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LIBERAL PARTY RALLY, LAUNCESTON

Sth July, 1961

Speech by the Prime Minister, the Rt, Hon. R.G. Menzies

Sir, Senators, members, prosvective members, ladies and gentlemen:

I want to tell you that I really feel that I =m here
under falsc pretences. Among tie insinuating qualitices that the
Chairman has is one of leading you on. when Icpensdmy sheet of
paper - you know we always get a sheet of paper when we are
travelling - I thought that e wiere going to stand around, and
that I was to speak for 10 minuvtes. However I will probably have
to talk a little longer.

I think perhaps I ougint to tegin by saying that I have
a very soft spot in me for anybody who will underteke to win
4ilmot. I have never undorstood why we lost ilmot; I've never
undcerstood why we haven't won filmot back; and now that I sece two
candidates, and have heard them, jointly and scverally cngaged in
the good work, I begin to hawve hope tnat zood judgment will come
back to Jilmo% this yeur, Because, rcally, Wilmot ought to be
represented by somebody of consuguence, (Applausc)

Ls for Bass, well I take my hat off to Browmic
Marriott. (Applausc) You sec this is a perfeet cxzample of
oxample being better than precept. Here he is, an cminently
rcespectable member of the Tasmanian Parliement, likely, under the
deep mysterics of the Hare-Clark voting systom (Laughtcy) to
remain a member of the Tasmanian Farliaument forever, or so long as
1ife lastss and he turns his back on this rather verdant prospact
and says, "I'll have a crack at Bass", And good luck to him,
(Applause)

But if thcere is once thing that stings me a little it is
that it isn't so long ago that we held four of thuse scatls out of
five. We have, at onc time or another, in wy poriod at Conberra,
neld cach of the five. Today we iold two, This is not good
gnough., Do you know this rcally maxces Tasmania o rather
backward State, the one Stute - I say this to you quitc frunkly -
in which the decline of our pelitical fortunzs in thae Federal
ficld has becen so rumocrkablice.

Now whose fault is that? You can't say it's ny fault
cntircly bocruse I'; the Prime Minister of all the States and it
hasn't happenced in other ploces: it hasn't keppenced in
Qucenslana; it hasn't happened in Viectorias; it hasn't happened
in Western Australia. It has happened acrc. Perhaps the recason
for it is that in a suwaller courmnicy we know cach other so well
that we are wmors: conscious of eacn othen's faults, than we are of
the virtucs of the other mane '"Oh, so-and-so, I know him well; I
was at school with him. Oh, he's just an ordinary fellow, yecs",
ind having disposcd of your own rian on that basis you then vote
for soncbody wiho is practically a holf-wit! (Laughter, applausc)

And it won't doy it won't do, If therc is onc thing
I went to say tonight it is to scoek to recall this State, this
favourite State of mine, as you know, in a pcersonal way, to
recall this State to o« sunse of its own pride and responsibility.
It is your sinple duty to give back, in the Federal Parlionment,
Braddon, Wilnot, Bass, to the Governnent. And it can be done if
ceverybody in this H¥all tonight - and there are not so many of us -
said "This is ny great cbjective for 1961Y. It could be done.
There i3 nothing that can't be done by cathusiastic sunpcrterss
tncre is nothing that can't be undone by feeble friends, the kind
of friends who say "Oh, ycs, but..."., "Yus, but" won't put these
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boys, or cither of then, into Parliamcent; "Yes, but" won't put
3rownie Marriott in as nember for Bass. Of course not,.

You can't have this qualificd support. This I belicve
is on occasion, ror rcasons tnat Denhan Henty has nentioned, when
nothing but the warnest support will do, because if we con't win
our full quota of scats in the Scenate - and we won't do taat
unless we win in the Lower Housc - then, although after the
dlection we will still be in Cffice, I don't doubt it fcr o
rioment, we will have the serious risks of having a Scnate of which
we don't have comrand. /hat happens then? We are entering a
period of great cconomic troublesy coven more so we are centering
a period of immcensc interncticnal problems and complications, so
immease that I hardly care to think about them except in private,
Fancy having a Governmont at Canberra, the Govermzent of the
nation, the only Gewvernumentl that reprosents fustralia in the
Councils of the world, rendercd frustrated and futile by a hostile
Scnate. I had this cnee, you know, wheon you were first good
enough to soend ne back in%o Office ot the ond of 1949 - we had a
big hostile majority in thc Sennte. And right through 1950, and
the first half of 1951, we werc in trouble constantly. We
couldn't get a Bill through the Scnzto; we were alvays liable to
have cny of our measurcs just pushed zside, made to look foolishj
we were being rendeurced, in the public nind, futile - no>t because
we wore futile, but bucause we didn't have a rajority in the

sanate. Tnercfere I began that now classical scories of
novemients which brought about the d.uble dissolution £ 1951, a

Jouble dissolution which the learnced genticmen of the Opposition,
ircluding your farous cx-Tasnanian Senator said couid not be done,
But it was done., SAnd we got a double dissolution. 4And we carne
back with a mejority in both houscs,

So that our real period, you know, of authoritative
Governrient didn't begin at the end of '49; it began, because of
thesc reasons, in the niddle of '51, That is why it is, in
reality, 10 years old, although by thc ond of this year the
Governnent itself will be 12 years old. 3But in terns of
gffective adninistrative ~uthority and logislotive comnand, and
an authoritative volce in the rest of tho world, 10 ycars, 3But
it night hnve been 113.

Now I beg of you, cdon't let that happen again. *ou know
the business of the Governuent of a nation ig tronendously
important. You have to devote your days and nights €0 it, you
have to concentrate all the intelligence that can be narshalled in
order to deal with the problens of a nation in this conplox,
nodern world, A lot of your fricnds noy think you arc right;
cvon nore nay thinl yon are veoni, But the fact is that you
coonotl ¢o the job as it ouzht to be done if you are devoting your
attenticn to side issues, to the rechanics of staying in cffice,
to the nechanies of conducting o nrxanocuvre so that the Scenate
won't be able to frustrate you. Losk, if you don't nind ne
saying so, I speak with oxport knowledge on this matter, I have
had nore oxpericnce of this kind of thing than any othe:r living
political lcader. I con ronenber whon I was first prince
Minister, which will bc beyond the menory of some of yuou, in 1939,
trying to conduct a Governmoent vhich was o minority Govermuent
because the Country Purty wouldn't play, and sat on the cross-
nanches, Jhencever I went buck to the Lodie on Friday cvening
waen the House vwas up, ry wife would say "Jell how are things
going?" And I would szy, "My dear, we arc safe until Tuesday".
(Laughtor)

Lovking boack on ity it scons funny Jdocsn't it? But
living tarough it it didn't sccon funny beeause it neant thot 40%
of your time was being devoted to political cexerciscs which no
Governrnient in a tine of great national inportance sught to be
roguired to cengage in. There is no more comnplets way in which
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you can avoid these unhappy rcsults than by taking this wonderful
oppertunity that now prescnts itself in Tasmania, or that will,
at the end of the year, to win back thesc throe scats, all of
which ought to be ours, and to give us a mnajority in %he Scnate
which I believe we will neced in this State if we are to have one
in the Senate as a wholce.

Now having said that to you I just want to nenticn,
quite briefly, two ur threc other aspects of the affairs that we
have been aaaling with, Mr. Thonas said, very rightly, that he
noped that in this time, the period of econonic difficulties, the
position of the primary industries would not be overlooked., Now
of course, as hc knows, we have been extraordinarily conscious of
this problen, I said sonething about it last night in speaking at
Burnie. What can be done for the prinary industries in terns of
taxation neasurecs, and s> on, has long since been done by us, far
norce than for any other aspect of industry. But we believe that
hard as inflation is upon oll pcople with fixed incones, it bears
nost cruelly on rural industry. They can't pass their costs onto
soriebody elsc, unless they are very lucky and live in a little
closed narket. The wool industry has been rcferred to, This is
the great industry of sustralia, the industry of all industries
upon which our internaticnal solvency depends; which cnables us
to buy from the rost of the world all the tihings that we nced, I
wonder if I might put it to you in this way. If the wool industry
in Australia were blotted out tomorrow and we no longer had an
incorie from wool, hardly a manufacturcr in sustralia would fail to
recceive a violen®t blow, Becausc, of all the imports that cone
into Lustralia, 60, 70%, maybe nore, are inparts on behalf of
nanufecturers - raw materials, plant, all thesc tnings, Lnd yet
of all the export income that we earn with which to pay for our
imports, a high percentage, perhaps 40%, sonmetines 50% is carned
by the wool industry of Australia.,” So all ycu have to do is to
anolish our wool incornie and you can write an ¢nd to our present
high and happy state of living, our high and happy state of
natisnal devclopaent,

These are inpoHrtant facts to hive in nind., We nust
never losc sight of then., e don't want to sce the wool industry
subsidised: this would be the crowning folly, wouldn't it, of
national ccononic history, to subsidisc the wool industry? Who
subsidises whon? It will be a problen, won't it, in due coursec,
de don't want to be subsidising other primary industrics which
produce, prinarily, for cxport to the rcst of the world, But if
we arce not going to, then we nust take srcat pains to sce that
their costs arc not added to by a high and rising inflationary
pressure,

The zsrecatest suffierers in an inflatiosnary boon in
australia are the men who produace from the soil for expore, Now I
say that as a ncnber for a metropolitan seat., I haven't the
faintest doubt that this is the truth., But of coursce the nonent
you begzin to attack inflation then the fun begins., How do you
attack inflation? Nobody denies that in 1960, last year, we had
an inflationary boom. I occasiocnally indulsze nyself in %ho luxury
of rcading "Our &cunonist", or sonething, in a newspaper, or "Our
Financial Editor", in a newspaper, or "Our Cormientator' in a
newspaper. I rcad them all for they arc nost rcadable, nmost
recadable. They usually disagrce with cach other by an& lage; but
anyhow there is no harn done by reading them. Not one of then
denies that in 1960, this last calendar year, we were confronting
an inflationary booni, 8Shurtazes of labour. Poople are always
willing to tell nme that there arc a hundred thousand people
registered for employnent, c¢r whatever it may bej and of course
I don't want that to huppen. But they don't tell ne that last
year the position was exactly the cpposite, that to get labour
you had to bid up, and pay oxtea rates over the awards, you had
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services by heavy overitine. Quite rightly, when
arze in eomparison with iopcg they denand taeir price.

rirate enterprise principles. But it doesa't reduce
the costs of production in industrys; it doosn't reduce the costs
of the man on tie land. Wwhen he finds that it custs hin ansther
2d, 3d, 4d, 5¢. to produce a pound of wool he can't say to himself
"Mark it up to the public'" to the sane cxtent, bcecause he can't.
He scells his wool by auction; he gets what the world will give
hin, and I want to make it quite clear to you that we live in a
world in which our pgreatest natiunal wraducts on the world market
receive the world's price. They nay be wool, they nay bhe neat,
they niay be bhase metals - inciyeasingly inpovtant i lustralia,
including the ncn-ferrous metals - bab they reciics wihat tne vorld
will give for thoa, If you 1ift thews cost of prcdusiion ¢t norie
by hoving a nerry inflationary holiday, tnen you will end Ly
destroying themn.

ety

Now I am an old political sweat and cuite frankly I
have got to a stage of life when I an not foing to ery uysalt to
slecp if somebod: kicks ne out. I've been noro a long tine. Bat
I would resign from ny joo if I .lidn't thinek I nod endugh guts in
e to stand up to an inflationary probdlon and do what I tasuznt
was the right thing to do about it., (.pplause)

Now there is sonethinz rather corforioblie aboutb
inflation., 1It's orofitable from the point of view of sone
pcople. I undersiand thats norc people, rising price lcvel, nore
turnover - thesc chings have thoir great attractisn, But they
have no attiactisn whatever for people whose iacones are
relatively fixed, no attraction whatcever for people who are
living on supcrecnuation, or pension benefits, no attraction
whatever for peonle who have provided for thenselves by
investnents on fixed rates of intercst, as so nany people have,
no attraction whatever for the holders of over £1,000n, werto of
Savings Bank dep2sits in iustralia. They don't want inflation,
and in order to Jdeal with inflation you nust hit it quite
violently on the acad, you nustn't be toc polite about it, you
nust brinz it to a hait, I notice that everybedy now cdncedes
that we have, that the boon has passed over, that land
sprculation has fallen back to a very remarkanle deirce, I don't
find nany people who Jony Shat, But we still have people who will
scy to me, and no doupt say vo my brother canéidates here on the
platfcrm in duc coursc, ithat the cause of all the trouble is
"the cradit squecezel. It is one of thesce beoautiful expressions,
I don't think too nany people, except a few business ncn, know
what it mecans. But I will explain it to y>u in one paragraph.

You have an inflationary buon when there is nore roney
aveilable to be spent than there are oods and services available
to be biught. When that happens the price of everything foes uap
- the price of labour, if it's labour that is snorts; the price
of materials, if it's naterials that arc short. Whatever it nay
be, you can't have two people with the noney in their hands
conpeting for one lot of supply without secing the price go up.
0f course if you are dealing with such a situation you are going
to nake an cpeny of one or other, or perhaps both, of the two
buyers. They say, "This is tcrrible, this is terrible., You
should have allowed us to go ahead in the ordinary way". You nake
an eneny of the fellow who has the joods to scll beeause he was
contenplating zetting o fancy price for then in an inflated
narket., I understand that; I didn't cone dovm in the last
showcer. But the intercests of the ordinary people of Jlustralia
are paranount. You vote th: Labour rovty into o.fice at the end
of the year - as I said tioece will to no tears w0 omy pillowy - jou
vote thor in and the inflorionary bou of 1960, 0 they =xvy, cut
10% of their promises, will be nothiy to the rioconeial dlzaster
that will overtake this couvntry witiiln six months of their
arrival. (.pplause)
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Now, Sir, havin; said that, I wonder if I could just
answer quite briefiy, two points tha% have been put to ne and I
an sure have been put to sone of ny colleagues from tine to tine.
First, somcbody will say to you, "Yes, well of coursec we know the
Governnment has this great problem, and we are great supporters of
the Governnent, ycu know, but why do you change your ninds so
much? None of us knows what is :0ing to happen next.! Now that
is good Labour propasanda and I an surprised when I find any
Liberal falling for it. "Why do you chonge your niinds so ruch?"
You know you would taink thot nmanaging noney and credit in a
cermmunity was child's play, .ll you have to know is the seven
tines table and put a conpetent clerk on the job and leave it to
hin,

In Great Britain which dvesn't have a Federal systen,
in which thc centrel Governnent has uninhibited power over any
subjcecct that you care to nention, there is the Bank of England in
the middle of the structure, like our Rescrve Bank, formerly the
Commonwealth Bank, But the Bank of #njland, let's say, announces
toriorrow that the bank rate has becen changed, raised 1% or 13%,
the Benk aiscount rate on first class bills. The cffect of that
right through the econcny, rizht through the business centres of
London, right through the financial ccntres of Great Britain is
instant, and dramatic. We have no such powor in fLustralia.  But
winen the bank rate is raised in Harch and lowered in July, and
raised again in October, and lowered again in January I have never
yet heard anybody say in Bngland "What a lot of Dboobies they are
at the Bank of Enzland, they don't know their own ninds, they are
always changing their ninds". I would hate to go to sza with a
navigator in a rough sea who gzave the helmsmen the course and
said "I'm going to bed, that's fixed, because it would never do
for me to change ny nind", That would be a horrible way of going
to King Island judging by what I saw of it the other day.
(Laughter)

any conpetent people must be prepared, not to change the
broad course; and cur policy is quite sinple: we want stability,
econonically in JAustralia, and developrient on the basis of
stability. But when it cones to applying policy you would be
foolish if you i mored chonges of wvind, changes ¢f the sea
particular storms that arise, particular circunstances that arise,
very few of which are created inside .ustralia, but which affect
us for a very sinmple reason, nuch overlooked, %hat we dontt
happen to be the only country in the world.  We are, in fact, a
very srmall country in terns of numbers. But we arc a great
trading nation; and we are aficceted by the wild currents of world
ccononic events, and of world trading crises, and so on, just as
nuch as countries 10 iines the size of .ustralia, Therefore you
st expect some variatiocns of applicaticn of policy as
circunistances change.

You know, of course, I an a very sreat adnirer of the
newspaper press. It scldon Zets what I say right (Laughter) but
still, no doubt it has a part to play in these natters, They
always have in a newspaper office a gentleonen whose task it is to
write the headlines., Deliver ne from head lines. You can nake 2
prosaic, simple stateizent of the kind that I characteristically
nake and when you see the headline that is put on it you say,
"Did I say that?"

Now it happens that last Novenber when we werce
oringing down a fow additional, cconomic neasur.s, all of which I
firmly believe were quite righ% ond well justified, we gave
thought to whether we nizht strengthen our overseas rescrves, I
don't want to be too tochnical abuut this natter, but the nation
has boalances oversens which are the result, partiy, of the sale
of exports, partly thec rcsult of borrswing overscas, or investnents
by pecople overscas, cnl these cverscas reserves of ours rust, at




any ziven tinme, be pretty substantial, I won't give it a
precise fisure but over ny tine in office I hove never been very
happy to have the overscas resorves Jess than £400m, because that
represents no nore than about 5 nontns' purchase of inports. If
we had sone sudden Tinancial trouble, o fatal collapsze in the wool
narket, or a jreat drouzht in the wheat industry, or somcthing
happening in the neat industry, we would, in order to avoid
bankruptey internatiomeily, have to have reserves overseas on
which importers could draw, through their banks, in order to pay
for the -oods coming into australia, By and large we are so
poverty stricken in sustralia that our poople between then nanage
to buy £1,000u., worth of impurts every year. Not bad for 10
nillion people in a state of incipient bdeonkruptcey,is it?
Thersfore we nust have adequate overseas reserves. .nd we said,
"Wery well, in order to avoid any suggestion of panie, or crisis,
we will, hefore the overseas reserves fall ton far - as they were
at that time by reascn of the boon - we will nake a drawing on
the International Monetary Fund".

The International Monotary Fumd is one of tnosc
rystericus bodies like the Interaantional 3ank from which fellows
like re, on behalf of othor pedple, norvow moncy fron time to
tinc. We decided +hat we would., having a perfect right to do so,
nake a drawing on the Internatiosnal tonetary fund becaue we had
deposited wany nillisns in it, like all the cther constituent
countries. We said "Well, we will draw £70n.  We will tuck it
into our overseas reserves. t probadly wun't be needed, but at
any rate it will provent vespie from setting an idea tha% there is
gcrie critical state of affairs™,. The last thing to have is this
niserable attitude of crisis, the loss 2f confidence, the
prophets of zloon, the people who create depressions by advertising
their own troubles avout vaen. Tnercfore we nade this drawing,

At the time we nade it we put o statement in to the
International Monetary Fund and ny colleague, the Treasurcr, Mr,
Holt, tabled it in the Hyusc of Represcntatives with an
acconpanyinz staoterent., Prrlianent approved of the drawing and
the headline that night in thce paper was "dHo rclaxatisn in credit
squeeze until Junc, 1962"., Therc rnust have been 2 fair number of
husinessrien who read that headline znd went back and said "Well
that's the ond of it. Not until June, '62. .nother 12 months
with nothinz dsne to relicve the presant position". The headline
was, as a point of fact, completely false. I broucht with ne to
Tasrniania the precise words of our statement to tae Tund. I will
voad them to yous they arce not very long, they arc conpletely
true, they are consistent with overything that we have doncg
and they are consistent with the rcnarkable fact that between the
tine when we presenicd this document to the Monetary Fund end
tuday, we have nmade two or thrue major relaxations in the policy.
It is worth remembering that, because people who thought we had
contractzd out of doing it must have been surprised when we did
ite Here is the rclevant part of our statement:

"Econonic conditions in ..ustralia are subjcet to rapid
change and are influenced by a2 numoer of external factors
s»tside the Government's control. Policy has therelore
frequently to be adapted to meet o snift in conditions, The
declarations of policy nade herc nust thercefore be understond
as applyin; only to conditions as thcy now aprenr, Should any
najor shift in the direction or emphasis of policy beconme
necessary during the currency of the stand-by arrangenent, the
fustralian Governnent would, at the request of the Menaging
Director, be rcady to consult with the Fund, ond, if necessary,
reoach new understanding: cefore any request for o further
drewing under siond-by arrangciient is nade',

doesn't s.und mueh lilke o cast-iron position for 12 nonths,
;19
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"Seasonal needs apart, however, the Monetary
authorities" -

that's the Rescrve Bank and oursclves -

"intend to keep a firm control over the liquidity position of
the banks"

which I may say the Banks w>uld do themselves, anyhow, bccause
that is part of their great art and responsibility -

"with a view to limiting during the year ending June '62 the
anount of outstanding bank advances to a total that would be
consistent with the naintenance of financial stability",

And on those words you were told by sone clown “No rclaxation in
credit squecze until June, 1962", The docunent as I have read it
to you makes it quite clear, now, as then, that our policy is to
naintain financial stability insofar as any Governnent of the
Comrionwealth can do itj; and by nmaintaining financial stability
encourage the developrient of Australion enterprise to the fullest
extent and the increcase in the .ustralian population by
imnigration and otherwisc,

The last thing that I want to say to you, because I
have spoken riuch longer than I had any desire to d>, is this,
Prophets, notoriously, have no honour in their cwn countries;
Governnents have very little honour in their own countries., The
nunber of people I have nct who could run the financial affairs of
Australia better than we could are lezion., The pity is that they
dontt 30 into Parliamont.

But outside Australia there arc hard-hcaded people who
went to invest in fustralia - people in the United States,y in
Canada, in the United Kingdonm which, with 2all its own profound
ccononic troubles, rmuch more srave than ours at this noment, is
still the largzest investor of private funds in .wustralia

A few years back I used to say to ny Trecasury pcople,
"Tell ne, what do you cstincte to be the inflow of private
copital investnent into Justralia, not public borrowing by
Governrients but private capital investment, a conpany deciding to
start sonething, a company investing its noney in scnothing?"
ind when the answer used to be, 10 years age, 8 years azo, round
about £100n, I rust say I used to rub ny hands and say *“That's
wonderful, thatt's wonderful®”. and so it was. Because 10
nillion people can't find 2ll the capital that they need to
dovelop this cnormous continent with its resources. 3y last year
that inflow had reached o figure roughly three times the size of
that of ten years ago.

Then along cane the blunderin Mcnzies Governnent and
wreeked the cconony. I suppwse that all these wisc, shrewd
fellows -~ not philanthropists, I haven't encountered too many
philanthropists in the overscas noncey narkets, though I have had
a great decl to do with a great number of ther, nice fellows, but
not philanthropists - want to sec the right investment, they want
to believe in the country that they are putting the noney into,
they want to believe that it has stable Governnent and s>und and
stable ideas, and & future. .4nd in this very ycar, just cnded,
the financial year 1960-61 nost of it disfisured, I'n told, by our
reckless policies, the amount that has come into ustralia for
private investriont fron outside .lustralia is an all-tinc record,
(Lipplause)

I don't feel happy if ny supporters are occasionally
doubtful, critical. You can't win clections, you can't maintain



8o

Governnent on the basis of doubtful supporters, supporters who
leave, supporters who arc half-hearted. If you arc half-hcarted
about us then I want to say at once to my friends herc thoy
haven't a dog's hope of winning the next clection, not a dog's
hope, Good as they are, they are not 3zuing te win their elections
if the cornunity behind then has reservations about the Government
that they are 2oing in to support., Therefore the first condition
of getting these nen into Parliament - House of Represcntatives
and Senate - is to be able to 4o behind then with a full heart

and a satisfied nind, and a belief, which I say is o well-fvun&ed
helief, that there could be no greater disaster cone to fustralia
than that the incompetents whon I look at across the table in
Canberra should be entrusted with the affairs of this country,
(Lpplause) '




