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ECONCMIC TALKS

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

During the talks we had recently with representatives
of business, a good many suggestions were put forward as to ways
in which expansion could be promoted, business confidence
sustained and unemployment further reduced. A nuaber of these
suggestions related to matters on which the Government already
had action in view,.

As to employment, for example, we had just ahcad
of us the Loan Council meeting at which the works and housing
programmes for this year were to be reviewed. While we wished
to have our discussions with the Premiers before deciding what
the Commonwealth should offer to do, we had already made a very
thorough study of the whole employment situation.

In the event we found that the view put to us by
industry representatives did not differ greatly from our own
assessument nor from the account of things given by most of the
Premiers, In the main, the opinion was that some increase in
expenditure on works and housing could have useful results; it
was genera.ly emphasised, however, that any such expenditure
ought to be channelled as far as possible into localities and
occupations where, for various reasons, employment opportunities
were not coming forward very rcadilye.

That, of course, had bcen the aim of two of the
chief measures we took last year, The grant of £10 million we
made to the States last February for employment-giving activities
and the subsequent grant of £12.5 million in our 1962/63 Budget
had just that purposc. Furthermore, the Commonwealth last June
took the initiative in removing any Loan Council limit on the
overall amount that might be borrowed by local authorities
seeking £100,000 or less in any financial year. The grecat value
of this step is that it gives relatively small bodies all over
the country a better chance of obtaining money to spend on works
in their own towns and districts.

It is encouraging now to find that authoritics of
that type had been able to borrow, up to the end of January last,
some £16.7 million., This is substantially more than they
borrowed in the comparable period of 1961,/62 and it is, in fact,
almost as much as they uscd to be éble to borrow in a full twelve
months up to a couple of ycars ago.

As was announced last week, the Commonwcalth agrced
at the Loan Council to an incrcase of £5 million in the 1962/63
borrowing programmes for Commonwealth/State works and housing
and to an increase of £6 million in the programmes of scmi-
governmental authorities - those seeking to borrow more than
£100,000 in 1962/63.

The Commonwealth also inereascd the grant for
employment-giving activities by £5 million, bringing the total
grant for 1962/63 to £17,5 million. It stipulated thav expendi-
tures from the grant should be over and above those from the
State works and housing programmes and should be distributed
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to areas, like these of the New South Wales coalficlds and the
Northern coastal areas of Quecnsland, whare more gencral
measures are not so likely as elsewhere to give rise to employ-
ment,

On housing, the majority of those who took part in
the consultations thought that rather more finance should be
available both for the erection of new homes and the purchase
of existing homecs, A good deal was also said about the problem
of the gap between the amount of loan finance people can obtain
and the deposits they are in a position to make when acquiring
a home,

These are problems the Government has very much in
mind, They arc hizghly complex matters, It is far from being
a simple question of making more monecy available for housing
at large; rather, as with unemployment, the problem is to ensurec
that actlon is derCtGd to the rcal cen%res of difficulty.

We have, in fact, undertakcn to make some additional
financec available for housing through establiched channcels. The
decision to incrcecasce Loan Council borrowing programmes for works
and housing this year means that the Commonwealth will add £2.4
million to the funds available during the next few months u.iqer
the Commonwealth/State housing agreemcnt.

Furthormorc, th2 Commonwcalth Banxing Corporation
has now decided to incrcase the lending limit for the credit
foncicer loans of the Commonwcalth Savings Bank from £3,000 to
£3, 500, The Commonwcaltn Savings Bank being a large- scalc
lander for housing this is, of course, an important step,

War Scrvice Homes

When the maximum loan under the War Service Homes
Act was increased from £2,750 to £3,500 in May, 1962, the
objective was to stlmulate the home-building 1ndustry as well
as to prOV1de more favourable conditions under which eligible
ex-scrvicemen could obtain homes or carry out essential additions
to their homes,

These objectives have becn achlieved, It is expccted
that the number of new homes which will be financed during
1962/63 will be some 800 rmore than was expected at the beginning
of the yecar, The increase in the maximum loan has greatly
reduced the number of cx-scrvicemen who have found it necessary
to obtain finance for their homes under a sccond mortgage,

Therc has been a heavy demand for loans to provide additional,
essential accommodation.

In order that this incrcased demand may continuc to
be dealt with under cexisting arrangemcnts, the Government has
decided to provide an additional £2,500,080 to be cxpended this
financial year,

The Government's decision will result in an incrcase
in the appropriation for War Scrvice Homes for the ycar from
£35,000,000 to £37,500,000.

Morc generally, and apart from particular matters
likc unemploynient and works cxpenditure and housing finance,
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it was put to us that there is a neced to give the business
comrmunity more guidance as to future economic policy so that
forward planning ond investment can proceed with all reasonable
confidence, On this view, it may not always be enough to
demonstrate that the econony is currently well situated,
balanced internally and externally and noving forward at a

good rate - as it now is, Businessnen nold that if they are
to plan forward sccurcly they need to know, amongst other
things, what the broad trend cnd content of future econonic
policy is likely to be.

The Governnent understands this viewpoint and is
disposed to meet it as far as it can, Perhaps, at thls point
of time, the first thing is to clear away a certain rnisapprehen-
sion,

Therc has been corment lately to the cffect that
the expansionary neasurcs the Government took last year have
spent themselves and arc now having no cffect on the cconony,
But this is utterly wrong. The Budget for this year continued
all thc measures taken carlicr - the big tax reductions, the
social service increases, the special grants to the States - and
it added to them in the shape of large developnmental works.
notably in Qucensland and Western Australia. Meanwhile, credit
policy has continued to be highly liberal. Nothing of all
that stimulatory action has becen withdrawn. It all goes on in
full force. In fact, it is likely that soune of the ncasures -
the investment allowance con manufacturing plant for cxample -
are only now starting to excrt their full influence, Also,
sone of the larger developrental projects have hardly got
properly into their stride as yet,

The chief objectives of Govermment policey arc,
of course, firm and clear - full employment, strung and
continusus industrial growth, stable costs and prices, a
balanced external situation and so on. These ains have been
stated again and again and we have spared no effort to make
then really mean sonething,

But we rcalise perhaps better than nost the nced
to kecp up the underlying momentunm of the econony, As a
dynemic element, probably nothing counts for morc than the
nigration prograrme and here again therc secnis to be a
misapprechension.s It is still being said tnat nigration is
lagging. The truth is that imnigration is strongly on the
way up and its prospects have rarely looked better than they
do today. Certainly the 1962/63 target of 125,000 arrivals
will be exceeded. There has been a trenendous flood of
applications in Great Britain for assisted passages to
Australia, Many of tne applicants are skilled pcople - the
key workers upon whom the expansion of our industries depends
so heavily., These skilled workers are being given the highest
priority,

Additional shipping and a substantial airlift
have been arranged and it is alrcady clcar that the intake
of British nmigrante in thc twelve nonths ending 30th June
next will be the best for the past ten ycars. Nothing could
be more likely to impart a recnewed drive to the econony or
give assurance of basic expansion in the years ahecad of us,

More specifically, the Governnent has been asked
to give the firmest indications it can as to policy on the
Budget for next ycar. This, of course, is difficult. We
do not have, and cannot have for some time yet, any precise
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idea as to the probable levels of receipts and expenditures in
1963/64 and, in any case, the Budget is not a thing on which
forward undertakings can readily be given,

It is, of course, certain that expenditure will
rise substantially next year, as it has done in all recent
years -~ if only because of existing commitments which must be
carried one. It is likely also that taxation revenues will
benefit from the strong rise in industrial activity and earnings
that have occurred through 1962/63 and we have great confidence
that trends like these will carry on into 1963/64%, But there
are, and always will be, elements in the Budget which defy
precise or dependable forecasting even at short range. It
would certainly be ocut of the question for us to indicate here
and now what particular measurcs the Budget for next year may
or may not contain,

It can bec said, however, that we do intend to renew
the legislation which provides for certain export incentives
which would otherwise expire in 1964, It can be taken for
certain too that the investment allowance on manufacturing plant
will continue to be available, It is of the essence of mecasures
like these, undertaken to. provicde special incentives, that
once estqbiished they ought to be carricd on long encugh !
produce their in%ended results,
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