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" QONFERENCE OF COMMONWEALTH AND STATE
| MINISTERS, 1931.

[r. SCULLIN.—Gentlemen, I welcome you to the
nal Capital. A committee of Treasury officials
as been engaged in preparing certain data
ng the final touches to its report, and while
awaiting the particular data upon which we
asked to come to a conclusion, I think it would
sable to have a general expression of views
e situation.
has a conference of Commonwealth and State
s been called in a time of graver economic
never has a conference been asked to assume
responsibilities. The causes underlying the
confronting Australia are so well-known as
only the briefest reference. In part, they arve
in their operation; in part they are of
@’s own making. The general fall in prices,
nent entirely beyond the nation’s control, has
about a world depression of unexampled
The world depression in itself ranks as a
‘disaster in most countries. Australia, as a
ountry, is bearing a full share of its paralys-
ts. Simultaneously, other misfortunes of equal
“haye come upon us. The fall in prices has
ich heavier in the case of raw materials and
fs than in regard to other goods, Thus, the
f countries like Australia which depend for
perity upon the export of raw materials and
1§ much worse than that of manufacturing
Our plight is probably the worst of all
tralia has almost the highest net value of
head of the population, of any country
. Her exports are mostly wool and wheat,
and base metals occupying a secondary
. Of these commodities, wool, wheat, and base
have declined in value nearly 50 per cent.
prices of 1928-29, and the prices in that
not very different from the average of the
SeVen years. _
frading country like Australia, the sudden
in ifself a catastrophe of the first magnitude.
fall in prices of the principal primary
on which Australia relies largely for her
come has reduced the value of our exports
ately £40,000,000. This loss, from exports
resulting from the complete cessation of
3 from overseas, average £30,000,000
ther represent a reduction of £70,000,000
more than 10 per cent. of the national income
ars of prosperity. This, however, is only
loss. The reduced spending power of pro-
rely upon the overseas market for the
commodities, and of those who were depen-
‘works of public development from the ex-
of loan moneys obtained overseas, has
the income of producers and wage-earners
The fotal fall in the national income may
000,000. Some experts estimate a figure

ences of this world-wide economie disturb-
7 being brought home foreibly and dis-
very member of the community. Primary

The Conference opened in the House of Representatives, Parliament House, Canberra, on
day, 6th February, 1931, at 11.30 a.m., when the following speeches were delivered: —

production is being carried on largely at a loss. The
national credit is at a low ebb, and at the moment, no
further borrowings can be made overseas. The pur-
chasing power of the community has diminished. Un-
employment is increasing, All governments have ex-
perienced deficits, and are facing larger deficits. And,
probably most serious of all, there is a general lack of
confidence throughout the country. The main burden
is being borne by the growing numbers of unemployed
and by the primary producers who depend upon the
export market.

The fact most poignantly brought home to every one
of us to-day is the tragedy of unemployment. In
ancient Egypt, people suffered when there was famine;
in Australia to-day people suffer when there is a glut.
Australia is rich in natural resources. The season
Jjust closed has been good. Thousands of workers, as
well as machinery, stand idle. Yet, hundreds of
thousands of people are in need of the goods which -
those workers and machinery could produce. This is
an anomaly of world economie conditions which
severely tries the patience of mankind. The rapidly
declining purchasing power accentuates from week to
week this serious problem.

To thousands of Australians out of work, through
no fault of their own, it is small consolation to say
that this is the lot of many millions of people in
the world to-day. It is only natural for the unemployed
to regard the situation that confronts them as a
challenge to our whole social system. This state of
affairs cannot be allowed to continue without danger
to the community. The most formidable task before
the conference is to shorten, as far as possible, the
period of unemployment.

Experience has shown that employment on public
works, merely as a measure of relief, is wasteful. It
does nothing to cure unemployment and nothing to set
the wheels of industry turning again. Even if financial
conditions permitted the putting into effect of such a
policy in Australia, the result would eventually be to
aggravate our troubles.

On the other hand, we should as soon as possible
endeavour to embark on a measure of public works that
are economically sound and that will yield full value to
the taxpayer for his investment, Partly completed
public works are “frozen assets”. The expenditure of
additional money would turn them into revenue-
producing assets.

These measures however, may relieve, but will not
solve, the unemployment problem, To provide a solu-
tion it is necessary to stimulate, as far as possible, the
conditions that will lead to a revival of industry, and
thus to the employment of workers on production.
This is the fundamental task before Australia,

The Governments of the Commonwealth and of the
States, are faced with the task of meeting the very
serious budgetary position. For the financial year
1930-31, the Commonwealth deficit is estimated at
£10,000,000, and that of the States at £5,000,000, a total
of £15,000,000. A forecast for the year 1931-32 shows

that, on the basis of present conditions, the deficits
would be larger still.



The inereased Commonwealth deficit in 1930-31 is
largely due to the fall in revenue from customs and
exeise, which in turn has been caused by the drastic
measnures it was necessary to take to reduce imports and
so rectify the adverse trade balance and provide for
payment of governmental obligation overseas. The
heavy increases in State deficits have been brought
about chiefly by losses on the railways. Both these fae-
tors will adversely affect Commonwealth and State
budgets for 1931-32. In addition, a considerable fall
must be anticipated nexi year in the yield of direct
taxes, and especially income taxes.

At the conference of Commonwealth and State
Ministers held in Melbourne on the eve of my departure
for England, an agreement was reached that we should
balance our budgets. There has been much eriticism,
since my return from abroad, based on the allegation
that the Commonwealth Government, in particular, has
failed to honour the agreement. People who indulge
in such eriticism do so either for political reasons or
because they are not informed of all the facts. The
immense deeline in revenue from customs and excise
and from other sources has revealed that the task we
set ourselves was too great to be accomplished at once.
Despite very substantial economies, the gap was too
large to be bridged by reductions in expenditure. If
the salary of every Commonwealth public servant was
cut out, we could barely meet the estimated deficit
for the current year.

There are clearly very great difficulties to be over-
come in order to restore budget equilibrium. The
expenditure of the Commonwealth Government,
amounting to approximately £80,000,000, may be sum-
marized as follows:—

Interest and sinking fund . . £23,000,000

Exchange 4 3,000,000
War, invalid and old age penamns - 20,000,000
Defence . . 3,700,000
Payments to States 12,500,000
Public utilities 11,000,000

Ormnmy departments u.ml m:qcellaneous ser-
vices .. i 6,600,000
£79,700,000

The Commonwealth Government’s expenditure on
salaries and wages is approximately £11,000,000 a year.
The figures of expenditure quoted show clearly that the
bulk of the payments for salaries and wages come under
the heading of “ Public Utilities,” which includes Post
Office and Commonwealth Railways. The total expen-
diture for interest, exchange, pensions, defence and pay-
ments to the States shows how grossly unjust is the
propaganda of those who try to make the people believe
that the bulk of the Commonwealth expenditure is due
to departmental extravagance.

To turn now to another matter which is of most
serious concern to the Commonwealth and the States,
and which must be discussed at the Conference, the
short-term indebtedness of the Commonwealth and

tates by way of overdrafts and treasury-bills, as at
the end of this month, is BS+lmflled at £55,512,000, of
which £38,075,000 is owed in London and £17 437 000
in Australia. Of the total of -£38,075,000 owed over-
seas, £10,220,000 is owed by the Oommormealth and
£27,855,000 by the States. The Commonwealth Bank
ig carrying £20,000,000 of the total of £38,075,000 of
floating debt abroad.

The short-term debt overseas has remained prac-

tically stationary since last September, when the
exchange pool came into operation. Some definite plan
ig essential to deal with this debt.

The problem of funding the floating debt is distinct
from the annual liability of £34,000,000 payable over-
seas, mainly for interest and smkmg fund. Of this
:otal the Commonwealth share is £12.500,000 and that
of the States £21,500,000. At present rates of exchange,

the meeting of these liabilities involves the
about £10,000,000 more in Australian
merly this bill for interest, sinking f
services was met without exchange diffi
were borrowing £30,000,000 annually overse
works. With the cessation of this loan mon
decline in the value of our exports, an acu
exchange position developed, which compe
monwealth Government to adopt the n
measures to restrict imports. These mes
well known, have been highly successful,
the existing low prices for wool and wheat
our exports for this year will exceed conside
of our imports.

Before the present depression became acute
a growing feeling in Australia that overse
should be reduced. The result of extensi
overseas has been to flood Australia wit
goods, to the detriment of our own ind
reduction, however, should have taken
period of years. If, for example, overse
been reduced gmdually over a period of five
should now be able to face with less graves
the task that confronts us.  The gran
assistance depends, however, entirely upon:
our determination to meet all our chligati
the sincerity of the measures we are ourselv
to solve our problems. 7

The Conference should turn its attention to
tion of a reduction in the rate of interest for g
loans. To bring this about will require
hy Governments, the Commonwealth B
banks and savings banks, :

The steep and continuing fall in price lev |
panied, as it has been, by constant and
increases in unemployment has created
trade and industry, and disastrously affee
ment revenues. The only sound remedy 1
our energies and resources to the stimulation
and the absorbing of men in employment, -
production will follow increased spending - :1
the national income will be increased.

The essential need of the moment i to 1
dustry as a whole, so that our people may be
with work. When this is done the problem of
budget equilibrium will be lightened. The
of budget equilibrium would lead imme
improvement of our national credit.

Finally, there is the special problem of the
producer. His plight to-day is serious in
Wheat is now selling at about half the pri
the previous crop. Urgent measures must
to enable farmers to continue production’
If the farmer is unable to carry on, the futi
Commonwealth will, indeed, be dark.. -

The chief factor operating against financial
is the serious lack of confidence in our se
investors both in Australia and overseas.
these securities are unduly low, and inte
unduly high.  Long-dated 5 pEI cent.
securities were quoted in London on the 27th
as follows :— - 8

Commonwealth L o) SO e
New South Wales 10 " o8 Rt
Victoria 1001 B2 Lo oo B
Queensland .. - -8 .o 4088
South Australia o) o 8 gg b
Western Australia v 1
Tasmania o 4 74

On the same date W( W Lemand 5 per cenf
stood at £99 2s. 6d., and South Afriean 5

at £101 7s. 6d. The lack- of confidence reve
these Australian prices is entirelv unwarrai
part of a psychology of fear,



“the duty of all Australians, no matter how
mt their views, not only to refrain from state-
galeulated to foster this fear, but also to dn
ling in their power to encourage production in
iy and thus restore confidence in Australia,

thus outlined the problems facing us. The
ered by the committee of officials will be
hus in our deliberations. Quite a number of
1t questions await decision, the most important
t fundamental step the country has to take
oblems confronting it are to be solved. I pro-
ake available to the press a copy of my
marks. Has Mr. Lang any comment to

G.—I should like to hear what the plan

ULLIN.—There js no plan. As I pointed
ie Premiers when I called them together, the
holding this conference was to evolve one. The
i of the committee, whose report should reach
00n, was really to gather information for this

Obviously no committee of officials could
plan or. policy for governments, and cer-
one government could be expected to prepare

which all governments are to share, That
tone which is mutually evolved, and it is the
of this conference to see if it can agree upon

RE.—Has the committee made any recom-

LIN.—Tts report is not yet to hand, but
at it is not its function to make a recom-
0, except that each official may make a recom-
0 to his own government. The duty of this
officials was obviously to gather information
it before this conference. If any recom-
§ are made as the result of the discussions
als, I take it that each official will make
own government, and the representative
rnment can make use of them here ag he

EE.—When we left Melbourne the under-
8 that a committee of officials should pre-
years’ plan for the rehabilitation of Aus-
ces for submission to this conference,
LIN.—I do not think that is correct.
iggestion was that the experts should
agenda.
HEE.—Any plan suggested by the experts
ssarily be adopted by this conference, but
basis for discussion.
LIN.—TIt is hardly the function of
officials to lay down a policy for Govern-
ir function is to gather data, upon the
hich we shall evolve a policy if we can.
PHEE.—The experis can make suggestions,
IN.—I should think that each officer
his suggestions to his own Ministers.
RNES.—Should we not have before ug the
red by the experts before we - attempt to
problem ?
IN.—I think most of us have seen a
f the report.
S.—Mr. Lang has not seen it, because
ales did not send a representative to the
of experts.
.—1 understand that the Loan Council
at Government experts should prepare
or the comsideration of this conference.
at information before us we would be
d to evolve a plan.
LIN —The information will set out the
d economic position of Australia, Un-
e had to call Sir Robert Gibson away

from the Melbourne gathering, and the other experts

who were engaged with him there are now consulting

with him,

Mr. BARNES.—Tt would be wise to allow the mem-
bers of this conference time to look through the report
before discussing any general plan.

Mr. HOGAN.—When we get the report we should
adjourn to consider it,

Mz SCULLIN.—The report will contain a con-
siderable quantity of statistics, but while we are
awaiting it we could proceed with the discussion of
fundamentals. I have made a general statement of
my own views. TFrankly, T say we shall not solve
Australia’s problem unless we make our first objective
the stimulation of production in order to absorb the
unemployed, and so increase the national income.
Other members of this conference may take a different
view. A preliminary exchange of views would be very
helpful. If we can agree to a line of policy the infor-
mation prepared by the officials will be useful to us.

Sir JAMES MITCHELL—If we can solve the
unemployment problem we shail get rid of most of our
troubles. '

Mr. SOULLIN.—T think so. We must start from the
foundations,

Mr. JONES.—The first need is to restore confidence
in Australia, and any obstacle to such restoration
should be removed. If we can restore confidence, com-
merce and industry will revive, and that will lead to
the absorption of the unemployed.

Mr. HOGAN.—TI suggest that the Prime Minister,
who has recently returned from Europe, should make a
statement to the conference regarding the overseas
position. The correction of our troubles overseas is
vital to a straightening out of our finaneial difficulties.
The increase in the exchange rate is adversely affect-
ing all government operations.

Mr. SCULLIN.—T do not think I ecan tell you any-
thing about the overseas position which you do not
already know. Tt ig revealed by the figures I have
quoted. Commonwealth 5 per cent. stocks are quoted
on the London market at £74, and State stocks as low
as £62, whilst South African stocks are at a premium
and New Zealand stocks are quoted at £99; it is
obvious that Australia has no chance of floating
another loan while such timidity and lack of con.
fidence continue.

Mr. MOORE.—That state of affairs must be largely
due to ignorance. The stocks of all States should be
on the same footing; there ig no difference in the
security, because the Commonwealth is responsible for
all State loans.

Mr. SCULLIN.—A large proportion of Australian
stocks is held by small investors, who probably are
not aware of the Commonwealth guarantee.

On motion by Mr. Hoaax, the conference continued
in camera.

ASSISTANCE TO WHEAT-GROWERS.

On the conference resuming in open session at 2.40
PM—

Mr. SCULLIN announced that the Commonswealth
Government had put before the conference the follow-
ing proposal:—That a loan of £5,000,000 should be
floated to provide an export bounty of 6d. per hushel
on wheat. The payment of this bounty, which would
amount to approximately £3,600,000, to be a Common-
wealth liability, the States to join in the loan and be
liable for the balance of £1,400,000 to be advanced
to necessitous farmers to enable them to carry on, and
to assist them in putting in this year’s erop.

Sir JAMES MITCHELL.—The bounty would mean
6d. a bushel above the export price. What is to happen
in respect of the difference between 4s, per bushe] and
the export price?




