TARIFF BOARD BILL

HE PRIME MINTISTER, THs RT, HON, R.G, JIENZIES
TN THa H0uon OF REPHASENTATIVES
LTH aPRIL, 1962

n
o
E3

J
(@]
e ¥
td
<
=3

Sir. I think that tais is a proger opportunity to say
something - not, 1 think, unduly contentious - about the Tariff
Board Bill as i% fits into the general pattern of overall policy,
because there may be some confusions here or there. It may
therefore be helpful to indicate how we understand this matter.
This is a bill which, if you put it in a short way, is designed to
facilitate the imposition of Q.R. - quantitative restrictions on
imports -~ in certain uncommecn cases. These are special cases
demonstrated by special circumstaences. This measure does not
represent a reversion to import licensing as we knew it. Import
licensing as we knew it, in the broad, inevitably meant what I-
think most people would call a bureaucratic control, and it had
heavy implications of an unscientific second line cf tariff
rotection. That seccond line of tariff protection was quite
unscientific because it coverad habroad sweep so many nundreds of
items. I describe it as an unceierntific second line of tariff
protection because, although my colleazue, the Minister for Trade
(Mr. McEwen) ad I time after time cndeavoured to make it clear that
this was not regarded as a protective dovice, it perhaps
inevitably came to be regarded in that sensc, as I think the
honourable member for Richmond (Mr. Anthony) pointed out late this
afternoon.

This broad sweep of import licensing was not to be
regarded as a protective device. It had two disabilitics, to say
nothing of the othors. One vas, as I have said, that it was
unscientific, becausc it covercd a wide ficld, not in a
discriminating way. In the s.cond place, it was somcthing *hat
could be imposcd by a government througzh a Minister without
rofercence to any outside authority or chcck. My colleague, the
Minister for Trade, who, I am surc, would have liked to be herec
and who, I venturc to say, is doing a magnificent job for us
overseas, liked this broad sweep no morc than I did. In the
result, the Government gave thought to it. ‘li¢ considered the
problems that are arising, somc of them in the short run and some
of thcm, perhaps, in the longer run. We decided, as I announced
some time ago, that ws would sct up machinery involving a
reference to an independent adviscr to cnable import guota
restrictions to be imposed, not cs a general rule, but in very
particular cases in very particular circumstences. In oth:r words,
as onc honourable member has said in this debate, this is a
holding measurc introduced in order that we may prevent things
from getting worse in certain instances before they become better,

There is one other thing that pcerhaps ought to be said,
Sir, for thesc things cccasionally arc overlooked. That is that
the restoration of gencral import licensing which has been
advocated hore or therce could not be justified internationally when
our overseas funds are as healthy as they are now, and at a time
when it is perhaps the fashion - an undesirable fashion -~ to
pretend that what was ennounced at the ond of 1960 is now
abandoned. I remind the Housc that onc of the many great
products of the policy then cstablished is that today our overseas
funds are healthy and our currcent overscas balances of trade are
healthy. Thesc are good thinis., They are not to be forgotten ¢
certainly not to be cpologized for,

iThat this bill does is to provide for an independent
inquiry. I will not pursuc the question of the identity of the
gentleman who has booen appointed to conduct this inquiry, except -
say that if tnore is onc matter on which my fricnds opposite anc
can 2gree cntirely it is that Sir Frank decre is a distinguished
honest civil servant of great cxporience andy, I think, of great
objecctivity., e wanted an independant inquiry, Sir.
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That is the first thing. The sccond thing that we wanted was that
therc should be in the indopendent adviser & faculty to recommend
quota or quantitative rostrictions only in spuocial cases in

special circumstances. If I repeat that for the sccond time,
honourable members will recalize why I 4o. e are literally dealing
with a very particular sct of circumstances which may exist for o
yeor or for two years, but which we hope will not nucessarily cxist
for ever., Ther fore, the third cssence of the proposal is that
quantitative r.strictions, if they zrc rccommended and adopted,
should be temporary. Honourable mombers know from their perusal

of the bill what is involved in that.

It has becen ssid, I have no doubt in the best of good
faith, that the very pruscn%ation of this bill to the Parliament
exhibits somc want of confidence in the Tariff Board. I want to

ay on behalf of the Government that that is not true. We arc not
challenging the Tariff Board. uhat wve rcalize is that in spite of
the measures that we have taken in the past to incrcease the
pcrsonnel and the services of the board the pressure on that body
still remains enormous, I reject the idea, which has been given
some circulation, that thc board has slowed down and is not dealing
wvith matters as quickly as it uscd to deal with them. If I had
time, I could cite figures to dcmonstrate how untrue that idea is.
The %ariff Board is a very great authority, and we stand in great
debt to it., It has a rcputation, not only in this country, but
around the world, for intcgrity and objcctivity, and nothing that
wz propose in this bill is designed to weaken its authority or To
give evien the vaguest hint that we might want to be without it,
That ideca is not truc.

When you are dcaling with tomporary matters for which a
pressure comes suddenly - a pressurc that you hope will not
continue to cxist indefinitely in the future - there is an
unanswerable casc for taling uncormmon mcasurcs. If we had stood
still and said, "Oh, well, leave it to the Tariff Board; we will-
do nothing about it", wc would prop.rly bcaccuscd of lcaving some
industrics or som¢ sections of industry to bc murdered by a sudden
spate of overscas competition. Perhaps onc of the bost
illustrations of this is that my friond, the honouranlce member for
Richmond, when saying something at slight v:riance from what had
been said by my thoughtful and able fricnd, the honourablc member
for Wekefield (Mr. K:1lly), said, "Wcll, there are cascs in which
quantitative restrictions may be desirable'. He instanced timben
Woll, I can understand that. Somgebody clse, somewhere ¢lsc in the
Housc, might have instonced popore  The honourable member for
Braddon (Mr. Davics) migat very well be hecard to say, "Jhat about
paper?t  Somebody clsc might instance chemicals of ceortain kinds,
Somebody e¢lse might instancce glass of curtain types. The truth is
that not one of us can have within his own knowledge a complete
survey of all the industries. But when you get down to brass
tacks you will find that therc arc a fow industries - not too many;
this is not of universal application - or scetions of industries
in which the sudden impact of competition from overscas calls for
unusual measures, not in the long run but in the short run. That
is onc of the reasons for this bill.

I wonder, Sir, whether I rnight pausce ot that point to
dircct attention - I am not the first tod it - to one 2spcct of
the durcpean Common Markcet ncgotiations which has, I think, beew
continually ovarlooked, It is quite truc taat at this time nmy
coll.ague, the Minister for Trade - who, in spite of all the si.
tittle-tattle that I hear, is & great defender of Australian
industry - has immediately before him problems of our rural
industries and of our export industries, questions such as what
going to happen to buttir, whot is z20ing to happen to wieat, drie.
and canned fruits and nmany other commceditics. But we can very
easily overlooked tne fact that one of the great forces noving
United Kingdom in the dircction of the duropean Comunon Market -

Mr, Cairns -~ Is the Unitcd States,.
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Mr. Menzies -~ No., I will make my own speeches, if you don't mind,
They usually turn out a little better that way. One of the great
forces moving the United Kingdom in the directicn of the Common
Market - we know this from what has been put to us - 1s the fact
that inside the Buropean Common Market there will be, for the great
industrial manufacturing countries, an extended home market.
Nobody can fail to understand the position of a British Minister,
sitting in Whitehall and saying, "We have a home market of 50
million people, but inside the EBuropean Common Market we will have
a home market, with internal free trade, of 250 million people".
As everybody knows, that was one of the main reasons why the six
Zuropean countries got together, beginning with the Schumann plan
for steel, and then developing a wider association. They saw at
once that if they could get this home market, something roughly
corresponding to the almost fabulous home market of the United
States of fmerica, they might expect to produce more cheaply and
therefore sell more cheaply. What has been overlooked, to some
extent, is that British entry into the Europcan Common Market, if
and when it comes, while presznting an obvious challenge to our
primary export industries, will also rc¢present a powerful
challenge to Australian manufacturing industries, It will mean
that the producers of manufactured goods in Juropean countries,
including, for this purpose, thc United Kingdom, will be in a
powerful competitive position in our own market, So, not for the
first time, we have to becar in mind that we are all involved in
this matter, The manufacturcr is at risk becausc of the Common
Markets; the farmer is at risk because of the Common Market.
Therefore it is rather foolishe-certainly uunnccessary - to revive
at this stage some of the old battles between protoction and free
trade which werc waged befoirs any of us tiought of coming into
Parliament,

All thesc considcerations show clearly that we have
immense interests in common, and they show to mc and to my
colleagucs that we neglect any of those intercsts at our peril.

In other words, we must take steps to e¢nsure the continuity and
growth of manufacturing. We will be imperillcd if we fail to take
stens to avoid building up the costs of our cxport primary
industries to a point at which those industries will be priced out
of a market which is vital to our futurc.

So, Sir, this is not a conflict in the orthedox scnse,
This is a grcat opportunity for showing a unity of approach to
theose matters., Vvhen I hear cortain attompts boeing made to drive
a wodge between partices on this side of thoe House, I say to
myself, "This is all nonscnsc. e arc ell on the same side in
this matter. We may have opinions which vary a littlc in degree,
but ccrtainly not opinions which differ in decep principle”.

Now, Sir, I do not want to involve mysclf - having
alrcady usced a little more than half my allotted time - in
detailced and technical arguments as to whether a quantitative
rcstriction, carcfully sclected, Joads costs in Australia or
rcduces them. I have listoned with grcat respect to arguments
which suggest that a quantitativc restriction will load costs
more than a hizgh tariff, All I want to say at this stage is that
I am unable to subscribe to that view.

Mr. Pollard - You arc¢ an innocent abroad.

Mr., Mcnzies - I am not., I am an innocent at home., I wondcer
whether my distinguishced friocnd the honourablce member for Lalor
(Mr. Pollard) mcans that hc is guitce sctisfied that a quantitat
restriction will incrcasc costs in Australiz. If he docs, I ar
little puzzled as to why hiz is supporting the bill., Porhaps I

not so innocent as he thinks. 3ut, Sir, I just offer my own vi
that thero will be casos in wrich the imposition of a guantitat o
restriction will reduce the risk of having costs and prices ris

in Australia.




Mr., Pollard - That is right.

vir., Menzices - Now he says taat is right! Proviously ho caid I was
an innocent abread. Anyhow, my friend sgrees with me that il is
right. One of the beauties of this picce of legislation is that it
is a temporary proposal. It will be, as I shall explain further
later, merged into longer-torm legisiation, and if my own view
havpens to be wrong - not for the first ilimc -

Mr. Pollard -~ Oh!

Mr. Menzies - You arc thinking of matters different from those I an
thinking of., Anyhow, if my vicw happens to be wrong, we will lwe
ample opportunity to cxamine it when we ere discussing the longer-
term legislation. In short, if I may adopt the phrasc used by one
honourablc member, this is a holding measurc.

The next thing I want to say is that we attach enormous
importance to stabilizing costs in fustralia. If any itenm of
policy pursucd by us loads the costs of production of the major
export industrics of Australia, then it will deliver a crippling
blow at the Australian cconomy.

Mr. Pollard - Everything you have done since 1949 has had exactly
that rasult.

Mr. Menzies - I heard you; now you lister to me, dcar boy. I
heard one of your hcelers make that statement this afternoon. All
I am d>ing now is what I am allowed to do - offering my own vievs,
on bechalf of the Government on this matter, We believe that one
of the central principles of economic policy is that we nust not
pnt the export industrics at risk. The task is far from comploted
as yot, because my distingaisned colleague, the Minister for Trade,
is still abroad fighting our battles. We are preparing a further
Tarisf Board mcasurc, As I and othcrs have made clear in public
statoments, we proposc to wcave quota restrictions into the
general Tariff Board fabric for use in sclccted cascs where a
tariff is not the appropriate romedy., I do not nced to tell
honourablc members that this is not simple. This is not somcthing
you can run up overnight on a typewriter. This requircs a great
dcal of thought, and I am determined thot before we do anything

ny collecague, the Minister for Trade, will have tae fullest
opportunity to offer his views.

In the general armament of the Tariff Board we will
include the capacity to imposc a quota restriction where the board
is of opinion that no normal tariff procedurc will be appropriate
to the case.

Mr. Pollard - Thure is no provision in this bill to do that.

Mr. Menzies - I am referring to the bill which, unless 1 an
bitterly disappointed, will be prescnted to the House in the
Budget sc¢ssiona

All this means that w¢ 2re ¢xamining the underlying
problems of the cconomy. The zraatest probiocm of the cconomy is
to rcconcile 2 few mattors, cach of which is magnificently
important in its own fashion but cach of which may have toc be
modificd a little in the intercests of accommodating the lot. Le°
me rao-state shortly the problens that we haves First of all, wr
must build up our population by natural incrcasc and by substant
migration. This, I think, isa national objective to which all
honourable mimbers subscribe, Secondly, we must achiceve and
naintain full employnient for that incrcasing population.

Opposition Mumbers - Oh, not!




Mr. Menzies - In stating these factors I am urmoved by the
professional unemployment moni.rs on the othor side of the Housc.
They will all be absent on sick leave when we find tnat there are
no unemployed in Austrulia becousc, like Othello, theirocccupation
will be gone indecd., Thirdly, we mus® support actively and
continuously the gzrowth of manufacturing industry which I say
categorically is vital to the absorption and employment of our
increased population. That does not mean taat I am ignoring the
tertiary or service industries. I know that they have just as bvig
a part to play as have primary and secondary industries, but the
truth is that if you look at employment and increasing population
in Australia you must look first, in modern circumstances, at what
is happening in the manufacturing field, Therefore, wz are all
for it. Our clear policy is to support actively the growth of
manufacturing industry. Fourthly, we must develop the basic
resources of the nation. Government expencditure, sometimes rataev
sneered at by people, is the vital foundation of industrial
development and of population increase,

We must try to do all these things while encouraging
the export industries which, in the most literal sense, are vital
to our international trade and solvency. At our national peril we
must not cost them out of their markets. This seems so clear that
I could hardly imagine any one would deny it. How are we to do
that? In our r2cent announcements we have indicated several ways.
The first is to keep down rural costs by measures designed to
increase the efficiency of rural industries., I have only to refer
to the work done in scientific research and in extension, in
which so many of my friecnds are so deeply interested, to make it
clear that from our point of view the first great thing to be
done for the primary industries is to help them to produce in a
quantity and at a cost level which will defend them ayainst other
incrcases in the Australian economy.

The second way by which we hope to achieve our
objective - I cmphasize this point because occasionally it is
overlooked -~ is by measurcs calculated to increase the efficlency
of local manufacturing and so cnable the local manufacturer to
keep his costs and prices within proper limits., Whatever is
done, whether by way of investment allowance or in any othcer way
to help the local manufacturer to Xcep his costs within bounds,
has a direct bearing upon the ultimate costs of the rural
producer who cannot pass on his additional costs but has to bear
them., Concludinz on this aspeet, let me say that onc way in which
we can help the Australian manufacturcr to keep his costs within
bounds, apart altogether from granting investment allowances, is
by making it possible for him to sccure a share of the Australian
market which will cneble him to spread his his overhead costs
over the largest possible number of units,

e might lcok occasionally at the rast of the world to
see that has happened in modern industrial history. What does it
show in rclation to America and modern Germany? It shows that
lower costs and greater cxport markets are the product of a large
sustained and assured home market. There is a lesson to pe
lecarned from all this. Why should we deny to our own great
manufacturing industrics - I am not talliing about casual Ily-by-
night enterprises - the very thing which hos made their rivals in
the world powerful and hes cnabled them to put such pressurc on
our business as to require heavy tariffs to provide protection?
These are cll mattcrs which have to be taken into account.
Perhaps I have gonc a little rider in my rumarks tnan one or tv
rulings that I have heard might hove permitted.

Opposition members.- Icar, hcar!
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Mr, Menzies - That is rights; but still I have done it. I wanted
to put this matter in the plecture. First, I wanted to make it
clear that we bave the liveliest interest in protecting the
production costs of the primary industries because without them
this country is finished. S=condly, we have the liveliest
interest in maintaining a vast increase of population and
therefore & vast increase, among other tnin.s, of manufacturing
enterprise on proper terms. Really, cne of the great probleus of
statesmanship in Australia %today is not to engage in a lot of
slang-whanging in these matters but to see how you can reconcile
these matters to the greatest possible extent., It is for all
those reasons that this is a bill to set up a temporary machine
to deal with a temporary problem, so that we will not have the
whole thing run away from us before we jet to the point of
establishing permanent macuninery and a permanent body to deal
with it.




