SPEECH BY THE FRIME MINISTER, THE RT. HON.,
R.G. MENZIES, AT THE COMMONWLAL TH CLUB,
ADELAIDE, on 13TH FEBRUARY. 1961

Mr, Chairman, Mr. Premier and ladies and gentlemen:

That last remark 'You are just as welcome as you vere
27 years ago! is one of the greatest masterpieces that I have
ever listened to, Because, you see, 27 years ago it didn't
matter what I did, so far as you wecre concerned - I was acting
Premier of Victoria, (Laughter) The Chairman conceals the
intervening period except for the time when I came as Leader
of the Opposition. But there arc one or two other preliminary
remarks that I would like to make,

First of all, when I was standing out in thec lobby
secing the "grecat" go by I was delighted to encounter Stanley
Skipper. (Applause) He looked to me to be almost exactly as he
was when I first knew him a mere matter of 32 or 33 ycars ago.
And he said to mec "I have becen practising at the Bar for 60
years." Well if he had been a politician I would have said,
"You're a liar!? (Laughter) But you don't talk like that to
distinguished lawyers. However I am delighted to know that he
is herejand fascinated to think that this Club, now so wcll
known all over Australia, was cstablished by him - what 50
years ago? It seems almost unbelicvable,

Now you said, Sir, that I must havc forgotten what it
was likc to be Leader of the Opposition. On the contrary I
romember it very well., And I rcemember some of the rules for
getting out of Opposition and getting into Government. But I
am keeping them to mysclf, (Laughtcr) Why should I cgg on my
friend Mr, Walsh? (Laughter) Why should I give the priceless
scercts of the art of Opposition to ny friend, Mr. Calwell?
Certainly not! Sone day I will write a chapter in a book about
ite That will be, I think, ratner helpful to whoever is leading
the Opposition then. And who knows who that will be?

Now I know that this is not a political gathering in a
Party sensc and I don't proposc to make any Party obscrvations,
But I would like to say a little to you about one of our
domestic problems, our national domestic problems, which has an
intcrnational flmrvour; and sonething about the international
problem itself,

Pecrhaps I might say soncething about the sccond, first,
because I was reminded of it when the Chairman was introéucing
various people and we were applauding therns I have the bad old
habit, if ny lcft hand is otherwisc engaged, of snacking the
table by way of applause., I had to go to the General Assenmbly
of the United Nations to discover that that is not done any
longer, Because the first tine at the General Asscrnibly that
sonmebody made a speech that I agrced with - and that didn't
happen for a couple of days - (Laughter) I beat on the table in
front of me, only to find nyself checked by my colleagues who
said, "No, no; no, no, When you smack the table, that's
disapproval. Look at K, and his colleagues along there."
(Laughter) And of coursc when your disapproval is exceptionally
violent the drill is to take your shoe off and hit the table
with your shoe. (Laughter)

But I couldn't help thinking at that Asscembly what a
strange world it is that we live in - twelve or thirtecn now
nembers of the United Nations last year, most of then fron
Africa in particular, New nations, the very nanes of some of
which nost of us had never hecard, And they are menbers of the
United Nations, In round figurcs now a hundred nations in the
United Nations; aand people naking a play for their support,
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particularly our distinguished friend Mr. Karushchev, Every-
thing directed to propagandas; to cither terrorising pcople or
persuading people or demonstrating the weakness of the effete
Western powers. It means that we have entered into a phase of
international affairs that is almost infinitely difficult.

We are a little bit inelined ourselves, arcn't we -
riost of us I think are - to assume that when a country wins
independence, all you have to do is to say to it, "Very well
now, you just have a Parliament, and elect a Parliament, and
get a Governnent and ceverything in the garden is lovely?", It
is quite untruec. Most of the ncw nations will go through
periods of practical dictatorship before they ever achicve
what we would understand to be a systen of self-government,

You can take the whole of the African countrics, with the
possible exception of Nigeria, which has been brought to self-
governnent by splendid degroes by the British authoritics, and
which has, incidontally, a nagnificent Prime Minister, buf
with that exception you nay teke then right across ané you will
find that almost inevitably the head of the Government will do
things that no head of a Government in Australia would drcan of
doing - except perhaps the Premier of South Australia,
(Laughter) (Applause)

True, there is a Pcrlianent. But as I said to one of
ny distinguished friends from one of these countries only last -
year, "Tell re, is your Opposition Leader still in gaol?"
(Laughter) And the answer was, "Yes".

Well these things are slightly different fron the
circuristances that we understand. And they nean that there arc
a great nunber of these new countries, particularly in the
north of Africa and the centre of fAfrica whose constitutional
futurc, if I may put it in that way, rcnains uncoertain or, at
any rate, cxperinental. Now this throws a great responsibility
on the rest of us: not to be in too ruch of a hurry to think
that our system of government is necessarily the right one for
therz, but to develop an attitude of synpathy and helpfulness,

I know therc arc some people who say that "charity
begins at hone" and who have some rcluctance about the
substantial swis of noney that Australia finds under the
Colombo Plan, under various aids of an international kind, I
want to say %o you that what has been done before riust be vastly
inereased in all the Jestern world in the future if we are not
to pernit such econonic disorder to arise in these countries as
will nake thenm readily responsive to the Comnunist pressure,

Not long ago the Communists of the Soviet Union and
the Corrmunists of China had a great Confcrence in Moscow, It
nust have becn a pretty lively one judging by the cchoes that
have rcached ny own ears, becausc there are naterial
differcnces between theri. But in the long run what they appear
to have energed with was thiss "We arc not going to scek to
achieve our aim by overt nilitary action bocause that involves
too great a risk of destruction. But we still will seck to
achieve our ains of Comnunist propaganda by rieans of
persuasion, pressurc, threat and ccononic penetration.™

You nay take it, that as I talk here today thc
ccononiic penetration goes on in all these new countries in
Africa and in all the countries of South-East Asia which stand
between Cormmunist China and ourselves, the pressurc goes on.
If this is to be met it will be met not nerely by nilitary
necans, because the dther side exist on internal lines of
gormunicaticn and are, in a nilitary sense, nuch more compact
than the Jestern world can be, but nust be net by encouraging
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nutual understanding, by cxtending econonic and technical
assistance to the vory limit of our capacity. If we dontt if
we say "what has that ot to do with us?" then we will, sone
day, we or our sons and daughters, have a very rude awakening.

It used to be said about us in australia - and not so
long ago = that we didn't care a hoot about international
affairsy they didn't concern us. Therc was a certain anount of
truth in that charge. I think we take a vastly zreater
anount of interest today in international affairs than we did.
And I hope that is true, becausc disaster for us won't be the
product of internal eventsy; it could be the product of cvents
engenderced in countries outside .iustralia altogether,

Therefore we must play our part.

It is one of the tragedies, I think, of nodern
thinking that the Unitcd States of Jdnerica which has done out
of its wecalth so nuch to help new countries, so rmuch to help
underdeveloped countries, should have received not nany thanks,
a good deal of abuse, a zocd deal of nisunderstanding. £Lnd I
warn you, as I warne& the General .issenbly when I spoke there,
that the 3zreat stroke of propaganda that is being cngaged in is
an attenpt to persuade ordinary men and wonen, particularly in
the uncomnitted countries, that the whole argument in the world
is an argunent between .nocrican capitalism and Soviet comnunisn,
with all the rest of us, presunably, just onlookers., This is a
ruinous alternative. It isn't a case of the United States
ageinst the Soviet Union, It is a case of free countries, with
free institutions, azainst countrics with slave institutions -
not Arerica versus the Soviet Union, but Comnunisn ajainst all
the rest of us,

I turn away fron that subject although those things
carle proninently into nind in looking at the represcentatives of
99 different nations at the United Nations last Novcnber,

Now I want to say something about onc of our own
problens which has an international flavour. Every now and
then soriec Government - it happens to be nine at present - sets
out to do somethingz about our balance of payments, about the
state of our overseas reserves, And a lot of people - very
naturally, I don't blane theix at 211 -~ say "But why couldn't
these things have been fixed up once a year, or oncc in two
years; why don't we have sone steady consistent, unchanging
approach to these natters?". I want to say a word about that.

Why do we have balance of payrients problens in
Mstralia? Why is it that the balance ofpaynents problem for
lustralia is provably nore ccute, rniore changeable, nore subject
to violent fluctuations than is the case in any other country
that I know of? We nced to start by undcerstanding this, You
sce the great bulk of our cexports to the world consists of
primary products - wool and wheat and neat and butter and so
on., And the price that we get for these things varics very
sharply. If there is a rise in the price of wool our cxport
incone is up £80 million, a £100 nillion; everybody is happy.
If the price of wool deelines by £80 or £100 nillion then
cxactly the opposite state of nmind is produced. 4And apart
altozether fron the state of mind, you can scc the export
income of jAustralia going up and down, year by year, likc a
yo=yo., This is one of the rcnarkable things that applies to
our export carnin:s,

But while our oxport incomne riscs and falls very
sharply our dcnand for inmports doesntt fall very sharply because
the demand for inports depends so rnwuch on the internal
purchasing power that we have in the country. J4And as we have
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been going through a quite rceoiarkable boon in sustralia the
local purchu51nf power is high, and so the deumand for inports
is high. 1In spite of 211 rocent measures the import bill in
January was considorably higzher than the inport bill in
Dccember or Noveriber or October. We have an alrost insatiable
appetite for imports. When we have bought all that we can buy
here we buy inports. /nd the result is that you tend to have a
hizgh line on the inport side, and a fluctuatin; linc on the
cxport side. ./nd thercfore your rescrves jo up and down, and
neasures have to be taken from tine to tine to arrest the fall
lest the f2ll should becone inveterate and involve you in
sorious international troubles. In other words nost of the
tine, internationally speakinz, we live beyond our neans - we
use capltal as a nation, to pay for our purchases on current
account, No business nan would do that - and no Governnent
ought to do it. Therefore, constantly, Govermnents - I Jdon't
care what Govermnient it nmay be - find %hens >lves conpelled to do
sonething about this marked fluctuation in our balances of
trade.

You nay say to ne, "Well, why doesn't that trouble
other countries?". Let me point out to you that in actual
total figures, not per capit.y Aiustralia is onc of the eight
great trodng nations of the weeid. In the first eizht! It is
a remarkable thing for a little country of ten nillion people -
in the first eizht trading nations in the world. ind so
constituted is our econony that our international trade is a
far zrecater proportion of our total trade than is the case in
the United States of /merica, or cven in the case of Japan -
though we think of Japan, don't we, as a formidable and
aggressive international trader, A zreater proportion of our
business crosses the sceas than is the casc in either of these
very gsreat tradinz nations. .ind so we are nore wvulnerable,

If sonebody could cone along and say, "Well here's a
becautiful notion, the world is 30ing to stabilize the price that
it will pay us for our wool', 1t would be a narvellous episode -
as long as it was stabilized on the right level. If these
things happened, so that our ecxport earnings noved very little
in one dircction or the other our position in relation to the
whole of our international trade policy would be ruch easier,
and our balances of paynents would present inuch smaller
problems,

But it happens that in the last scven years the terns
of trade have noved steadily aZainst fustralia., If you took the
terns of trade at a sort of parity of 100 in 1953, they are now
65. The terns of trade have moved more sharply zjainst
Lustralia than they have against any other country whose figures
are rccorded, Now that is not the fault of iustralia. It
rierely ricans that our exports are not cormianding the sane price
and that our inmports do command a high level of price,
Therefore, translating it into the termns of trade we are in an
adverse pasition,

How this mattcr ought to be solved in the long run is,
of course, a prodlen for all of us, How it can be dealt with
in the short run is a problemn for 2ll of us.

Talkinz about the short run first we speak, very
propurly about incrcasing our cxports. That is right. But all
the matters that have been Jiscussed about increa31n our
exports are in esscntial terms long range natters. You don't
suddenly incrcasce your export of manufactured ssods over night;
you don't suddenly over night increase the export of beef from
the North; you don't attend to any of these things just like
that, hastily - they are lonz range rcemedies. But in the short
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run any Govermment nay have to 1o some very difficult things
because, for the rcasuns that I have rnientioned to you, you can
begin a year with overscas reserves standing at a handsorne
figure like £500 nillions, and end the financial year with then
standing at £250p. This is an enormous fluctuation., This
doesn't occur in a country like Great Britain where the cxports
are manufactured commodities and there is, therefore, a greater
stability of price and production and sale,

Becausc of this fluctuation there are thosc who say -
and I respect their view very much - '"Well in order to meet
that, in order to keep your rescrves at a stable level, since
you can't control the price of your exports, you can't control
that variable line, you must have a variable line of imports by
having a fluctuating series of physical import restrictions".
Now I wonder what the business community in Australia would
think of that, if you had a system of import controls which
varied roughly with the line of our export income so that it was
here today and gone tomorrow, up next month and down a few
months later., I don't think, you know, that that is practical
politics. You may impose restrictions on imports to give you a
sort of averaze result for a reasonable pcriod of time, but you
really can't have your inport level, by Government action,
fluctuating with the same degrec of rapidity up and down, as
your export carnings.

This, thercefore, presents a problem which is not to
be solved over a dining table or between two club arm chairs,
It doesn't possess the noble simplicity that so many of us think
it does. The fact is that doing what we can in Australia to
deal with these abnormal short term variations, we nust
increasingly look for the long term solution., And the long tern
solution is that this country should become an exporter, not
only of wool and these sreat conmodities that we have llvad on
internationally, but of manufuctured cormodities. And why we
shouldn't I don't know, It won't happen overnight. I have an
infinite belief in the skill and resourccfulness of
Australians, whether they are cnployees in a factory or
mana ters or whatever they nay be., 4nd I don't think that we
ought to despair, with all this great new aisian world opening
" around us, of being able to natch the United States of sAmerica
or niatch %he United Kingdon in the production of zoods for
expdrt.

The great point about it is this. Many of us here
today renember the depression of the early 30's., That
depression arosc from a variety of circumstances, nost of which
were entirely outside Australia. But onc of the circuastances
was that the price of our export commodities fell to the
gutter alnost overnight. The price of wool - you remenber it?
It scems fantastic to look back on wool at 6d. or 7d. The
price of wheat - dear me, nobody would believe it if they
didn't know about it, and you just told them as a fable that at
that time the price of wheat was jetting down to under 2/-d., a
bushel,

The result was that with our export income drying up
we becane no lonzer an interesting subject for overseas
investrnenty the capital market dried up and we found ourseclves
confronting a tremendous economic crisis.  So tremendous that,
although we now get a little disturbed if unenployment rises
to three quarters of 1% of the work force, by 1939 as I well
renenber, we were rather content because unernployrient had been
reduced %o 10% - not three quarters of 1%. These days ought
to be remenibered for those reasons.
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But the great reason for all this was that
econoriically we stood on one foot at that time. If our export
income fell down, we didn't have the internal econonic
structure of manufacturing, primary, secondary and tertiary
industries to enable us to absorb the shock, That kind of
thing couldn't happen to us today because this is now a
powerful industrial country,

You look bhack to South Justralia before the tine
when the Prenmier and I put our heads together to move nunitions
establishrients into this State and begin a great era of
industrialisation, Why if you go back to 1930-31 in South
Australia here was a State dependent entirely on primary
production and therefore liable to all the unprotected shocks
of changes in the world market. But today it is a gzreat
industrial State. Australia is a great industrial country,

And therefore we are able to balance ourselves, What I am
saying to you is that in the long run if we are going to avoid
in future having too frequent changes in the application of
nonetary and financial policy we nust strive to be in a
position where not only in donestic terms we stand on two feet -
prinary, sccondary - but in export terns we stand on two feet -
primary and secondary. When we do there will still be sone
fluctuations in our export carnings, there will still Dbe sone
novenents in our balance of paynents, of course, But they
will be nuch nore zradual when they are conposed of a varicty
of elenents instead of Jdepending entirely on one,

Now, Sir, I an sorry<I told you, you told me - that
I was to finish at five to two and at present I an in that
chastencd nood in which I an everybody's hunble and obedient
servant,




