SPEECH BY THE PRIME MINISTERl THT RT., HON. R.G.
MENZIES IN THE HOUSE OF RiEPRESENTATIVES ON THURSDAY
24th MARCH, 1960

: Mr. Spcaker, I had the grcat advantage this afternoon
of listining to the specch of the Attorney-Geneial (Sir Garfield
Barwick) in recply to the attack moade on the Govermment in rela-
tion to the subject of wool pics., I am bound to say that his
speech, though bricf, was so decvastating that nothing rcmains to
be saié on that matter. He cxposcd the Opposition's move as a
picce of arrant political humbuz. S0, my collcazuc having
successfully destroyed this attack, there is no rcason why I
should trample on the graves of the attackers.

But, Sir, the motion put forward by my friocnd the
honoraoblce member for Lalor (Mr., Pollard) -went beyond wool pics.
It cxtended into the crea of restrictive practices. About that
also my colluasue had something to say. HKestrietive practices
arc, I imaginc, attacked in the casc of wool because it is said
that they tend to reduce prices. In cvery other respect that I
can think of, howcver, they arc attacked because it is said that
they increcasc prices ond therefore increasc profits, and therc-
forc producc what the distinguished Leader of the Opposition
(hir. Calwell) was zood cnough to describe, o fow times at
least, as a "profit inflotion".

Mr, Calwell - That is rizht,

MR. MENZIES: That is right! I am very :lad that he is here,
ovcausc I rezard his words with zrecat interest. Scveral times
he has made it clear thot this is a profit inflation. Thero-
forc, I imagine that my distinguished fricnd will agree that
this is just onc phasc of the attack, which thc Opposition is
going through thc motions of making, on the subjcct of allcged
cxcess profits and how to decal with them. Pics, coupled with
the honorable name of General Motors-Holden's Limited, represent
the two ¢nds of the scalc. Now Sir -

Mr. Pollard - What about Sir William MacGrejor?
MR. MENZIES: I have ncever heard of Sir William MacGregor,
Mr. Whitlam - You have hcard of Sir Jilliam Angliss, though.

MR. MENZIES -~ Ycs, I have, und how grcen with envy you hove been
cver since. I hate to usc the word "green' beacuse it may wake
up troublcs on the Opposition side and that, if I may -~ .7 so to
tho Doputy Leader of the Opposition (Mr, Whitlam), is the last
thing I would want to do. Now, Sir, the Attorney-General has
already said somcthing about the difficulties that are involved
in an attack on the problems of improper, harmful price agrec-
ments. I do not desire to add anything %o what he said on that
matter, but there are those, of course, who after a period of 59
years of this Parliament's cxistence, profess to find that the
problem is gquite simple. No Governmont from this side of poli-
tics or from the other has cver found it simples; but I am happy
to say that, reinforced as we arc in this Government by the
services, as Attorney-General, of the most distinguished consti-
tutional lawycr at the Australian Bar, we arc, in all carnest-
ness, concentrating our minds on what can be done cither in the
general or in the particular.

The gencral treatment of this matter is not, of Coursc,
very casy becausc, as everybody knows, and as the Joint Committce
on Constitutional Review recognized, the powers of the Common-
Jealth arce sketchyy; but the powers of the States within their
owm uomain are clear, .nd the committec duvoted a sood deal of
thought to producing its own solution of this matter, Now, I am
not at all disposed to brush all thiot to one sidec. I think that
the report on that matter is of zreat interest. I have read it
two or tarcc times, It is of jreat interest, but it does not
solve the problem becuousce, first of 21l, you have to detcermine
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whether you are zoing to sccek to deal with thesce matters by
clear Commonwealth law ofcontrol or whether you are going to
seek to deal with them by co-opcration between the Commonwrealth
acting within its powers .nd the States acting within theirs.
And obviously this is not a matter about which ot this stage we
can do very much.

The Opposition professes to say - and I understand its
attitude of mind - "Well here is the rccommendation. All you
have to do is put it forward. The pecople will approve of it
and then the wholc constituional structure will be changed." I
do not want to bc¢ unduly melancholy about this matter; but I
should like to rcmind 211 honorable membe:s of the House that
for 2 long time it was thought that the answer to this kind of
problem was to give the Commonwcalth Parliament power to legis-
late with rospect to monopolies - a nice, round, mouth-filling
phrasc, But that phrasc is understood by the Opposition in a
quite diffcrent scnse from that in which we would understand it,
The Opposition is entirely in fevour of monopolics so long as
they arce zovernment monopolies. We, on the contrary, have al-
ways been disturbed about any monopolistic tendencics in the
ordinary, and what ought to be compectitive, business world,

I hope I will not be told that if I only had thc right
attitude of mind the Constitution could be alterced tomorrow. I
roemind the honorable gentlemen opposite - as they have reminded
us and others - that the Constitutional Review Committecet's re-
port points out that five times in the history of the Common-
wealth attempts have been made to sccure power over monopolies
for the Porliament of the Commonwealth, and five times the pro-
posals hawe been rcjected. I quite agrec that on the last occa-
sion, in 1944, the proposal found itsclf onc of fourteen points
which the then Attorncy-General was optimistic cnough to think
would be adopted in toto and which the people were pessimistic
cnough to rejcct in toto,

But, Sir, the constitutional problcm is not a very
¢asy onc, and among thc things that we ¢ll hove to consider is
whother we will travel faste:r and farce better by huving co-oper-
ative action with the State zoveornments and the State parlaiments
than by trusting all to the chances of a constitutional amend-
ment - one of 22 comparatively major constitutional amendments
to which the attention of the Porliament is dircceted by the
report that has becn referred to so frequently in this debate.

There arc, ofcourse, somc¢ heads of power bclonging to
the Commonwecalth under which, subject to the wind and weather of
scetion 92 and thosc other prohibitive scctions of the Constitu-
tion, we ..ight bc able to do somcthing. I con assurc the Housec
that we have becen concentrating our minds on this very matter.
Jhen it was gsaid in the Governor-Genceral's Specch that we were
closcly investigating thesce matters, that is cxactly what we
meant, What is more, we mean to achicve as much result as we
can yithin the limits of our powc: in referconce to this matter at
the carliest possible moment.

The wholce Yousce nced have no exaggerated fears on
thosc matters. But, Sir, as I said vhen I stood up - and I no-
tice that the inexorablce hand of the clock gocs round and I
have used up half of my time - this is onc fecct of the campaign
which the new Leader of the Opposition (Mr. Calwell) has
launched rith customary spirit ond gaicty - profitcering -
profit inflation. Thercfore, I would like to say just a fow
words cbout this alleged cascy; beceousce there is no better answer

-to a rhetorical casc than a few simple, well-vouched facts. The

honorable gantlceman said in the eneral, and his collcaguc, the
member for Lalor (Mr., Pollard), said Today in the particular in
another connexion, that 2ll thesc thinzgs are part of a profit
inflation. 1In other words, thesce things represent that the
present state of affairs in Australia, the inflation that is
going on - the inflation which they used to describe a few years
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ago as a bogy - is due to extravagant profit making, whcther it
is made by rings or whether it is made in the ordinary course

of business. Thercfore, I would like to say, if I cun be heard
over the unkindly intcrruptions of my distinguished and very old
friend, the honorable member for Lalor, that this talk about
profit inflation is the greatest rubbish in the world. And, of
coursc, if that falls to the ground all this becomes a mere
skirmish direccted to the non-wool-growing constitucncis of Aus-
tralia, which I gathercd was the case this afternoon.

Now, Sir, a few facts., The last concluddd financial
year is 1958-%9, and I hope I will not be contradicted on that.
The national incomc in 1958-59 was £5,000,000,000. It was
£5,021,000,0003 but call it £5,OOO,O(50,OOO° Jages and salaries
in Australia rcpresented, out of that, £3,046,000,000, In other
words, somecthing wc¢ll over 60 per cent, of the national income.
Remember that; wages and salarics represcented £3,OL+6,OOO,OOO°
Company income, mcaning by that the gross profit before taxation
was £630,000,000, and bank profits £28,000,000. 3o that the
total profits ofcompanics of all sorts, public and private and
banks was £658,000,000. Out of that income, tax on companics
and the banks amounted to £220,000,000, and that left
£1438,000,000, nct dividends ond profits sent abroad - and I
cmphasize that becausce the grecatest friend tnat they have over
there is General Motors-Holden's Limited, and they generalize
from Gencral Motors-Holden's Limited which, if I romember
corrcctly, they had the grcat honour of cstablishing in this
country -were £43,000,000; See how the figurcs are ocoming down.
Dividends paid to Austrolian residents werc £160,000,000,

3o out of that £658,000,000, taxation accountcd for
£220,000,000, and dividends, both scnt overscas and left in
Australia, amounted to £203,000,000, perccptibly lcss than the
tax on thesc companics. Then, as we 30 down the linc, that
leaves us with undistribated profits of £235,000,000. ilc
started with £658,000,000. Thosc undistributed profits of
£235,000,000, going into the rescrves of companies have provi-
ded for their development. They have been ploughed back into
the business. And when onc of thesc enterpriscs, which we can
abuse much too lightly in this country, ploughs back so high a
percentage of its profits into its business, it mcans a new
foctory and cxtmnsions ond morc cmployment, morc stability of
ecmployment and more sccurity. I wonder how my distinguished
fricnds opposite would like to 2o and tell the cmployecs of onc
of thesc companics that they do not believe the company should
have any capacity for financing its futurc devclopment and fu-
turc cmployment -

Mr, Haylen - Why don't you go back to your muttons?

MR, MENZIES: If I did go back to my muttons, I would go dircctly
to the honorable member, Of this remaining total of £235,000,00
residents accounted for £201,000,000. In other words, residents
had the cquity in this undistributed profit to the cextent of
£201,000,000; ond thesc sinister monsters which arc goetting
command of Australia had £43,000,000 - £201,000,000 hcrc and
£43,000,000 ove:seas.

Now, Sir, I will just put that in summary. Of the
total company profits - «nd this is all bchind this motion, the
objeect of the oxcrcise -~ this is the case that the Austrelian
Labour Party undcer new and garnished leadership thinks it has -
of the total company profits carned in Australia, ~nc-third comcs
to the Government as income tax for cexpenditure on the general
social and other scrvices of the country, 39 per cent. soes back
into ¢nterpriscs for development, for capital investment, futurc
cmployment and for cxpansion of our industrial capacity, and
ncar cnough to 31 pcer cent. is paid out in terms of dividends.
Now, Sir, thosc, I think, arc very intceresting figurvs, and I
refer to them becausce I believe that the Opposition has put this
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sorry littlc motion foruard today as part and parccl of its
general compaign on profits,

The only other thing I rant to say is this - and I
have threc minutes in which to say its Je have occasionally been
told from thc other side of the llouse that if we did our duty
we would imposc an cxcess profits tax. And cven the honorable
member for Bast Sydney (Mr. Ward), who dics hord, as we all know
in the last fortnignt, kceps referring to this. Hay I remind
him ond may I remind the Housce that there have been quite a few
attempts made to devise an cquitable and just system of excess
profits tax on companies which would not gricvously handicap
the new company cstablished by somc cnterprising Australian
sterting from scratch, The late John Curtin had to abandon it.
The late Mr. Chifley had to abandon it and, indeced, hc was very
frank about the matter becuuse in 1947, in this vesy place, he
said -

In ordinary pcacc-time circumstances this tax operates
incquitably.

This is the cxcess profits tax -

It penalizes new industrices by preventing the building up
of reserves .nd conscquently favours old cstablished indus-
trics which hove had the opportunity of building rescrves
in the past.

] Sir, I quotec that, and I would likc to have said morc
about it; but I guote it for the purposc of showing that if the
Labour Party in this placc wants to put itsclf forwvard as the
party which will protcct the old ¢stublished busincess and as the
cnenmy of new centerpriscs, which must attract a lot of profit in
ordcr to develop a new industry, it ought to say so.

Mr, Pollard - It is not a mattur of profit inflation but of
pricc manipulation.

MR. MENZIES - I do not nced to tell the honorable member any-

thing about ool pics. The Attorncy-Genceral left him, this
afternoon, without cven the crust of a pie to bite on.
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