is also a provision in the Bill that
the Commissioner shall not interfere with
or attempt to interfere with or influence
the prices or conditions at or under which
agrieultural products are sold at publie
auction. We contend that the Comms-
sioner did not exercise his powers under
the profiteering Prevention Act to fix =
declared price in the manner contemplated
by the Aet in regard to the partienlar com-
modities we are discussing. What he did
do was—by an indirect method of arrange-
ment between the wholesale and retail
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hutchers, without & proelamation, and with-
out invoking the aid of the Aect—to enter
into an arrangement that definitely did
affect the prices which were paid at public
auction. We wigh 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 chali
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 deelared price
under the parent Act.

There is & part of the Bill I should per-
haps make plain and that is the portion of
Clause 5 which states, *‘There ghall not be
a declared price for any commodity men-
tioned in the Schedule to this Aet.”” The
Sehedule comprises the words ‘‘eattle,
sheep. piga and other stock, the carecases
or dead bodies of such animals when in-
tended for human . consumption: wmeat,
chaft.’”’ 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 me it may be desirable at some
time, at the diseretion of the Commissioner
or the Governor, to include other commodi-
ties other than those mentioned in the
Schedule.

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

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

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

I think T have made the inajor portions
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. [
rofer to the Hon. P. D. Ferzuson, who is
recognised as having a considerable know-
ledge of the agrieultural industry. He wrote
to the “West Australian” in July as
follows :—

A farmer had 500 wethers for sale last
November. The best price he could get for
them nat that time was 15/ per 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, oats, hay,
and agistment at a cost of 64. 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 an inerease of 20s. per head over the
Novembher price. As I pointed out, the cost
in the meantime has been in the vicinity of
14s. per head or say 15s. after providing for
natural logses. This would return a profit to
the farmer of 5s. per head as against the
November price, a not unreasonable expecta-
tion. But as a result of the actlon of the
Price Fixing Commisaioner the price of sheep
at Midland on Wednesday dropped approxi-
mately 10s. per hend as compared with last
week’s price. This leaves the unfortunate
farmer with & loss of 53. per head instead of
a profit. This iustance ean be multiplied ad
infinitum,

I suggest that all producers’ organisations,
stock firms, financial institutions, and others
interested should combine in an emphatie pro-
test to the Federal Price Fixing Commissioner
who could searcely refuse to reverse the action
of the local Commissioner when all aspeets of
the ense wera presented to him,

In case any hon. member may be in donbt
as to the views of the stock agents who sell
at Midland Junction, I would refer them to
the “West Australian” of the same period
in which it was stated in the weekly report
of those gentlemen who act as stoek-
brokers that there was no question in their
opinion that the action of the Price Fixing
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Commissioner econtributed Lo 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 buot only seeks to take from him
the right to do agsin 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 oniy a
limited number of producers able to put on
the market prime stock for the purpose of
bhuman eonsumption—fonnd 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. 1 venture to tay 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 withount
the fullest inquiry as to what his costs were
and the reason why such a price should bhe
fixed by the Commissioner. In those
circnmstances it appears to me that the
House will have little diffienlty in agreeing
with another place that this measure is rea-
sonable and should receive favourable con-
stderation. T have much pleasure In mov-
ing—

That the Bil] be now read a second time,

On motion by Minister for Lands, debate
adjourned.

House udjourned at 10.15 p.m,
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The PRESIDENT took the Chair at 4.3(
p-m., and read prayers.

QUESTION—TROLLEY BUSES.
Restrictions on 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 restrie.
tions which prevent privately-owned and
operated buses and parlour ears from 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 velax the conditions relating
to the taking up and setfing down of pas-
sengers along the trolley bus route as the
Railway administration is making efforts to
cope with the problemm of increased traffic.

QUESTION—FPUBLIC BUILDINGS,
SITE.

As to Proposed New Road.

Hon. H. 8. W. PAREKER asked the Chief
Seeretary: As regards the proposed public
road on the west side of the Christian Bro-
thers® College,

1, What is the estimated cost?

2, What purpose is it intended to serve?

3, When is it proposed to build the road?

4, What suthority 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

estimale has not been prepared. 2 {a), To
provide access to the publie buildings at



