SPEECH IN THE HOUSE OF REPXESENTATIVES BY
THE PRIME MINISIER, THE Rf. HON. Ii.G. MENZIES
ON_NO-CONFIDENCE MOTION, 1OTH MARCH, 1960

MR. MENZIES: I am indebted to the House for .0 lowing me to speak
for a period of 30 minutes. It really is not long enough.

MR. CUKTIN: It is too long.

MR. MENZIES: No, it is not. I Telt that a period cf 30 minutes
was not long enough for the Leadzr of the Opposition (Mr, Calwell)
and I myself would have liked a Little more time., I want to

say first, Mr. Speaker, that the Government, oddly enough, will
vote against what is in effect the no conridence motion. That,
ofcourse, will surprise honourable members oprosite!

Secondly I wish to say something, quite briefly and 1
suppose not comprehensively about the poin%s that were taken by
the new Leader of the Opposition in h:rs attack on the Government.
I should like to chide him a little gently, if I may, about one
or two statements he made in the course of his speech. He saild,
for example, thet there was not one word in cny Government
statement about the impact of inflation on ordinary people - wage
earners or those on {iied incomes. Having saild tnhat, the honour-
able zentleman went on to pay me an i1l deseirved compliment of a
theoretical kind about the snezch I delivered to the Institute
of Hanasement conference in Melborrne to which, as I did not
realise, he had listensd, learning Ifrom it but not, I rearet to
say, acquiring wisdom from itT. IT he pag li:tened to that
speech as clocely as I should have hoved he would, he would have
known that we have made a feature of thiy matter becs,use in that
very statement of mine in the Meltourne Tcwn Hall I said, if I
may quote my om words - L knciy it is an ill bus fness -

'But the fact is that one of tlie great obstacles to counter
inflationary action is that there are nany rcople wno think
a bit of inflation is a very good thing. Such a view pays
little heed to the position of those on fi :d incomes and no
heed whatever tc the continuing and groiing need to finance
by public borrowings at firad rates cof interest a Zreat pro-
sramme of public works the xmpletion of wanich is absolutely
vital to transpori and watzr and power anc housing and
schools and uvniversities, to the ex»ansion of incustry and
commerce, and the maintenance of employment.'’

Theh, Sir, the honourable sentleman, when making his maiden
speech as Leader of the Opposition which we all apprecioted,
said- 'wWe believe that the country is prosperous'.

Indeed it 1is- It is prospercus for the overwhelming
majority of the people of Australia. 1T one had time one could
demonstrate that by showing hov the ordinary standard of living
has risen. But I was zlad to near the honourable member admit
that the country was properous - a rather unpieasant admission
for an Oppositica Leader to have to make. But he made it like a
rman. However, it was a notable reversa. of form for one who has
been busy prophesying disaster and mass unexmpicyment for the
last ten years and urging people not tc save., iven he must know
that saving is one of the prime means of defeating inflation.

He has been saying, "Do not save your noney; spend it. There
is disaster comingz and there will be mass unemployment.'

One of the manv things I like aboul ny distinguished
friend is that he is devoted to prophecy but over a period of
ten years his prophecies have never turaned ou?% to be right, So
this time he jot away from prophecy and uniertool: to cnalyse the
present state of affairs in which there is a distinct upward rise
of costs and prices He said tha® this was a profit - not
prophet - inflation. In order to cstablish that there was a




profit inflation he quoted another authority as saying that the
total profits of Australian companies other than mining companies
last year was £130,000,0C0, Because of that £130,000,000 in

the total national income of Australia he said that all these
things were cxplained.

The honourable member spoke about wages, too, Has he
realised that under the last two decisions of the Commoanwealth
Conciliation snd Arbitration Commission - I do not discuss them -
the annual addition to the rages bill has been £165,000,000,

That is an addition over and above what has existed before, Even
that annual addition exceeds the total company profit by
£39,000,000, That may zive a lot of intelligent and troughtful
people something to think about, My honourable friend seems to
think that that portion of company profit which he regards as
oeing excessive - I do not know whether it is 10 per cent., 20
per cent,, or 30 percent -~ has brouzht about the present infla-
tion while all the other obvious factors in the situation have
not affected it at all. That is a very remarkable state of
affairs.

I shall accept the honourable member's view purely for
the sake of argument even though, between ourselves, I think it
is nonsense., Let us suppose for the sake of argument that there
is a profit inflation and that profits are being made by compan-
ies cvery one of which employs thousands of gzood Australian
people. what does the honourable ientleman propose to do about
it? Our supposition lends itself to a supplementary question,
and it is this: Docs the honourable member regard inflation as
a theoretical or futurc problem or an immediate problem? As I
suppose he would agree that it is an immediate problem, I ask:
fhat does the honourable member isho, thank heaven, has made this
the issue propose to do about it? First of all - indeed, I
thought at one stage it was last of all - he proposcs an amend-
ment of the Constitution and then to decide how to use any new
powers that the people may vote for. Sir, I have had a long
experience of attempts to amend the Constitution. I would not
drecam of speaking of them in that confident way, particularly if
I were saying to the people, "You give me charge and I will
scttle inflation. I will change the Constitution,

Mr. Bryaht: Put value back into the £1.

MR, MENZIE£S: Dear me!l If you would put a bit more value into
the £1. that you zet the £1. would be worth more, That is all
I have to say to you.

Mr., Bryant: That is a prctty bright rcmark.

MR, MENZIES: It is. Brighter than ¢ny remark I have ever heard
you make in this llousc., But I am not to be led off by these
matters. . The time ticks on.

The Loader of the Opposition is going to amend the
Constitution. Really! The honourablic member has enough exper-
icnce of politics to know that you do not just say today: "We
will amcnd the Constitution', and zet it amended tomorrow. I
can remember sweating my way around this country many years ago -
23 years aj o -~ asking the people of Australia to vote to give
power over civil aviation to the Commonwealth of Australia. They
voted, '"No'". Thercfore, if the honourable gentleman is saying
to people who arc properly prossed by the weight of infletion,
"You leave it to me., I will alter the Constitution', they may
have a somewhat sccptical mind about it, But that is his first
step: Je rill amend the Constitution! As & solution for .n
immediate problem of inflation I have never hecard anything more
futile,

In the second placc, the honourable gentleman does not
say on bchalf of his party that he would not intervene before
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the Arbitration Commission, bccause it has been made clear for
years by his predecessor ocnd himself that it would. To do what?
To support furthcr immediate weage incrcases so as to increase
the volume of demand and, if I mey add it, turnover, and, if I
may add it, profit., That is tuc onc short run rcmedy that he
precsents, Tie long run one - guite thecorctical at this stage is
to zmend the Constitution. T[That takes an awful lot of doing.

I am not saying that it mizht not bc donec in duc coursc, but it
takes an awful lot of doing and involves ¢ lot of time. In the
meantime, the short run proposal is to incrcasc the volume of
money in circulation in order to roustrain inflation!

Mr., Courtcnays You should get Sir Frank iicherdson.

MR, MENZIES: Did you rofuse¢ your increasc? Stand up and be
counted! Did you rcfusc your increase? Of coursc not! There
is nothing I despisc more than a fellow who wants to cash in on
& popular clamour, but taokes the moncy Wilc the money is going.
So ¢ nced not pay any attention to you. .

The third proposal of the Opposition is to increcase
government cxpenditurce both in respect of private citizens and
of Statce governments, We arce not paying the State Zovernments
cnough! Last ycar when a new arrangement hod been made with
the State governments and a bill was orought in to zive offect
to it, cvery member of the Opposition voted for it. But therec
is a by-clection coming and so they say now, "Oh, this is
wicked. The State governments arc not getting cnough." So, as
a counter to inflation, the Opposition proposcs that more money
should bc provided for the State governments and for private
citizens!

Of coursc, all that mcans, oncc «gain, is that Opposi-
tion members - and 1 should like to have ncard their viecws on
this motter - cither accept deficit finance in the middle of
inflation, when clearly therce could be nothing more damaging, or
they proposc, vsithout saying so, to raisc taxes in order to
avoid a d.ficit., It would bc vory intercstingz to know whether
the Leader of the Opposition was proposing the outlines of a
counter-inflotionary budget in irhich he rould substontially in-
crease expenditure and jack up revenuce by further taxces on the
citizen.  welly he hos not told us., But the alternative to all
this greatly increcased cxpenditure - as 2 counter-inflationary
mcasure, mark you! - the alturnctive to increasing taxes to raisc
the wind is to lecan heavily on central bank credity to make what
the Opposition vould call o morc vigorous usc of central bank
credit, therceby incrcasing the supply of money, but not, of
coursc, thc supply of zoods and scrvices.

Sir, for a Labour Opposition much cnriched by the
presence of a new Leader, end a ncir deputy .cader whom I compli-
mcnt on his appointment to be scriously making an issuc of in-
flation, and at the same time producing a body of idecas rhich
would only pour pcetrol on the firce of inflation, is onc of the
most pathcetic things in political history.

So far, I huive steoted wshat I belicve to be the Oppo-
sition's countor-inflationary policy - if it is to be called onc-
in positive terms. But there arce negative teims which we all
ought to remember. The first of them is that there is to be no
borrowingz of capital from overscas. I hope that will not be denid.,

Mr. Pollards It was ncver said.

Mk, MENZIESs No, Reggic - I am sorry, Mr. Spcaker - I should
rcefer to the honourable wmember for Lalor,

MR, Pollard: It was not said by thce Leader of the Opposition.




)+°

MR. MENZIES: I am very intcerested to hear you say that because
I made a few notes on what the honourable member for Melbournoe
the Leader of the Opposition whom you loyally serve coday, saié
in 1955 in this very Housc., He said -

As ¢ party-
I supposc that mcans, "As a party" -

we do not belicve in overscas borrowing. 4o have a very
strong objection to borrowing at all from overscas.

Mr. Pollard:s Hear, hcar!

MR, MUNZIES: My old friend, the honoursb le member for Lalor,

can makc the best that he can of that. That is the view unless
it has been changed in the last fortnizht, Labour would not
borrow from overscas! That might be a little awlward bcocause this
country is cnronically short of capital in its present anazing
state of dvvelopment. Je cannot, at present, gencrate all the
capital we rcquire for public works, for the nceds of private
enterprise, and for the employment of all our people.

S0, the first thing that the Opposition says - unless
the policy is now to be ecancelled - is "We do not belicve in
overseas borroving., e are entirely opposed to it.'" All right!
That means that that avenue is closed. Do honourablc members
opposite pelieve that we can get sufficicnt capital for develop-
ment, capital for ecmployment, capital to rcducc the cxcessive
demands inside Australia which so casily produce inflation, un-
less we enrich ourselves by an inflow of capital from other
countries? What is their vicw on that? So far os I have been
able to understand - the Leader of the Opposition said nothing
about it, but I heard his predccessor speak about it a great
deal - the Opposition is severely critical of foreign investment
in Australia. Foreign investors are bad people. They squeeze
out Australians. They have regard only to their own intercst,
They make profits. 1Is this the policy of the Labour Party? 1If
SO, it is a policy that ought to be cxpressed quite plainly in
Dandenong, in Geelong, and in Broadmeadows, to refcr only to my
own State. Supposc Labour did succced in deterring foreign in-
vestment, would it have made a contribution to defeating infla-
tion or would it havc pourcd petrol on the fire of inflation?
These things are worth remembering. I wonder whether honourable
gentlemen opposita, when they find themselves addressing people
wno, by thc thousands, arc employed in Australia as a result of
devclopuiental industrial capital, will say to them, "You ought
not to bc cmployed by these pcoples; you ought to be out of a
job. It is wmuch bctter that you should be out of a job than that
we should allow rioney from overscces to come into Australia."

Time marches on, and I pass to the next point I want to
make. My honourablc friend, talking about the increascu costs
produced by rccent cvents, has said that the Government is not
asking business intcrcsts to absorb some of thesc costs, but if
big business is so prosperous, it should be able to debit some of
the wage incrcases against its profits. I was sorry when I heard
the honourable member say that, becausc he had done me the zreat
honour of going to the iMeclbournce Town Hall to hear me malce a long
and considered statcement on these vely matters. I merely recall
to his mind what I said., I shall quotc it to honourablc members:

'The cmployer who simply passcs on wage incrcases into higher
pricecs 1is contributing to the inflationary spiral, rcndering
inevitable the next wage increase, and cost incrcase, and
rice incrcasc. Vast numbers of ordinary citizens will suf-
fer in the process, the export industries will be penalised,
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and the nutional finances will be disorganized, The task of
the employcr, vho is for this purposc the managei, is there-
forc to mcoet cach upward movement of labour costs first, by
absorbing it as far as possible, not r¢iarding the current
rate of profit as sacrosanct, <nd sccond (or should it be
first) so improving the ¢ffieicney of his opcrations as to
reduce, or at lcast stabilisc, his unit cost of production.

I quote those words in order to demonstrate that this has been
by no mcans overlooked.

As I an now lcft with vight and a half minutes Ithink
I should perhaps say somcthing about our own policy in casc it
dccomes overlooked., I will pass over all the proposals that have
becen made by Labour leadcers or by a Labour leader over the last
scven or cight ycars. In cvery political cempaign and in every
policy specch we have hcard of more millions, morc hundrcds of
millions and morc promises, all adding to purchasing power, and
not onc of them having any reletion to production. I pass over
that. As counter-inflationary measurcs they werce, of course,
quite pathotic. But, Sir, wc the Government have done somcthing
that the Opposition has not done., e have had a gcod deal of
oxperience about this matter, In 1951 in the Bud_ct of that year,
when the wool boom following on the Koroan war had led to the
most tremendous inflationary pressurs, we intreduced a Budget
waich was violently assailed by the Opposition. This Budget was
designed to draw down the total purchasing powcer so that the de-
mand in the country would not outstrip the supply. Honourable
memb.rs opposite had a wonderful time. They took us to picces and
they had zreat supporters. The sellup poll showed us right down
at carpet level. But in-thHe 195% clection we won, and wo won in
1954 becausce the action we had taken against inflation had pro-
daced results. Je may have won becausce the honourable sxentloman
wno is interjecting was onc of the candidates. Of cours., wc won
in 1954 becausce the people saw that stability was being achicved
by this Government. The people arc not such fools as members of
tac Opposition appcar to them.

’

I shall theucfore rchearse guite bricefly what action we
arc taking. e huve had to deal with booms by budgeting for a
surplus and have been hated in the process. We have had to deal
with minor rccessions by budgeting for a deficit and whatcver weo
nave donc on these matters has been rong, but in the not result
as thce Leader of the Opposition himsclf admits, *this ccunvery is
in a statc of prosperity that it has never been in before., Our
influtionary mcasurcs - I nention them very briofly devoting about
45 scconds to cach - arc thesce:s Je arc soing to avoid dcficit
finance bedausce deficit finance adds to the supply of moncy ahcad
of the supply of goods or scrvices., Deoficit finance is proper in
a puriod of rccession. Budgzeting for a surplus, as in 1951, is a
prop.r countcr-inflation action. Docsthe honourable Leader of the
Opposition agrce with not budgeting for a deficit? He has not
said so. Hc doces not belicve it. Being an honest man he could
not honcstly say so bucausc the promiscs that will pour out from
the Opposition in the next few wecelis would make . balancoed budzot
impossible. Thercfore we are for avoiding deficit financce. The
Opposition is for h:ving it.

In the sccond place we support a2 central bank policy of
restraining the growth of cxeessive liguidity at a time of infla-
tion. The Leader of the Opposition said on bechalf of his party -
thouzh I should doubt that he soid it on betialf of himsclf - that
that is not right. His motto is morc and morc and morce liquidity
and more «nd morc central bank crodit. That is crazy and I say
that on bechalf of the ordinary pceople of this country who suffor
from inflation.

In the third placc we have said plainly that we are
Joing to do what we can to resist, not payinz inercascs as such,
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but to resist inecrecascs in the pay cheque of the country which
are not matched by incrcascd productivity. This is the whole
basis of truth in this matter. If you pay morc¢ than theic is
production then you huve, of cours:, inflation and rising prices.
If you pay less than you have production, then you have a period
of de¢pression and rec:ssion. The honourable zentleman says,
"Forgcet about productivity." Indced, he did not say a word about
it - not a word., Nor did his zrc¢at predecessor over ninc or ten
years say « word about productivity. He said, "Support the in-
creascs whatever the result wmay be.!

Finally wc say lee us move as quickly as possible to-
wards the removal of import licensing and thus towvards <n in-
creasce in the total supply of zoods. JJhatcver nonscensc may be
talked about profit inflation, the truth is that by ond large,
over a period - a month, o ycar or five years- inflation repre-
sunts an over-supply of moncy as comparcd with the sapply of
goods and scrvices. Ther.fore, Sir, wc have stepped towards the
removal of import liccasing. Before I finish, heving said that
the Labour Party is opposed to this, let me remind thosc of  the
othcr side who have some memory that when, in 1952, we intro-
duced the modern cdition of import licensing - qui%o scverely -
we were assailed from the Opposition for doing so. Dr. Bvatt,
who was then Leader of the Opposition and who is now happ. 1y
placed in @nother jurisdiction, said, "ie look forward to the
time when this system can be removed and when there will be sub-
stituted for it a propor system of tariff dutics so that the
trade of the country may run froce'. 3ut, today, thc Opposition
is scratching about for a new look. However, it is very nard to
de 'elop a neow look in three or four days. So it has now dis-
covered that the removal of import licensing is a wicked thing,
although it thought, only a fcw years ago, that the imposition
of this kind of licunsing was a piccce of villainy.

I sum up, 3ir, by saying that the Australian Labour
Party, having decided, as it has doncy, o make inflation the
issuc, has absolutcly no rcmedies to offur, uxcept, first, an
attempt, some day, somewhere, in respect of some matter, to in-
ducc the people ¢o alter the Australian Constitution, and,
sccondly, further taxes - I think they werc vagucely hinted at -
on the profits of companics.

Mr. Speakers Order! The Rt. Hon, gent’snan’s time has cxpired.

Mil. MENZIES: Thank you, Sir, That was c¢xactly where I wanted
to cnd.




