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Nicholson was upright in body, in mind and
in soul, a practical eolnlnonsense man who did
good things, instead of dreaming them all day
long. That is what our departed friend and
colleague was, and his memory will long
be kept green in this House and indeed in
Parliament as a whole because I do not lie-
lieve there is a single member of Parliament
who did not regard him as a friend. There
is no member who has not a kindly word for
him, and I do not think he had an enemny
either in Parliament or anywhere else.

Question put and passed; members stand-
ing.

House adjourned at 8.10 p-n?.
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The SPEAKER took the Chair at 4.30
p.m., and read prayers.

QUESTION-DAIRYING.

Cream Grading.

Mr. WATTS asked the Minister for Agri-
culture: 1, Are Government ci-eamn inspectors
instructed to differentiate in any way in
grading cream, checked at-(a) factories in
the metropolitan area; (b) factories in coun-
try districts? 2, If such instructions have
been issued, have any instances been brought
under notice where any differentiation has,
or appears to have taken place 9 3, If thec
answer to question No. 1 is in the affirmative,
what differentiation is permitted, and why?
4, If the answers to questions Nos. 1 and 2
are in the negative, can he explain why state-

mnents are being made at certain country
centres that identical cream is graded in the
country as second-grade and in the metro-
politan area as first-grade, or even choice
cream ? 5 , If the answer to question No. 2 is
in the aiffirmative will he advise what action
has been, or is proposed to be, taken to pre-
vent any differentiation? (1, If instances as
referred to in question No. 4 arc brought
tinder his notice by reliable persons, is he pre-
pared to take strong action to prevent the
unfair handicap to country factories which
mast be occasioned by such practices?

The MINISTER FOR AGRICULTURE
replied: On a point of explanation, I have
taken the second question asked to bie in
the negative instead of the affirmative. 1,
The department has end eavoured to ensura
that a uniform standard for the grading of
cream is maintained at all factories through-
out the State. 2, See reply to No. 1. 3, See
reply to No. 1. 4, From time to time, state-
ments are made that creams supplied altern-
ately to different factories by an individual
farmer are graded into different grades.
Suich statements usually are made to infer
that cream is being dcviated on account of
a lower standard of quality ruling at an
opposition factory. However, the ratcs paid
for cream vary at factories, and this is
found to be the real reason for deviating
supplies. The Department of Agricultare
endeavours to cheek grade a reasonable per-
centage of cream at factories, but it is ima-
possible to inspect all cream received. It is
difficult to attribute a reason for such state-
ments being made unless the full facts are
known. 5, See reply to No. 1. 6, The de-
partment would be pleased to receive evi-
dence that differentiation in the grading of
identical creams is being practised. In-
stances have occurred where evidence has
been secured and strong action has beern
taken, and the department is prepared to
take further action should sufficient evidence
be obtained proving the wrongful grading
of cream by factory operatives.

QUESTION-SEWERAGE, GRAYLAYDS.

Mr. NORTH asked the Minister for
Wor-ks: 1, Are any negotiations taking
place between the Claremont Council and the
department regarding sewerage in the Gray-
lands district? 2, Tf so, has anything re-
sulted?
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The MINISTER FOR WORKS replied:
1, Yes. 2, Departmental investigation has
been completed and the proposal will re-
ceive consideration in conjunction with other
similar works.

QUESTION-IUSTIOES Or THE PEACE.

Mr. NORTH asked the Premier: 1, How
many justices of the peace are there in the-
(a) Perth district; (b) Fremantle district?
2, Have these numbers ever been exceeded?
3, How many of them reside in the Clare-
mont electorate?

The PREMIER replied: 1, (a) Perth
Magisterial District 507; (h) Fremantle
Magisterial District 79. In addition State
justices resident in the districts total 85.
2, Owing to alteration of magisterial bound-
aries, no basis of comparison exists. It is
believed, however, that the numbers have
never been exceeded. 3, 57.

BILL,-WORKERS' COMPENSATION
ACT AMENDMENT.

Read a third time and transmitted to the
Council.

MOTION-TRAFFIC ACT.

To Disallow Regulation.

MR. WATTS (Katanning) [4.38): I
move -

'flit ruh-paragriphs (ii) and (vii!) of pro-
poplnw pararaph (d) to Regulation 44

mnade under the Traffic Act, 1919-1935, as pub-
lished in the ''0 verninent Gazette'" of the
11th July, 1941, and laid upon the Table of
the Hiouse on the 12th August, 1941, be nnd
.are hereby disallowed.

I (do this substantiallyv for the reason that
I was requested so to do by the Great
Southeprn Road Boards Association confer-
Pace which met at the end of July last. Since
that time I have taken the opportunity to
dliscuiss these regulations with representa-
tires of that body, and I find that although
the terms of the resolution passed by the
conference appear to cover more regulations
than I have given notice of, the desire was
that these two sub-paragraphs should he the
suibject of discussion. Accordingly I have
limited my motion to the two suzb-paragraphs
which it inentions

The regulations are really for the purpose
of 1 )revcntin- a local authority from grant-

ing a license for a vehicle fitted with a gas
producer unless that gas producer complies
with the regulations. The local authorities,
therefore, will be entrusted with the policing
of these regulations; and they desire to
have regulations of such a unaue as can
be satisfactorily policed by them. There is
no desire to quarrel with the regulations just
because regulations have been made. That
is far from my lpurpose. What the local
authorities desire is, as T say, regulations
which they can police satisfactorily, and
which will not occasion difficulty in a number
of cases. Neither do the local authorities
desire that there should be 110 regulations
governing the use of gas producers on motor
vehicles.

That, of course, would be ridiculous, ii.

view of the fact that in certain circum-
stances a gas producer badly made, or badly
handled, can be a danger to the community.
In that regard, naturally, we have to con.
sider the position that may arise in country,
districts wvhen summer comes and grass and,
undergrowth arc dry. The position will be
bad enough, i all probability, where well-
made gas producers are being used.
It will be infinitely worse, I sub-
mit, if those gas producers are not satis-
factorily manufactured and ably handled.
At the same time, as I say, local authorities
who have to deal with regulations want re-
gulations they can understand and enforce.

The first paragraph of the regulation that
I desire to he disallowed has reference only
to gas producers being fitted in accordance
with the requirements of the Standards As-
sociation Code. In order to ascertain that
those requirements have been complied with,
it is necessary to look inside the gas% pro-
ducers. There are all kinds of things inside
them. I am not intimately acquainted with
the mechanism of gas producers, but they
contain, for example, scrubbers and other
gadgets wvhich go to make up a sucessful
producer. These cannot be examined] unless
the interior of the gas producer is opened
for inspection. The local authorities inform
me that that wvill be impracticable from their
point of view, as they will not be in a posi-
tion to take the producer to pieces. Even if
they were, it is doubtful whether they' world
be qualified to decide whether the particular
producer in question complied with the re-
quirements of the Standards Association
Code. We know that at present, under Fed-
eral regulations, one cannot sell a gas pro-
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ducer that does not comply with the regula-
tions made under the National Security Act.
We know also that home-made gas producers
may be used.

In regard to borne-made gas producers, I
have no doubt that local authorities will
exercise a considerable discretion, because
they certainly wvill want to ensure as far as
possible that the machine is not dangerous.
Nevertheless, there are home-wade gas pro-
ducers that are working satisfactorily, anid
no doubt there will be home-wade gas pro-
ducers that will work satisfactorily in the
future. So a second argument is that such
a gas producer could, under these regula-
tions, not he allowed on the vehicle; at least,
the owner could not obtain a license for such
a vehicle and consequently difficulty would
arise in that direction also. Apparently,
the regulations are not retrospective, so that
a gas producer put on a vehicle last April,
for example, two or three months before the
regulations came in force, would not he
covered by the requirements of paragraph
(ii), whereas the produet put on since
would be. It is, therefore, considered that
the paragraph should be amended to give
the local authority greater discretion in re,-
gard to these gas producers, and not force
on them the necessity of seeing that the re-
quirements of the Standards Association
Code have been coinplied with. Unfortu-
,nately, the Interpretation Act makes no
provision for any attempt to amend regu-
lations. If one is in disagreement with them,
one is obliged to move to have them dis-
allowed. As a matter of fact, if a public
explanation of regulations is required, that
seems to be the only action that can be
taken in order to get it.

Dealing with paragraph (viii), which
provides that no generator shall be placed
within five feet of any petrol tank filler,
I have no doubt that is, on the face of it,
a wise provision. Other regulations provide
that a gas producer generator on a truck ,for example, is to be placed on the sight-
hand side, or the side where the driver sits
in such vehicles in Australia, and that it
shall not overhang the side more than a
certain number of inches, as prescribed. In
a truck where the petrol filler is on the
front of the vehicle, away from where the
driver sits, which I will call the lefthand
side, there is probably a space of about five
feet. I am informed, however, that there are
trucks of the cabin type now in existence

where the petrol tank filler is onl the samne
side as that on which the driver sits, that
is to say, the driver sits right over it and
consequently it would be impossible for local
authorities to license a vehicle with a petrol
tank of that nature.

The authorities would be compelled either
to refuse to license the vehicle or to call
upon the owner to move the petrol tank the
other way round, in order to comply with
the regulation in question. It has been sub-
initted to me-and I submit it to the House
for consideration-that in these trucks of
the cabin type, which have a sort of sedan
front with heavy doors and windows-quite
a common type of truck these days-it would
be sufficient for the regulations to provide
that a local authority could in its discretion
grant a license 110 matter where the petrol
tank filler was situated, provided the auih-
ority were satisfied that, because of the con-
strucetion of the cabin, there was little danger
of fire. Because of the impossibility of
amending regulations I submit this proposal
that the reguilation in question should be
disallowed, so that further consideration may
be given to the pointsN I have raised. I do
not think there is need for me to make 11ny

further explanation. I commend the motion
to thle House.

On motion by the Minister for Works,
debate adjourned.

NOTION-COMPAIES, SHARE-
HOLDERS' BORLROWINGS.

To Inquire by Select Commaittee.

MR. HUGHES (East Perth) [4.47] : I
move-

Trhat v S9elect Committee be nppoin ted to in-
(luire (1) what companies, if any, incorpor-
ated in Western Australia have less than fifty

sharlwldrs.(2) If any shareholder of anY
siiei company during the last preceding
twellty-fiye years has borrowed mnoney from
irLy' coipany of which hie is or was a share-

older. (3) In respect to each borrowving
shareholder (a) thme anwunit borrowed; (b) the
ratio of thle aniount borrowed to the (i) nomi-
11al, 0ii) actual value. of the shares held by the
borrower; (c) the reason for such borrowing;
(d) the effect of such borrowing on the
(i) revenue of the State of Western Australia,
(Hi) noit-borrowing sharehiolders, (iii) credit-
ors of the company from which the money was
horrowed, and to report what action, if any, is
necessary-itL Justice and equity to d6 right be-
tween e. ch of tile following parties, respective-
ly (a) tIhe State of Western Austrabi (b)
thie companies concerned; (c) the creditors of
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the said companies; (d) the non-borrowing
mhareholders; (a) the borrowing shareholders.

After the inquiry hold by the select comn-
mittee on the Companies Bill, I suppose one
should move for a further inquiry with
trepidat ion.

'The Minister for Justice: I should think
so!

Mr. HLUGHES: With all due respect to the
mnembers; of the select committee who devoted
their attention for so long a period to the
Companies Bill, in my opinion the sugges-
tion that there are phases of company law
with which they did not deal and that
information upon them should be made
available to Parliament before it finally
passes the Bill, is in no way disrespectful,
nor does it cast any reflection upon the
members of the committee. Company law is
a highly technical branch of the law and a
comprehensive and difficult branch of
accountancy. One starts to feel one's f eet
in company law and accounting after the
first 25 years of study and experience. We
hope to got a Companies Act that will not
require amending in the future and will
remedy the evils of the past.

After all, I take it the main reason for
e-xamining what has occurred in the past is
for the purpose of framing the legislation
of the future by being guided by that infor-
mnotion. .1 thought that an inquiry into
company law would have been takeni up to a
large extent in dealing with the subjects
with which I think the proposed select comn-
mittee should deal. At the risk of heing held
to be too dogmatic, I would like to explain
why I think we should investigate this posi-
tion and why we should have information on
the lines I have indicated before we pass the
Companies Bill. The Companies Act has
been the instrument of a lot of fraud in thi~s
State and similar legislation has had a like
result in other States. No matter how care-
fully companies legislation is amended, cer-
taini practices will not be prevented.

Hitherto in Western Australia any five
perisn have been able to form a company.
All they had to do was to subscribe their
names to a menmorandumn and articles with
an undertaking that they would eachb take one
£C1 ,hare. Any five people could form a
cohlipamy at; the expense of probably £5 in
court fees and the costs of a legal practi-
tioner for drawing up thc articles and the
memorandum; that is, if they did not get
hold oif an old copy somebody else had drawn

up, re-type it, and so cut out the legal prac-
titioner. In that event they had only to pay
£,5 in court fees and give an undertaking
to take five shares of £1 each. In England
it is necessary to have seven.

From my experience-and I have seen a
good d]eal of the working of the Companies
Act from two eagles, the accountancy and
the legal-I should have thought the main
complaint would have been that under the Act
miushroomn companies were created by bar-
ing just the five nominal shareholders, that
they incurred considerable liabilities and
then went into liquidation. From my know-
ledge of the commercial world, I would hanve
thought that was the ma~jor complaint.

The second complaint I should hare
imagined would have been to the effect that
a trader could create at company in which
he would own all the shares except the four
of :C1 each belonging to the other four meni-
berq, and by paring dividend., or paying
himself a large salary withdraw not only the
profits of the company, hut also some of the
funds that should have been legitimately
used to pay the company',; creditors. In
such circumstances, inl thel event of the coin-
pany going into liquidation, it Would have no
assets and the creditors would not be paid.
The worst feature of company operations,
in the past has been the existence of a per-
son owning a company and borrowing money
from it, not only withdrawing the profits
of the company and whatever capital he
pnt into it but frequently funds that should
have been available to pay creditors. That
condition of affairs has prevailed fairly ex-
tensively in this State. I propose to give
an illustration. The facts are now public
because the documents hare become public.
In respect of most of these companies that
have operated no public information is
available and it is only when somebody dies
that the cat gets out of the bag.

For the purpose of this motion I searched
the Probate Office and garnered infor-
miation from the probate of the late Henry
Bonn known to Perth as Harry Boan. Thle
probate discloses that Mr. Boa a who, by the
way, was ii' effect the owner of Boatns Ltd.,
owed the firm, at the time of his death,
£93,114. His shareholding in Beans Ltd.
was 30,000 accumulated preference shares
valued for probate at £35,000; and 50,117
ordinary £1 shares valued for probate. at
i16s. 6d. or a total of £41,346. So iMr, Bean
owed Bons Ltd. £93,000 and his share-
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holding - preference and ordinaries -
amounted to £76,346. In effect he owed the
company approximately £20,000 more than
the actual value of his shareholding.

The Premier: Was that the probate
value?

Mr. HUGHES: The probate is a pretty
good value. Is the Premier going to say
that the probate is below the true value?

The Premier: It generally is.
Mr. HUGHES: Generally it is the other

way round. Has the Premier ever tried to
get probate reduced on shares? It cannot
be done. Let him put them in at the nom-
inal value of £1 and see wvhat they will re-
turn. I think the Premier has no reason to
complain or feel diffident about the value
that the Probate Office and the Stanmp Office
put on shares.

The Premier: The beneficiaries do not
put the true value on originally. 1. dlid not
know whether you were quoting the original
value or the probate value.

Mr. HUGHES: This is the probate value.
The £1 shares are valued at 16s. 6d. and the
result is that Air. Harry Boan (lied worth
only £237.

The Minister for Justice: Did he avoid
probate?

Mr. HUGHES: Undoubtedly. Probate
cannot be obtained from him. I take it that
his estate will not pay probate.

The Minister for Justice: That is what
I meant.

Mr. HUGHES: There is no probate on
his estate. What probate duty is there on
a £237 estatel It would be about 3d. in the
pound on £237.

The Minister for Justice: Did not his
estate pay any probate?

Mr. HUGHES: His estate has to pay
probate on the full value of £C237, but that
will not be worth collecting.

Hon. P. Collier: Will they be able to
meet it?

Mr. HUGHES: Subject to realisation.
If the value put on the estate is realised, the
State will be able to collect probate on
£237. I do not see how he can be liable to
probate if he has not any estate. How can
a man who dies worth £200 hare much pro-
bate?

Hon. P_ Collier: His last years must
have been spent in poverty!

The Premier: He knew when he was
going to die and arranged his affairs accord-

Mr. HUGHES: He was much more in-
genious than most of us. We live broke;
he died] broke.

Mr. Warner: Which is worse?
Mr. HUGHES: I can vouch for the fact

that there is not much in living broke. What
it feels like to die broke is a question upon
which I must defer my opinion.

Mr. Wilson: There will not be much left
after you are dead.

Mr. HUGHES: No, but I will be in a
position to give an opinion on that too.
This is the information I think the House
should have on this question before finalis-
ing the Companies Bill. If Mr. Bonn owned
Boans Limited and he wanted to take
£E90,000 out of Boans Limited, why did he
want to borrow it? Why did he not pay
himself another £3,000 a year, or 'why did
he not declare dividends? What a curious
thing that the man who actually owned the
company should borrow money from him-
self 1 Surely that was taking money out
of one pocket and putting it into another.

Mr. Manrshall: How many shares were
there in the company besides his?

Mr, HUGHES: Only a few nominal
shares. I do not suggest that this is an
isolated ease.

Hon. P. Collier: It is quite general with
rich men.

Mr. HlUGHES: I know, of my own know-
ledge, of a dozen companies in the same
position.

Hon. P. Collier: Individuals are too.
Mr. HUGHES: But their information is

not public because there is no document that
can be inspected; there is no document open
to the public, as this is. A document filed
in the Probate Office is open to all who
care to Pay a shilling to read it.

The Minister for Justice: Do you know
anything about such eases?

Mr. HUGHES: T know quite a lot. I
will suggest to the House later that we
put an amendment iii the Companies Bill,
stating that where a shareholder has bor-
rowed money from a company his shares
will, by legislation, be cancelled to the
amount of his borrowings. T will explain
the reason for that later.

By law the capital of a company cannot
he distributed once the company is formed,
except on a r-eduction of capital with the
approval of the court. The only way to
get capital hack is to do it surreptitiously
by borrowing from the vompany. By that

081
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means the section of the Act which says
that capital cannot be paid out is circum-
vented. I will be told that tinder the new
Companies Bill, directors cannot borrow
money from companies.

The Minister for Justice: Why not make
it "members"?

Air. HUGHES: The answer to that is that
directors' wives can, and other shareholders
can. I think-this is only a speculative
opinion but not based only on the facts in this
ease, but onl a dozen or more instances-that
the reason why they borrow rather thanA pay
themselves the money is not to get back
their capital. In my opinion the reason
Mr. Roan drew £90,000 out of Roans
Limited, by loan, during the lost 25 or 39
years was that by borrowing- the money he
could use it for his personal expenses and
it was not iflcome, and therefore he could
have another £3,000 a year for 30 years
without paying any income tax onl it.

The Mlinister for Justice: Mr. Bonn could
not do that under the present Bill.

Mr. HUGHES: Recently the law has
caught up with that type of eomlpanly.
Within the last three or four years the
Federal Government got tired of it and
passed amending legislation to treat a one-
man company- as though it were a partner-
Ship. I would like to know just how much
money in this State, over the last 25 years,
has been lost to the Income Tax Department
by the device of the borrowing shareholder.
Although Mr. Roan dlid borrow this money,
and thereby may have saved inconme tax oin
£E90,000 spread over 30 years, he did pieriodi-
cally give £100 to cbarity and receive a
columnn in the newspaper to let everybody
know.V

It is not only income tax on which the
borrowing shareholder has a detrimental ef-
fect, There arc two other people concerned.
First of all, if there are othier shareholders
in the cornpony-miinority shareholders-
and the borrowing shareholder has control of
the company by his voting power, and he
borrows fronm the company he precludes
other shareholders from getting a dividend
on their shares, and makes their shares worth-
less. By borrowing he prejudices thie rights4 of
the minority shareholder. There arc a number
of companies where that has taken place. As
far as the company, about which I an. talk-
ing, is concerned, there is probably no corn-
plaint on the score of minority share-
holders or of creditors. Where under the

articles the majority shareholder has the
governiing power he can borrow to his heart's
content, and] by so borrowing he destroys
the value of the other people's shares an'd
gives them no income from their sharehold-
i ng. Consequently lie merely uses a cloak
Under cover of the Companies Act to get
people's money by investment and get the
benefit of it. I suppose the answer to that
is: "Why should wre worry about the man
wtho is fool enough to invest his money in
a company where one man has control?"

That is the stock answer generally given.
It the nian is fool enough to invest hik

mnoney in a company where one manl has
absolnite control lie floes ]iot deserve syni-
pathy, and no one in Parliament should be
wasting his time trying to do something for
himu. I suppose, in] the main, that is true.
I do not imagine we will ever pass legisla-
tion that will make people invest wisely, hut
there is this answer to that, in part, that
somretimes people have invested in a com-
pany and one manl has acquired a majority
holding by buying out other shareholders.
They were, therefore, in, and of course when
the majority shareholder by buying out
other shareholders, acquired control it was
too late for the remainder to get out, and
they had no redress. T think that that type
ot shareholder, at least, it; entitled to some
protection. I will agree, that the same all-
swer applies, that it is one of the risks a
man takes. Any mon who invests money in
at company always takevs the risk that one
mian may buy sufficient shares to gain control
and then use the eompany as he likes. If
we are going to do that we are going to
leave the ]nan without mutch capital at the
mercey or thev man wit)] a lot Of Capital.

The grevat defect of thes e borrowing share-
holders is where a company is formed and
goes onl trading, and in the coarse of itq;
trading aeqLnires liabilities, and the control-
ling shareholder keeps borrowing money
from the company which the creditors know
nothing about, because they do not inspect
the hooks, they cannot, and they do not in-
spect the balance sheets because they are
not published in any way. He goesoi
borrowing the company's money and then
one day, when the position becomes acute,
the company goes into liquidation and the
creditors are not paid. In Perth there have
been hundreds of instances of creditors hav-
ing been left without the payment of their
debts against companies while the principal
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shareholders have been living in affluence.
The House should know to what estent that
condition exists today when it deals with
the Companies Bill, with a view to taking
steps not only to safeguard the future hut
to rectify past transactions. If it be true,
as I suggetsted, that the latc Mr. Harry Roan
drew bly way of income upwards of £t9O,000
borrowed in '25 to 30 years and did jiot pay
taxation on that amiount, it may be stated,
that, in equity and justice, his estate owes
money to the Treasury.

The, Mlinister for JTustice: Our legislationl
has caugyht up with that.

'Mr. HUt'61ES : No, it has not caught up
with that.

Holt, WV. 1). .Tohnson: But it will catch
the next lot.

ir. IIIUCTIES: Yes, hut the next fellow
will not din it that war.

Mr. Raphael: As you suggest. hlis, wife
will do, the lborrowing,

Mr. ThtGHES-': That is so. Much hard-
ship exists today ,vWhere m iiiority share.
holders are coe',u'eeed. When those Share-
holdern have foad themselves in the minor-
ity, a tnf the manjority shareholder has bor-
vowed thet (011p3.11y", fund(]', or at anyl rate
large sius from that soulrce, perhaps be-
yond the extent of thle value of his share1-
holding, those minority shareholders; cannot
do anything to rectify their position because
the majority' shareholder has thl- voting
strength. I have a remnedy to suggest for
that position. Let us say that the higr shar-e-
holder hats borrowed £40,000 from thle ein-
pany and his total share holding- at its actual
vaine--not at its face value--amounts to
exactly £40,000, wve should enact, by a pro-
vision in the Companies Bill, that his share
holding is cancelled;: the capital of the coi-
pany automaticailly reduced lby the amount
involved and his debt to the company ex-
tinguished byN the cancellation of the ciluiva-
lent valuec of shares held hy that individual.
We would sayr in effect to that individual,
"You have no interest in this company be-
Cause YOU have borrowed £40,000 from the
unidertaking-

lion. W. D. Johnson: -and have got your
money hack."

Mr. HUGH ES: That is the position. We
-%otild say to that man, "You have with-
drawn your capital, so we shall rectify the
position of the other shareholders by ex-
tinguhhing your debt by the cancellation of
the shares you hold."

Thui 'Minister for Justice: How often
would you make the calculations

Mr Ali RGHES: Firstly, I would make it
now.

The Mlinister for Justice: The individual
may haive borrowed only a few thowand
pounds.

Mr. HUGHES9 If the individual held a
thousa1nd shares valued] at £1 each and bor-
rowed £50, 1 would cancel shares to the
value of £50 only. I would not cancel the
futll £1,000 worth of shares merely because
hie had borrowed £-50. That is the reason
w.hy I have referred in the motion to ain
inqul~iry into the nominal Value, as Well as3
the actual value, of share holdings. Al
thoughi a share may be nominally valued at
£1, the trite valuie ay be is. or £5. Th ±':
fore the shtares held by a nmn may be 10,000
at a value of £1 each, yet the holding maay
be worth £40,000. 1i such a man uwed
£401111 of the company's capital and the
canicellation I suggest were made, we would
say to him, "Yon have withdrawn your capi-
tal from the eomipany aid you have ceased
to he at shareholder." Then the capital of
the company would be automatically reduced
by the value olf the shares so cancelled. If
tte ian borrowed Xt20,000 and held shares
worth £10,000 thit the shares would be can-
celled and the capital of' the company re-
duced by £10,000.

The Mlinister for Jiustice: You would
make the reducetionL automatically according
to the amuount borrowed.

Mr. HUGHES: Yes.
MAr. Sampson: The individual might with-

draw from the company",, funds niore than
his share holding is worth.

Air. HUGHES: I go further than the
1101. Ineniber'S su-gestionl and say that in
mnany instances that lies beeni done, with the
result that whenIl the creditors sought an
adjustment, their debts could not be ))aid
because the majority shareholder had already
absorbed the funds of the con cern. I am
sure the member for Swan (M1r. Sampson)
has written off many bad debts during his
business career.

Mr. Marshall: I bet he has never experi-
cnced one such instace.

Mr. Sampson: That is all there is to do
about it.

Mr. HUGHES: That is a fact. The
worst feature of all is where the individual
has borrowed from the company and with-
drawn capital to the extent desired without
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firist paying the creditors. Then when there
is a showdown, the money is not available
for those unfortunate people. I regard that
-is the worst feature of this business. After
All, to evade the payment of taxation is not
such a bad offence.

The Minister for Mines: So long as you
aire not caught.

Mr. HUGHES: Quite so.
The Minister for Justice: Would it not

be better to try to prevent such happen-
ings?
Ai'. HUGHES: I agree that it would be

lbetter to prevent shareholders fromt borrow-
ing At All.: but that could apply only to thle
I'lture. What about the companies that
are established today? I refer to those con-
4reins in which the interests of the minoiity
shareholders are prejudiced. I always
Ihiought the real complaint against the State
Companies Act was that as five people
could form A company, they could ereate
liabilities, go into liqnidatinl Andl their
creditors would miot Secure pavmleiit.

The Minister for Jwqtiee: There is very
little difference between ive and] seven.

Mr. HUGHES: Of course, but we are(
going to make it easier ant i ake the num-
ber two.

lion. W. D. Johnson: Who are "WE?'?

MIr. HUGHES: This Parliament.
lion. W. D. Johnson: Do you mean that'
Mr. HUGHES: Yes, as one-fiftieth of

Ihis House. In fact, 1 think I am safe in
sity ing that two-fiftieths of this Parliament
will not Agree to that provision. I think I
can count on the miemberi for 'Nedlands
(lIon. N. Keenan) strepnuously to oppose the
reduction in the number eligible to form at
(cruopamn' froml five to two.

Mr. SPEAKER: Of course the hon.
nwmbvcr realises thatt the Companies Bill is
not now under discussion.

Mr. HUGHRES: That is so- Before wve
piocced to (leal with that very iniportant
,,hase of our legislatioi), I think Parliament:
sh1ould have information available to show
ito what extcnt this lpraetie exists; todny.
There is always, thle possibility that my de-
inlletionls may li. e wrong.

Mr'. F. r. 't. Snlith : Why did not you
bring this point under the notic of the
select committee that inquired into the Com-
panies Bill,'

1Mr. HUC.ES: 1-ow could I bring- it
unller their notice?

Mir. F. C. L. Smith: You were invited to
do so.

Mr. HUGHES: I was not.
Mr. F. C, L. Smith: Everyone was so in-

vited.
Mr. HUGHES: At any rate I was not

invited to do so.
The Minister for Justice: I thought

everyone was invited.
Mir. HUGHES: If I may answer that

interjection, you, Mr. Speaker, know that a
member of Parliament cannot be summoned
to appear before a select committee. it
someone desires a member of this House to
go before such a body of inquiry, lie is not
summoned in the ordinary way. The re-
quest has to be made by the chtairman in
the prescribed way.

The- Minister for Justice: A member couldI
appear before the committee voluntaril.

Mr. SPEAKER: Order '
Mr. HUGHES: The Minister must know

M at at mnember of Parliament cannot voluin-
irily offer himself as a witness before a

at' leet committee.
11r. SPEAKER: Havig siow made that

mxjlanation, the lion, member will get back
to his motion.

Mr. HUGHES: While we are amending
the Companies Act, which is a difficuit And
formidable task, if there are issues at stake
and questions on which this House should
have fulil information before passing the
Bill into law, would it not be better to get
that information? 'Would it not he better to
take a week or two and get the information
rather than pass the Bill without members
having these facts on which to form a judg-
ment? I hare no actual data for 'what I ami
about to say but T believe--and other

p~eople inl a position to forni an opinion be-
lieve--that the great majority of companies
in Western Australia contain fewer than
50 shareholders. It is surprising how many
companies contain five to tenl shareholdersi
it is surprising how many are operating as
one-mi businesses run unmder the guise of
companies.

H-on. W. T). Johnson: Was not that
mnatter considered by the select committee
or Royal Commission that investigated the
Companies Bill

'Mr. HUGHES: No.
Hon. W. D. Johnson: It was the job of

that body to do so.
M1r. HUGHES : I would not say that.

When we take all the ramifications of coin-
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pany law, both fromn the legal side and from
the accounting side, we arc including the
whole gamut of the commiercial life of the
vonmnunity. It Would he no easy tas.k for a
body of men, even in 12 itonthis, to familiar-
ise themselves -with and examine all the fac-
tors that might he brought forward.

Hlon. W. D. Johnson: If this is such an
outstanding thing it should not have been
difhcuilt to discover.

Mr1. HUGHES:; I have not found in the
evidence anythling on the aspect of the bor
rowinlg shareholder, but I admnit that I have
not read all the evidence. It would he a
tragedy if we passed the Companies Bill
without dealing with the less than 50-
shareholder companies only to find that
there were only 25 companies in Western
Australia to wh~ich the Act applied and that
all the rest were outside the scope of the
law. I believe that is about the flgure-25
to 30 'will he brought under the Act and all
thle rest will be outside;- and on top of that
we are proposing to snake things easier by
permitting two to form a company.

[ think I can anticipate what the 'Minister
is likely to say in reply. The one-mian Vomu-
pany I amn speaking of is designed to enable

a man to enter into business without he-
ivoming liable to pay the debts of the busi-
]less.

The Minister for Justice: That, of course,
applies to any limited liability company.

M'r. HUGHES: Yes, but I am gmiving the
reason, and now I think I have niore Or less
guessed wvhat the Mlinister will say-. If a.
mnan is trading in business and desires to
enter into another business or speculate in
another business of which be is not too sure,
hie can adopt this attitude, "I want to put
1:5000 into this business, but I want to
make sure that, no matter what happens, I
'shall lose only the Z5000. If it is a success,
I will make good profits on my £5,000, but
if it is a failure, I will lose only the £.5,000
mnd the creditors of the company will lose
the halance." That is the only reason for
Forming this type of company.

The Minister for Justice: Do you suag-
gt that we have no limited liability eonm-

pa niesI
Mr. HUGHES: I would not suggest that

we have no limited companies, but I would
suggest that we destroy, as far as possible,
the opportunity for a private trader to
evade payment of his debts by forming him-
self into a limited liability company. There

is much to be said for allowing a number of
people to combine and, by making contri-
butions to a common fund, to speculate a
certain amount of money each. That is the
legitimate company; that is the recognised
basis and that alwvays hans been the objec-
tive of the corporation and the old joint
stock company.

The Minister for Justice: And the foun-
dation of all the big companies of the world.

Mr. HUGHES: Yes. A man might find
that an enterprise is to he started and that
capital is being gathered, and hie might be
prepared to invest £100 in it. Instead
of there being one man trading, that is a
reel corporation and a -real co-operation be-
tween shareholders. It is a genuine com-
pany operating Onl the fundamental prin-
ciples observed long hefore England adopted
a company law. There is not mach trouble
about such companies. I could reel off from
memory 10 or 12 names of companiest
operating here and in the Eastern States
onl that basis. Probably no shareholder in
any one of those (comlpanfies holds miore thans
one per rent, of the capital. Such a com-
panny, however, is very different fromk the
trader who says, "I want to be sure that I
make the profits off if the company succeeds
and will not have to pay the debts if the
comlpany fails."

Members might ask -why we should deprive
a man of these facilities and prevent him
from covering himself against liability for
the whole of the debts of the company. The
reason is that every man should pay his
debts if he is able to do so. No man has.
a right to set up a business on the basis
that, if it succeed;, he takes the profits. and,
if it fails, he defaults on the creditors.

The Minister for Justice: Then you would
have all companies onl a partnership basisV

Mr. HUGHES: No, I differentiated be-
tween such a. company and the genuine
limited liability company, but I think we
would be wise to include in the law a liinita-
tion providing that no individual shareholder
shall either directly or indirectly own' more
than 20 per cent. of the capital. Then it
would bie a comipany in the real sense of
the termn.

The Minister will probably say also that
if people give credit to a limited liability
company, or to any other company, without
first ascertaining its financial stability, they
do not deserve any sympathy. It is a fact
that all these coatpanics-the five-share-
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holder companies and the 5,000-shareholder
companies-ave7 in March of each year, to
file in the Supreme Court a summary setting
out the list of shareholders, the total value
of their capital and the amount paid on
each share. Any person, on payment of a
nominal fee, may go to the Supreme Court
and inspect that document end ascertain
whether the subscribed capital has been paid
up, and may satisfy himself whether, in the
event of his extending credit to the com-
pany, it is in a position to meet the obligra-
tion.

In addition, every company has to keel)
a register at its registered office of share-
holders, the amounts paid up, and similar
information. This is open to inspection by
any person on payiaent of a nominal fee.
It is said frequently, "If you give people
that protection, and before they give credit
they will not inspect the summary at the
Supreme Court, and -will not inspect the
register, they do not deserve any sympathy.'
I think creditors get a lot more sympathy
than they deserve, and that it is much too
easy to get credit in Western Australia.
There is the greatest difficulty imaginable
in keeping out of debt in this State. Some-
one is always trying to sell something to
someone else, and may say, "You tell rae
you have no money;, that is all right, sign
on the dotted line, and pay when you can."

HFon. W. D. Johnson; That is the founda-
tion of the trouble in the agricultural in-
dustry today.

Mr. HUGHES: Yes- Excess credit has
put our commercial system where it is. On
this particular issue there is no doubt that
in law the prospective creditor has certain
information available to him. He has not,
however, got anywhere any source of in-
formation to tell him. what other liabilities
a company has. When a trader is asked
to give credit to a company he has no means
of ascertaining to what extent the company
is already indebted. The competition for
business today is keen, and the trader in a
small way or the middle-class trader is often
placed in a difficult poszition.

If someone connected with a company
asks for goods on credit the trader does not
like to refuse delivery, because he may lose
that custom and someone else may get it.
He (the trader) may not have the facilities
for sending an emissary to the Supreme
Court to make inquiries as to the financial
status of the company. Larger firms are

in a better position because they employ
credit officers. Frequently before giving ex-
tensive credit to a limited liability company
they make inquiries through that officer. It
is the small men or the middle man who
suffers the worst losses with companies of
the type to which I am alluding. S4ch
people4 have no credit officer to send to the
Supreme Court to make the necessary in-
quiries, and are afraid to question the rep-
resentative. of the company for fear it may
turn out to be a solid company, and the
personL cojCIned may take offence and go
somewhere else.

lion. AV. D). Johnson: The Trade Protec-
tion S8ociety would protect people of that
kind and secure the necessary inforniutLon
fox them.

Mr. U CORHES: That prottetion dot-, not
amiount to much. By the time the s;odiety
has- been approached and a report obtained
the customer would hav : gone satinwhere
else. It is more for the protection of the
mrnal[ trader and the inidilte trader that we
oight to do something in this matter. Pven
at the risk of being reproach ed for not hav-
ig broughit this mnotion down earlier I
ninta in that the position is serious enough
loiiin wat an investigation by the House,
N-*4 hv failure to hold such an invedigation
we flilt when Passing the Companies li
we have roped in only 25 or 30 companmies,
and somie of the manjor abuses wei have set
out to remledy have been overloelud. T
would he prepared on my own responsibiLity
to propose an aimciidlmnt to the Companies
Bill providing, for the cancellation of z*ares
equivalent to the debt money borrowed by
the shareholder. If I do that the answer
may11 be that this is only my opinion.

The M21inister for Justice: Not if by
moving such an amendment you can make
the Bill a better one.

Mr. SPEAKER: Order!
Mr. 1I17CHES:- I know the 'Minister is

anxious to get information on all aspects; so
that the, Bill may be a good one.

Mr. SPEAKER: Order! The 'Minister
cannot get iniformation on this motion, bat
when thev Bill itself is being discussed.

Mr. HUGHES: I thought we might g-et
some information. If a member has an idea
and it is blessed by a select committee, pro-
vided that the matter at issue is not actually
sacrosanct, a lot of weight is given
to the argument in the eyes of the House
itself. I suggest, therefore, that before we
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finatlly dispose of this matter it would be
worth our while to stop for a week or two to
Jpermit of ain investigation into this parti-
i-ular aspect of company legislation, even if
other iparts of the Bill are gone on with, so
that when the data is collected by the select
4eojnni1ittee memb'-rs wiI have before them
tim necessary information bearing on this
pairticular point. I commeand the motion to
tile House.

Oil motion by the Minister for Justice,
debatte adjourned.

MOTION-FARMERS AND PASTORA.
ISTS' DEBTS.

iDebate resumed from the 3rd September
onl the following motion by Mr. Watts
(Katanining)

That iii view of the fact that the secured
liabilities of many farmers and pastoralists
.ire so grnt thet they arc unable to pay their
way. and in thme interests of the State it is
essential thant those engaged in these industries
be placed in :t solvent position as soon as pos-
sible, it is the opinion of this House that the
U;ovcrient should take immediate action to
legislate for the adjustmient of such secured
debts, and their ultimate reduction to not ex-
evding the fair value of time security.

THE MNISTER FOR LANDS (Hon. IF.
J. S. Wise--Gascoyne) [5.38]: The motion
is not exactly similar but bears some resem-
blance to motions which have previously
been moved in the House. It has, however,
one or two noticeable additions. I have no
doubt of thle sincerity of the mover, and
think hie endeavoured to make ont a case
from his angle, but to me his speech was
extremely disappointing. It is a simple mat-
ter for members to express opinions and to
make out ex parte cases without any sug-
gestion or thought as to whether their ideas
are s;imply ideas, or whether they are plans.

In such a matter as this, which has so far-
reaching ein effect, I submit to the hion. mem-
ber that of necessity a motion of this char-
acter should be accompanied by a plan. He
certainly desires to achieve an objective, but
he carefully avoided suggesting any practi-
cal method of reaching it. In his opening
remarks he admitted that the subject had an
Australia-wide significance; but at the same
time he was at pains to chide me for sug-
gesting, when speaking to a somewhat simi-
lar motion last session, that there was any
Australian significance, or any effect or con-
sideration on an Australia-wide basis, of

such at motion as this. The lion. member,
too, in his opening remarks assured the
House that the Leader of the National
Party was certain that tl]C time had arrived
when action was necessary to relieve the
debt structure of the primary producers.

That the member for Katahining (Mr.
Watts) had some reason for that opinion
was borne out when the Leader of the
National Party spoke to this motion. The
speech of that hon. member was in striking
contrast to his expressed opinions on this
subject upon another occasion. I admit
that the Leader of the National Party
miade a more than thoughtful contribution
to this debate; but he certainly was able
cleverly to steer a middle course, and in a
very able way give support to the motion in
a manner which he must have believed not
to be possible when debating the subject a
year or two ago. His change of opinion, I
would submit, has one of three causes. The
first cause, I would suggest, might be the
political agreement or pact which is just
nientioned in whispers, has not been made
public, and which is referred to even by
leaders of the Country Party as something
that must ]iot be talked about altogether for
the time being. But it is the reason why the
hion. memrber has changed his attitude. The
political agreemient which has been reached,
and wicih was first mentioned in this House
by the memiber for Nelson (Mr. 3. H.
Smith), seems; to be one reason for the
change of opinion. The second reason might
lie the attack on the National Party by
the Country Party through the latter's
mnedium the "Primary Prod ucer" newspa per.

'Mr. Thorn: Is. that in the motion

The MINISTERt FOR LANDS: Yes. The~
motion refers definitely to the differences of
viewpoint, alCtionL and attitude of the
National Party andl the Country Party on
this Subject. To show that it is in the
'notion, and allied to it, I shall in a few
moments deal with the suggestion of the
hon. member interjecting. Thie third point
which I think has caused the National
Party to change its attitnde is the reason
of the changing times.

Mr. floney: lo you think that this arises
on the question before the House?

Mr. SPEAKER: Order!
The MINISTER FOR LANDS: I allowed

lion. members opposite who have spoken to
the mnotion to make their speeches in their
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1-Wiu waly, and there will he an opportunity
for at least 44 or 45 more members to do so.

11r. Watts:' I wish there were!
Ili% Hughes: Is that ant invitation?
The 'MINISTER FOR LANDS : I give

inibvj-s a free inovitatlion.
)Ir. Thorn: TIhere' has beet) no red ]er--

ring drawn.
'rho MINISTI FOR LANDS: When 3

have finished, I htope- the member for Tood-
yay (Mr. Thorn) will be able to grasp the(
snistonee of the miatter. i do repeat that
there wor- three possible reasons wvhy (te
Leader of the National Party changed his
atliludo, and I think that perhaps the attack
upon his p-ark' by the "Primary Producer's"
vorrespondlent mnay have had something to
tit with it. In recent months, this appeared
inl an article in that newspaper.

Mr. Thorn: Glive uts something that
apipeared in thle "Worker"l

The MINISTER FOR LANDS. I will
shortly.

Mfr. Thorn: Good-oh!
The MINISTER FOR LANDS: This

article was entitled "Rift or Chasm," and(
the following appeared in the article of
wi-chl the original is here:-

The "Great Southern Herald" dwells upothis likelihood of a breach between the Coun-
try Party and the Nationalists. "The matter of
earning the ill-will of the National Party,"
it -ays, ''ma1-y possibly have swayed the -votes
of delegates. The only known test of good-
will is its practical application in time of
iect. 'No doubt there have been occasions
when tlt 'Nationalist vote in the State Farliat-
meat has been helpfuli to Country Party nem-
bers, but it is a pathetic fact that when help
uvnq most needed it was rarely given. The
personnel] of the National Party is too closely
:m.'oriated with interests not identical with
rural interests for it ever to prove a depend-
aide ally." That puts the position clearly,
and with ain adniirahle restraint which we envy
but cannot emulate.

Mr. Sampson:. Is this a reply to the
motion?

The MINISTER FOR LANDS: I cant
understand that the member for Swan (Mi.
Sampson) does not want to understand this.

31r. SPE~AKER: Order!
Mr. Sampson: It requires great skill.
The "MINISTER1 FOR LANDS: The

article discusses the differences of opinion
b~etween the two parties in connection with
rural policy, the subject to -which this3
motion specifically applies. The article con-
tinles.

We w-re discussing the prospects of a coahi-
tion willh the Parliamentary friend the other

day. "'The National Party is shot,'' he to)ld
us. "'Is that so?' we cried, looping joyfully
in our sent. ''Who shot it? Lead me to himi.
I should like to congratulate himl." '"'Don't

be ro a lirned literal,' ' lie reproved us, ''It is
discredited in thle city and out of it. It will
never hena power again. A coalition of the
Country l'artv with it would he a junction of
thle quick and the dead." If the National
P1arty is dead, it has left a grisly monument
beind it in ant embittered and impoverished
countrysidle. But we think that his9 remark
was n trifle optimistic. The pairty is not dead
yet, thoughL it may lie dune for death.

The Country Party is expected by some peo-
ple to keep) it alive. ''The majority of West
Australians,'' satys the ''West'' with a fine
disregard for fats, ''will sincerely hops that
nothing is done today to widen aniy rift that
niny exist between the State Country Partb
;titdl the National Party; and that these
organisations will go to the country ina 12
amonths' time onl a common platform."

A rift! Why, it's a gaping chasm! The
National Party has consistently and per-
sistently opposed every effort of the Country
Party to get aay sort of decent conditions for
primary p)rodulcers. It has shown not the
slightest understanding of the debaicle which
is taking place in the eoumtryv toda 'Y. Its ap-
parent ignorance of the real position is appal-
ling, and its utte r lack of sympathy is more
appalling: still. It hans been not only indiffer-
enit to the just claims of the Country Party;
it has been, actively hostile to themn. Its out-
look lIMS nlot changeil with a changing world.
It clings desperately-

Mr. Doney: Ont a point of order!

Svrlmembers interjected.

Point of Order.

M1r. Doney: I submit, Mr. Speaker, that
those remarks have no connection whatever
with the subject matter of the motion.

Mr. Speaker: The Minister has said that
the memlber for Katanning (Mr. Watts),
when moving thle motion, made reference to
the support to be given by the National
Party; and even the lender of the National
Party gave reasons for the change in his
attitude to this motion and a similar one
before the House some time ago. The
Minister is in order.

Members: Hear, hear!

Debate Restuzed.

The MINISTER FOR LANDS: I think
it right that somnething which has appeared
in the Press and is fair comment on this
matter and allied to the motion, should lie
recad in this Chamber.

Mr. Thorn: It will not make any differ-
enice next March!
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The MINISTER FOR LANDS: I think
it -will not. The article proceeds--

It clings desperately to the wreck of a sys-
teal whichl has brokein d]owit; and it bitterly
opposes any attempt to institute a better one.

Without a complete change of Nationalist
heart there can be no common platform.

We have a shadowy vision of an invitation
front the Nationalists to thle Country Party to
drop controversial subjects and form a strong
"Win the War'" Government.

Alr. Stubbs: What is wrong with thatI
The MINISTER FOR LANDS: The

article continues--
'flit would create a sounding semblance of

a common platform. But, if any such shallow
hypocrisy were to 1w attempted, it is certain
thalt tile Country Party would reject the in-
Vit.4tion With the contempt which it deserved.

Mr. Hughes: There is no hope for the
Opposition except in the Independents!

The MINISTER FOR LANDS: That
article appeared in the "Primary Producer"
newspaper some months ago.

'Mr. Thorn: Did yon contribute it?
The MINISTER FOR LANDS: It is

issued by the authority of the No. 1 Wool
Zone Council, Primary Producers' Associa-
tion, and is to he found in the issue of the
"Primary Producer" of the 20th Mayth
last.

Mr. floney' The paper usually takes, the
trouble to point out that it represents in
such articles only its own special opinion.

The MINISTER FOR LANJYS: That is
not so in this ease.

Mr. Sampson: What is the heading of
the article?

Several members interjected.
Mir. SPEAKER: Order!
The MINISTER FOR LANDS: I men-

tioned in my opening remarks that the
ehiange in the point of view of the leader of
the National Party might be ascribed to
one of many reasons. The article I have
rend deals with all those reasons any one
of which might have induced the hon. mein-
to alter his views, although I think the last
reason is perhaps the real one, namely, that
with the changing times and the altered cir-
cumstances the hon. member has ehanged
his views. For the first time in motions of
this character, mention is made of pastoral
debts. For the first time, so far as I can
gather, mention is -also made of the writing
down of secured debts. With respect to the
former point, I question whether the Intro-
duction of pastoralists' affairs is for the

purpose of placating the pastoraliets or en-
listing their support. But it is a fact that
while the term "Primary producer" does in-
clude the pastoralist, as, the hon. member
pointed out, it is significant that for the
first time pastoralists' affairs are included
in a motion such as this.

I iitend to take some time in comparing
the affairs of pastoralists with the affairs of
farmers. Before doing so, however, I desire
to refer to the hon. member's ungenerous re-
marks about the attitude of the Government
and its action with regard to the Royal Coin-
inission that inquired into the pastoral indus-
try. The hon. member said-

All that the Minister is prepared to do, not-
withstanding the voluminous recommendations
of the Royal Commission, is to eater into some
voluntary arrangement.
Ile also said-

We do not want Parliaments in this State or
iii any other democratic community to lay
aside their obvious duty and pass the system
on to sonic sort of voluntary arrangement.

He does not like to suggest that in a demoe-
cratic community anything but dictatorship
methods should be adopted. The expression
he used "some sort of voluntary arrange-
ment" shows that he knows but little of the
subject. He wants some compulsory ar-
rangement even though it is not possible in
this instance. That is evidence of his appal-
ling lack of knowledge of the conditions
which prompted the appointment of the Royal
Commission, of the industry's background
and of what led to the commission. Ob-
viously, he had not read the report care-
fully; he picked out some smnall passages-
little bits of meat-and himself attached
them to a wishbone, so that lie could apply
them in this case, if possible, to the detri-
ment of the Government. The hon. member
gave one the impression of his having
glanced through the report, of having read
a recommendation here and there, recomn-
mendat ions which are not segregated in the
report, but which involve the reading of thu(,
whole report.

Mr. Watts:. Would you prefer that hie
should have read the whole report V

The MINISTER FOR LANDS: I hopedl
when the hion. member made such compadi.
son, as hie did that lie wvould read the whole
report.

MVr. Watts: Not to the House.
The MINISTEH FOR LANDS: T think

hot might have read it for his own benefit.
Mr. Watts: That has already been done.
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Thle MINISTER FOR LANDS: Had
there not been a seven years' drought there
would have been no Royal Commission. I
-Avant the hon. member to bear that in mind.
If he had read the report carefully he would
not have referred ungenerously, as he did,
to "some form of voluntary arrangement,"
to arrive at which took many months of
close attention and application. The basis
of the recommendations, of the Royal Com-
mnissioner in connection Nvith the rehabilita-
tion of the industry is bound up in finance.
If the hon. member had studied the report
closely hie would have been aware that the
implementing of the recommendation de-
pends upon fitnncial assistance from the
Commonwealth Government. Not merely in
one paragraph is that mentioned; it is men-
tioned throughout the replort in at least 15
places. I shall read two paragraphs (dealing
"pecifically with the point--

8487. It is imperative that tine industry in
tbe drought-stricken areas obtain financial
1help, and for tile reasons ouitlined, I recom-
mnend:-

That the Comoninealth Government be re-
quzested to provide funds for the introduction
and operation of tine pastoralists' debt adjust-
ment scheme recommended in this report.

888. It is realised that tMe Comnnonwealth
Covernment 'a responsilbility to finance Austra-
lia's rapidly increasing war effort mjight make
it diffeult to grant thkisi assistance, but tile
production of wool and stock is of such vital
importance, tiat it is consideredI necessary to
place the position before that Government and
Ascertain whether funds could be made avail-
aible for this proposed drought relief in the
pastoral areas.

ion. C. 0. Lathamn: This G-overnment has
done nothing, hut pfs the buck on to the
Commonwealth Government.

The MINISTER FOR LANDS: It is
cheap and easy to say that.

lion. C. G. Latham. It is true.
M1r. SPEAKER: Order!
The MINISTER FOR LANDS: In quot-

inig from the report of the Royal Commis-
sioner, the member for Katatnning (Mfr.
Watts) absolutely overlooked the fat-

Hon. C. G. Latbam: Even for the banana
industry at Carnarvon the Government
wants; the assistance of the Commonwealth.

The MINISTER FOR LANDS: -that
%ueh assistance is essential for the iniple-
meriting of the scheme. The lhon. member
was either entirely unaware of the recoin-
mendatiori or lie deliberately overlooked it.
For the first year of putting, into effect the
Fyfe scleme the suim of 0300,0011) would be

required; an td thereafter X75,t000 for each
succeeding year would be required to carry
on 246 eases. The amount required to carry
onl was expected to vary according to sea-
Honial conditions, the price of wool and thle
prices, of commodities used generally iii
the induistry. 1. want to advise the hon.
tjiiber andt the Leader Of the Opposition
(lint the Royal Commissioner recommended
an approach to the Commonwealth (Govern-
rivnt. It was the Royal Commnissioner who

suggested the mieans *C naking tlhat
approach. III our- earnest ende-avur to give
effect to the CoaIn i,io vrit s reconeL-I1
1jions, we did a ppoaeh thi Coammo11i1veali
Government.

Hon. C. G. Latham: The Royal Commis-
sioner is a servant of the State Govern-
ment."

The MINISTER FOR LANDS: The
State Goveriunent approached the Common-
wealth (lovernmient through the Loan Cout-
cil. It presented a special ease to the 0(ini
Commiission ini anl endeavouir to ohM dii i
moneyc.) 'eeSSryv to itaplentient the sehenit.
but there waLs no Mioney available. A case
was presented for it SI ate loan so that tht.
ipletRenlting Ot the recommendalons could

proceed, but WVe ould get no mione3 because
there was nioue available. What, thea, does
the hon. member suggest should have hap-
pvned ? If the Government had not been iin
earnest in this matter, it could have said,
" Well , there is the report-a wvonderful
report and the best review the industry has
ever had. But there is no money to imple-
ment the recommendations." The Govern
meat could have left the matter there. How-
ever, it did not do so. It expilored everyv
possible avcanue, in art endeavour when
mioney was tnt available to institute a
scheme under a voluntary system designedl
to afford sonie relief to pastoralists.

By negotiation many difficulties were
overcomec, anti continued negotiations re.
soiltc'd inl an agreement that finds great
fin-oar with the pastoralists inv-olved. I
think it can be said very definitely that the
grepat majority of lpnstotralists woi'!d oppose
any compulsory scheme of debt adjustment.
When, after many earnest endeavoiurs month
by month to eliminate this difficulty andl
overcome that onec, we reach an agreement
the lion. member suggests that we laid aside
a duty, that we evaded a responsibility,
which suggestion, I think, indicates to th is
House that he does rot quite grasp the
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importance of the voluntary arrangement
that has been made. No duty was laid aside
but a very great responsibility was accepted
in ain endeavour to bring- about a somewvhat
simil 'ar result with very little nmoncy avail-
able to us.

The Government has a clear understand-
ing of the difficulties of pasdoralists and
farmers, and it has endeavoured to give
sympathetic and practical consideration to
both. There is, however, a striking contrast
between the two industries, such a contrast
that it is impossible to assume that the same
sort of arrangement wvould be satisfactorily
applicable to both. For the purpose of
examining whether recommendations for debt
adjustment for the agricultural industry and
the pastoral industry, are closely allied, it
is necessary to compare conditions in the
la.stoltll areas and in the agricultural area s.There is a very definite and distinct dilrT
mice on marny points.

Ili the first place the pastoral industry is
developed onl areas where the Crown owns
the land, where the system of reap~praise-
meat gives an opportunity to the Crown to
derive some benefit from increments anil
appreciating values. In respect to the farm-
ing industry, with the exception of
uncompleted contracts the Crown does not
owin the land and the only money owing to
it is fromt such uncompleted contracts. As
the security advances in value there can be
no prospect of the Crown dleriving ally
benefit from it.

The second point is that the pastoral in
ilustry has heeni privately finanecil. With
regard to the farming industry, not only is
the Government heavily involved, hill thiere
is also a great complexity in the nature of
the structure of farmers' debts. There is
quite a distinct difference between the two
industries.

The third point is the tremendous
:ecuperative power of the pastoral industry.
Ca more than one occasion that industry
bas made a rather spectacular recovery fromt
drought and has shown ain ability to revive
the numbers of its stock in quite a rapid
manner. But with regard to the farming
industry, we find that even where there has
been no drought there is a tremendous debt
in every section. We find that of two
farmers living side by side under similar
circumstances, one is prosperous and the
.other fails.

A further point is that the pas-
toralist s one creditor. His banker
is his storekeeper. On the other hand,
the farmer has many creditors and a
very involved system of accounts. One
could go one with very many points,
all of which show very great differences in
these two industries. They show variations
which would prevent any practical applica-
tion of a similar scheme. Although the
Royal Commission which inquired into the
pastoral industry was necessitated because
of a seven years drought, there are, quite
apart from that factor, so many varying
differences that it is not possible to assume
that the system whbich applied to one would
apply to the other. I would not like to
say, when a Royal Commissioner inquiring
into the pastoral industry suggested that a
compulsory system of writing down debts
would apply to the pastoral industry, that
it could apply to the farming industry.
If the pastoral industry bad had no drought
it would have continued, as it has done in
the past, to finance itself.

Although the arrangement which has been
made on a voluntary basis wvill affect several
hundred pastoralists there will he very many
hundreds who will not be seeking relief,
but who will be able to finance themselves.
I submit to the hon. member that there arc
very many and distinct differences between
the two industries. If he wishes further to
read the report of the Royal Commission
into the pastoral industry, he will find in
paragraphs 881-3 some comments on the
debt structure of the farming industry, and
that very substantial assistance had been
given to that industry over those years. I
intend to quote at a later stage from the
Royal Commissioner's report to give an idea
of the extent and nature of these debts. The
hon. member said, in his speech, that prior
to 11 years ago there was a certain amount
of prosperity in the farming industry.
When the present Leader of the Opposition
was Minister for Lands he appointed a
Royal Commission to inquire into the dis-
abilities affecting the agricultural industry of
Western Australia, which made a very ex-
tensive examination of the condition of farm-
ers at that time.

Mr. Seward: What was the date?
The MINISTER FOR LANDS: It was

in 1931. This report discloses that the debt
or liabilities of the farming industry at that
time amounted to £31,659,654. That was at
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a time, in the words of the bon. member for
Kattanning (Mr. Watts), "following 10 or
11 years when there was a certain amount
of prosperity in the rural industries." On
page 6 of that report wilt be found a tabu-
lation of the institutions and persons to
whom these big amounts were owving. It
also gives the reasons causing the collapse
at that time.

Mr. Watts: Why do you not make use
of the qualification which I made to that
statement in my speech?

The MINISTER FOR LANDS: Even
with the qualification I am endeavouring,
without any hostility, to illustrate the point
that following years of prosperity very
serious difficulties existed in the farming in-
dustry, and also a considerable amount of
debt. I do not make the statement because
of any critical desire, nor am I in any way
endeavouring to compare the position then
with the position now. It is simply an
illustration to show the very great difficul-
ties of that industry even following pros-
perods times. The reasons causing collapse
which were quoted in the report, are as
follows:-

[a the year 1914 there was a crop failure.
Since then there lias been a succession of good
to moderate seasons and prices. The average
wheat yield from 1914-31 has been 10.6 bushels
to the acre and the average price realised was
4.4. 11%d. a bushel.

How with good seasons and good prices such
an accumulation of indebtedness should have
arisen is hard to ay, though apart from the
indebtedness attributed to the price failure in
:30-31 season, it is found there was a large
earr-over of indebtedness from the previous
measons. The following reasons may, however,
be suggested;:-.

(a) The false prosperity created by lavish
and over-easy borrowing.

(b) The unlimited extension of credit.
(c) The over-trading hy merchants in corn-

petition for business, particularly since me-
clidil farming came into existence.

(d) The mounting interest rates.
(o) The effect of steady increase in tariff.
(f) The belief that the strong world prices

for wool and -wheat would continue.
(g) The competition by Associated Banks

for business.
(h) The more than forward policy of the

Agricultural Bank.
(i) The purchase of estates for Soldier Set-

tlvevients at high prices.
(j) The period of high prices for produce-

much, price% were discounted b 'y the diminishlng
purchasing power of the Australia,, EL-gave
farmers a false idea of their prosperity.

Those were given in the 1931 report as the
reasons for causing collapse following the

1914-31 period when the average price was
4s. 11%d. The report continues-

The wvhole industry was pyramided on good
prices and lavish credit, without due inquiry
being made into production costs, world pro-
duction of wheat and the values Of the assets
on which such credit was being extended. TIhe
Government through the Lands Department;
and the Agricultural flank, together with all
classes of the trading community, including
Associated Banks, ore responsible for the ac-
celerated and uneonomical development of the
fa rming industry in Western Australia.

The Agricultural Disabilities Commission of
1931 showed that following these prosperous
years, referred to by the hon. member, there
were extreme debt difficulties in the in-
dustry.

Sitting suspended from 6.15 to 7.30 p.

The MINISTER FOR LANDS: Before
tea I had completed quotations from the re-
port of the Royal Commission of 1931 deal-
ing with the reasons which caused the col-
lapse of the industry prior to that time.
I had instanced that although rural indus-
tries then owed £31,000,000 there had been
a succession of good and moderate seasons
prior to that time. I would now instane
that until this period and this attempt to
do something for the pastoral industry, in
its whole history of 80 years nothing had
been done of the nature of the inquiry sug-
gested and promoted by the Government,
which resulted in the recommendations of
the Royal Commission. It is true that some
substantial things have been done for the
industry such as giving consideration to the
waiving of rentals to those in distress, freight
concessions, concessions in repect to the re-
movals from properties of sheep to agist-
ment and their return to the properties, but
nothing comparable to what had been done
with repeet to the other industry. I think
that all that had been done met with the
ready appreciation of those directly con-
cerned in the industry. A very small per-
centage even of those who were seriously in-
robved would welcome any suggestion ot
compulsion in respect to the writing down
of debts.

Hon. C. G. Latham: That is not compul-
sion. They have to make application them-
selves.

The MINISTER FOR LANDS: This mo-
tion makes for the writing down of secured
debts by legislative methods. A statutory-
right in respect to secured debts is proposed
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in the motion. Pastoralists would prefer
to retain thle goodwill which has meant much
to them in their plight.

'.%r. Ifann: Are not ninny of themn in it
hopeless position?

The MINISTER FOR LANDS: The per
ventage of pastoralists whose position be-
cause of a voluntary debt adjustment ar-
rangement is hopeless would be very small.
They certainly welcome the voluntary ar-
rangement rather than having anything of a
compulsory nature attached to it. I would
instance tile legislation of a beneficial nature
which has been considered and passed in the
interests of the faring. industry. In spite
of what has been said and the criticism
offered I would mention the Agricultural
flank Act of 1934, which was designed to
assist the farming community. It has dont,
. o, in s9pite of critics and criticism on speci-
fied points. It can he claimed and substan-
tiated that the Agricultural Hank Act of
1934 with the special provisions for writing
down clients' indebtedness has been of
material assistance to the rural industry.
Trhe Farmers' Debts Adjustment Act of
1930, the Rural Relief Fund Act, the Indus-
tries Assistance Act which is re-enacted
e'very' year, all such pieces of legislation
were specially designed to afford some assist-
ance in various ways to the farming indus-
try.

Because of the implementing of that legis-
lation and because of its being possible iii
other ways to assist it is very interesting tu
note the amounts which had been written
off the debts of farmers under that legislat-
tion and in a voluntary way by the Govern-
inent. The Agricultural Bank debts written
off between 1930 and 1940 eaonted to
C6,774,970, the writing off of various ac-
counts of other Departments approximate
one and a half million, and the reductions
in rates and charges written off by the
Lands Department and other Departments
lor- time same period amounted to £5,800,000.
Advances under the Industries Assistance
Act to farmers from 1935 to 1941 inclusive
amounted to £574,432 for drought relief and
additional refunds to £151,710. Farmers
wvho have been afforded seasonal relief under
Industries Assistance Act conditions have
front year to year been carried and in eases
where they have experienced three years of
(irought the whole amounts were frozen and
are gradually being written off. That mat-
ter is still proceeding. We have written off

hundreds of thousands of pounds from the
total amount and that is still going on.

Mr. Mann: The stock firms and banks air
nLot doing that, I think.

The MINISTER FOR LANDS: The hon.
membewr will be surprised when I give him a
few practical illustrations. I am not su-
gesting that the writing off of all these!
aniounts has solved the difficulty, but I am
using these figures as an illustration of the
difficulties which have obtained in the farm-
ing industry, and have obtained in both good
and bad times. If we refer to the £31,000,000
commented oil by the 1931 Royal Commis-
sion we find that the amounts written off
the various items are in the following per-
centages-Agricultural flank and Industries
Assistance Board, involving a total of
£14,284,000, 36.7 per cent. has been dealt
with; Associated Banks and financial insti-
tutions, involving a total of £E12,508,000,
46.8 per cent. haes been dealt with; unsecured
debts £3,356,000, 33 per cent., umehinery
firms £1,500,000, 38.8 per cent. There has
been considerable adjustment since that
period.

Although legislative action has been fairly
frequent and has attempted to relieve the
position, to give those concerned some prac-
tical and hopeful outlook for the future, it
has not been completely successful in re-
lieving them of all their difficulties. It does
not matter what attempts have been made
many of those difficulties remain. We have
had many Royal Commissions and inquiries,
which, in connection with the fanning in-
dustry, far outnumber those which have
concentrated upon the activities of any other
section of our community. In ndditiou to
inquiries into the disabilities of farmers we
had one which perhaps I should not men-
tion seeing that the member for Avon (Mr.
Boyle) is not in the Chamber. We had the
stored wheat inquiry. That was suggested
by the hon. member to the Government. He
saidl at the time that if his allegations were
proved to be unfounded he would be the first
to say so from his place in this House. It
was proved that the allegations were un-
founded and that the merchants had not
been exploiting the farmers, but I have not
beard the bell. member say so in the Chamn-
ber, or drawv attention to the matter.

If members will refer to the Stored Wheat
Commission of 1940 they will ascertain that
the statements made by the bell. member in
this Chamber when moving for the appoint-
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ment of that commission were not borne out
by the report. There have also been many
departmental investigations and inquiries
which prompted the Government wholly to
investigate land values extending over thoti-
ends of square miles, of adjusting those
values, not merely writing off past liabilities
but current debts and future liabilities,
writing down values, in short giving an op-
portunity to those in occupation not merely
to remain there but sonmc prospect for the
future.

In marked contrast to all this is the fact
that in 80 years of its history, withi the ex-
ception of the inquiry into aspects of the
cattle industry in the Kimberleys, there has
not been an investigation of that nature.
The member for Katanniug (Mr. Watts) in
his speech dealing with farmners' debts ad-
justment made several references to secured
and unsecured debts, and went on to say
that none of the Commonwealth funds for
debt adjustment had been used to relieve the
position of the secured creditor. We find in
respect to debt adjustment that although in
1937 quite a substantial amount of the debts
had in many instances been p~ractieally
halved, the history of the industry shows that
within 21/2 years many of the accounts were
as bad as before that adjustment was made.

I will give one or two specific iinstanesg of
that. I have here the case of a debt adjust-
meat made in 1937 of a debt for £C2,992. The
amount wats written down to £1,500. On the
30th June, 1940, the debt was again £2,997,
showing a drift in 21/2 years of £1,497. That
was the drift to secured creditors. In most
of the accounts which formerly were had
and for which the unsecured creditor re-
ceived various amounts, the average receipts
were 5s. 1d. in the pound. The unsecured
creditor has been very careful in connection
with doubtful accounts.

Mr. Seward: In what district i% that
property located'

The MINISTER FOR LANDS: I am
prepared to give the information to the
hon. member.

Mr. Seward: I think I know the place.
The MINISTER FOR LANDS: I could

give the lion, member further instances, fot
I have a list of thenm here.

Mr. Seward: You must take the district
and the climatic conditions into considera-
tion.

The MINISTER FOR LANDS: We have
dlone so. In at district such as that in which

the Leader of the Opposition sucees~ftilly
farms we have bad failures.

Mr. Hutghies : T am getting rather suspici-
a)us.

The MINISTER FOR LANDS: I intend
to refer to a like ease later on. To show,
,just wvhat £9 to be the batsis of values I will
instance another case. Here is one where
it debt of £2,858 was written down by £1,343
to £1,525, and in 21.-' years there was a drift
back to £2,456, the leeway being £931. I
hanvei' list of such instances in various dis-
tricts. This shows~ that in spite of the
Partners' Debts Adju.stment Act, waking it
p)ossible to w~rite off unsecured debts, and
fte writing down in many' instances of
.retired debts, in 21' voyars the drift has been
very substantial. It is true that the un-
seculred creditor since the original writing
down has not advanced on very risky lpropo-
sitions, but contrary to the point the luem-
her for Katanning endeavoured to make,
that secured debts were not written down, I
give the following figures :-To the 30th
June last payments totalling £202,459 were,
nlude from the fund to mortgage creditors.

MrIt. Watts: How many were first inort-

The MINISTER FOR LANDS: The
amiount written off totalled £477,768, a
reduction of £680217 of the mortgage
I iabilit 'V. Those were p rivately secured
debt.,, not Agricultural Bank debts. The
reduction approximated 12 per cent, of the

4'curcd dlebt and 16 per cent, of the total
debts of all kind., written down under debt
,ITdjiist me nt.

Mr. Watts: How ninny were first mort-
gages ?

The MI1NISTER FOR LANDS: I cannot
answer that question but I should say a large
proportion were first mortgages. If the hon.
gentleman would like the information I will
obtain it. The unsecured creditors who have
been paid over half a million from the fund
have received payments of 5s. l0d. in the
pound. But for the debt adjustment, I
wvould ask the member for Kittanniug, how

wvould the unsecured creditor have received
,anything! Had bankruptcy been the alter-
native, and had the Agricultural Bank not
got out of the way as it did in hundreds ot
cases, the unsecured creditor would have
received nothing. We must be fair.

I could compile a list of a thousand eases
in which the unsecured creditors would have
got little had not the Agricultural Bank got
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out of thle way entirely and( subsequently
written down the secured debt substantially.
This motion, I submit, would eliminate
entirely the unsecured cr-editor. If wt.
statutorily wrote down the secured debt, as
the motion suggests, without arranging for
or pi-oviAing finance, how could we work out
any rate in the pound for the debt of the
unsteu-ed creditor? The unsecured creditor
must first be brushed aside. If the first
mortgage was written down, what Would
happen, to thle extraneous debt--thie debt of!
thle unsecuredl creditor and of the second
mortgagee?

I submit thant the debtor has hiad some
protection. The Mortgagees' flights Restric-
tion Act provides against foreclosure and
sale in the great majority' of eases. That
"Lct, [as its inamc imiplies, was designed to
proteet the rights of the mortgagor and to
restrict fte rights of the mortgagee. That
i, lis it has been interpreted. The iort-
gagee knows thant unless his ease is water-
tiglht. unless lie ]ias an undobtedU ease, lie
cannot chanice going to Ole court. In addi-
lion, tie secure(] creditor has hild something
written off, mucwh more than was suggested
bty the remiarks% of thle hall. member. There
is another point. It is well ti) remember
flint before 192!) the value of' the unearned
increment, wich had accruied to the owneis
of agricultural land in this State in the 20
years or so previously, amounted to aouot
9S,000,0O0. Those who lent the money hadl
no value in that increment; thte' receivedI
thle mon0,ey they' lent and the interest rate.
Many properties changed hands during that
period anid the farmer, in many' instances,
had the benefit of the increment due to thle
increase of land values.

I point out that if legislantion such us is
visualised iii the motion were to become law
it could be introduced to adjust secured
debts, but it would be necessafry for the
farmers as individuals to apply for the ad-
Justment of debts. We cannot by legislation
compel the farmer to apply' to have his debts
adjusted. And what is to be the attitude
of the farmer! We know that in Victoria
under somewhat similar legislation thousands
of farmers applied to contract out of the
Act. We know, too, that although we can
provide by legislation to have the assets of
the secured creditor wvritten dowvn we cannot
by legislation compel the secured creditor
to make further advances, either to the per-
son who hAS no0 equity after the writing

down or to the p)eVson who is to remain int
occup~ation.

Let me refer again to the report
of the Royal Commission of 19:11
and particularly to the remarks regarding
contractual obligations. In Part 11. will be
found the plan submitted to liquidate farm-
ct-s' debts. Many plans were submitted but
the White plan involved a scheme over 15
years. Very favourable comments on the
plan are made in this report. These are
the comments regarding the writing down
of secured debts-

It is generally conceded that it would be a
bad principle and precedent for the State to
find funds to pay past debts, as it must be
renmembecred, creditors practically- joined with
the farners in their expectancy of payable
pries for their products, and it cannot be as-
serted that the State should be involved in pri-
vate obligations. Further, by focussing on
the needs of assistance to farmers for future
production, correlaites the best chance of en-
abling creditors to recover or partly recover
time post debts.

The practicability of any plan and the finl-
ances needed to carry the samte into effect had
to be carefully considered; also the effect of
any plan on the investing public and the mer-
cantile community had also to be taken into
account.

It has been suggested that the conditions of
Western Australia at the present time call for
interference with contractual obligations. Your
Commissioners cannot agree with this prin-
ciple. Finance at the present time is suffi-
ciently difficult without being accentuated,

It is the considered opinion of your Comn-
nissioners that any such interference at thle
present time would be in the worst interests
of the fau-mers.

Those are the comments on the wr-iting down
of seeu-ed debts by the Royal Commission
appointed by the Leader of the Opposition
when he was Deputy Premier. It is per-
tinent to observe that the Leader of the
Opposition, when a member of the Govern-
ment, had the opportunity either of acting
on that report or of doing something. While
I appreciate and would not minimise the
difficulties that confronted the Government
of the day, I do say that nothing was done.

Mr. Doney: Do you think that anything
really could possibly have been done then?

The MINISTER FOR LANDS: I say
that those were very difficult times, but
can the member for Williamsn-Narrogin (Mr.
Doney) suggest that the Government of the
day attempted to do anything either on the
basis of that report or on any other basis?

Mr. Doney: But what when times im-
provedt
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The MI1NISTER FOR LANDS: I do not
wish to weary the House on the point of
cojntractual obligations, but some further
Jpertinent remarks appear in the report of
the Royal Commission on the Agricultural
Bank of 1933. 1 refer members to pages
69 and 71 and to the findings on pages 78
and 79. 1 would like members to realise
the enormity of the problem. The corn-
nients. are those of the Royal Commissioners
who inquired into farmers' debts at that
time. If members read the passages I have
indicated they ivill find some illuminating
reading. But if we are to go against those
recommendations, if we are to ignore the
reviews not of persons but of authoritative
Commissions, we must surely seek some al-
ternative.

In seeking an alternative, I think many
difficulties will be encountered. If the scur-
ed creditor has his equity interfered with to
the extent visualised by some members of
this House we will find that we cannot
force him to re-advance on the same pro-Jposition. There would be no provision for
the person remaining in occupation, and
what provision or safeguard could there be
that the money would not shrink in value?
All those things must be taken into coin-
sideration. If the recovery of further ad-
vances is to be doubtful there must be some
safeguard and some provision to obviate
that debt and the prospective loss. It would
not merely affect those in extreme difficul-
ties today. Such a proposal, I point out to
the hon. member, would affect very seriously
the farmer who has struggled to make ends
meet, the man who by his own effort has
been able to get round while his neighbour
has got into extreme difficulties. Surely it
is the good niame of the person concerned
that has made it possible for farming to he
carried on from year to year. if we de-
preciate the equity of a rural property as
a basis of lending and borrowing, we arc
going to affect the man in good circum-
stances as well as the man in bad circum-
stances.

It is quite idle to say that a tremendous
charge would not be imposed upon the Gov-
ernment. We would be expected to carry
on and back ul, people in the agricultural
industry, an industry which means so much
to the economic life of the State. The Gov-
ernment would have great difficulty even
where the past history of a property, if not
of the man, showed there were some pros-

pects, and yet the man would be denied tho
right to carry on by those wvhose credits had]
been interfered with. I ask, what percentage
of farners would be prepared to risk the
stoppage of their credit in this way? Would
any farmer be prepared to risk his seasonal
advance to carry on in order to obtain au
adjustment of his debts? Members opposite
know full well many farmers would not do
that. I think a conservative estimate of the
needs of those who, because of extreme cir-
enmatances and the effects and diailte
of recent years would have to be assisted
would be £600,000 to £1,000,000 a year for
seasonal carry-on. I repeat, if we assume
that the first mortgage debt is to be written
down in this way, we must not overlook this
very important point, that the unsecured
debt must be brushed aside.

Mr. Hughes: Why could not it be ap-
portioned?

The MINISTER FOR LANDS: The
motion deals with the writing-down of the
secured debt of those engaged in the two
major industries. As to other industries, I
shall ,uabc a passing reference later. The
State has done much; it has written off
about 61/2 million pounds since 1935 and is
continuing to write down. But one of the
greatest problems is to endeavour to
find some value for the security to-
day. The first main point in the motion
is that it is necessary, iii the best interests
of the State, to make solvent those two par-
ticular industries; the secound is that thle
Government should so legislate that the
debts of secured creditors should be written
down. I submit that the first objective i'q a
valid and good one for any industry v. It
is essential to the State's wvelfare that indus-
try should be in a solvent condition, so that
that point does not refer mierely to these two
industries but Ito all industries.

But if in the ease of the agricultinrAl in-
dustry ne could fonnulate or devise a plan
to make it solvent one important fact must
be considered, and] that is how to kep it
in a solvent position. That is the task. Do
not let us mislead ourselves, do not let us
hoodwink others by' thinking that a motion
of this kind, however honourable the desire,
is the solution. There is much more in the
matter than that. In the great majority of
cases land is held in large areas and iii
circumstances that show a surplus over work-
ing costs at the end of the year. With
average seasons and ordinary costs of pro-
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tiictioii there is something left which would
be the basis of eapitalising just what that
property could pay.

Mr. Hughes: The New Order!
The MINISTER FOR LANDS: I ant,

not prepared to disvuss ainy new order. My
imagination is not great enough to discuss it
and at the same time debate this motion.
lit arriving at a basis upon which to capit-
alise that surplus each year there will be
many differing opinions as to the method of
arriving at a valuation. The problem is ex-
ceed~ingly difficult.

I would ask one or two pertinent questions
on that point. If the debt exceeds the value
of the property how is it to he written
down? Is the excess debt over the present
earning capacity to be written off, or is the
excess debt over some prospective future
value and earning capacity to be written
OVf Is the excess of today to be suspendedl

Air. Doney: You could not do that, be-
eause you cannot assess the future earning
capacity of the property.

'[he MINISTER P OR LANDS: We can.
People today are making fortunes by anti-
cipating future markets. -Many people in

hle electorate of the lion, member are today
inhanging over their production because they
are4 anticipating a rise in value.

Air. Seward: When supporting the motion
lost year we asked you to do that.

The MINISTER FOR LANDS: I repeat
what I said then, that on the point submitted
at that time we had the information-we
still have it-upon which to assess the value.
Do not let the hon. member think I an) side-
triacking the issue or the responsibility, . Not-
withstanding that we have that information
we find as the years go by that there is still
the drift, there is stiff apparently the un-
attainable. We cannot find ain eqjuilibriumn
ii' the farming industry that ean be applied
lit all sections and all persons engaged 'in it.
'Tle hon. member will have to admit, if he
makes inquiry, that bunks and financiatl in-
stitutions have also written dlowvn debts ye!-
antarily. Some debts so written off amount
to hundreds of thousands of Jpounds.

lion. W. D. Johnson: By the banks?

The MINISTER FOR LANDS: Yes, and
by fina ncing institutions.

lion. W. D. .[ohnson: I did not think
the banks would do that.

The MINISTER FOR LANDS: It is
not usual for i to talk without my book.
One particular institution in this city has,

during the past eight weeks, written off
£107,000 of farmers' debts.

Mr. Hughes: Have they ever written off
a shilling if it was not recovered?

Mr. Watts: That is the point[I

Mr. SPEAKER: Order!
The MINISTER FOR LANDS: I am

saying that these institutions have written
down something.

Hon. W. D. Johnson: Did they only
start doing so eight weeks ago?

The MINISTER FOR LANDS: No. I
said that during the past eight weeks
£107,000 had been written off.

lHon. W. D. Johnson: It is news to me.
The MINISTER FOR LANDS: I assume

that the institutions which today have ample
funds find it is in the best interests of themt-
selves, the industry and the State, to
make further writings-down. I make that

point because it is an important one. Even
if such institutions are prepared to write off
what is admitted to be uncollectable it is a
ne'w order, or part of a new order. It is
something new, at all events. It is a develop.
int that may have been occasioned by the

times: it may not have beeni wholly prompt-
ed by the need. The fact that one institu-
tion has started to write down debits might
have a snowball effect, particularly if we are
prepared to tackle this matter by negotia-
lion or by conference, in an endeavour to
promulgate the spirit which should exist
everywhere today. By this means we may
go a long way.

Air. Doney: You are two or three years
late, but still it is a move in the right direc-
tion.

The MINISTER FOR LANDS: The an.
swer of the member for Katanning (Mr.
Watts) will be-he is not present at the
moment-

The Premier: Tell the member for Pin-
gelly.

The MINISTER FOR LANDS: I will.
The reason for the writing down is this mo-
tio n.

Opposition members: Oh!
The MINISTER FOR LANDS: Because

the financial institutions fear that legislative
action might be taken.

Mr. Seward: I do not attribute it to that
reason, nor does the member for itatanning,
either.

Mr. Doncy: Nor does the Minister!
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The MINISTER FOR LANDS: Let us
give these institutions credit for making a
"love.

Mr. Boney: We do.
Mr. Msann: My God! They have had their

pound of flesh for a long time!
Mr. Marshall: Do not reflect on people

like that.
Mr. SPEAKER: Order!
The MINISTER FOR LANDS: There-

fore it is possible that the changing times
nic having- their effect in many ways. As I
said, do not let us hoodwvink ourselves into
thinking that this motion wvill solve the diffl-
"-ulty. We must attack it in the proper
spirit, without any threat to the balance of
our industry or to the credit of this and
every other industry. I think we wvill do
much better by trying to open that door
than by taking the steps which have been
suggested in this and another place. I sub-
mit, too, that if legislation of this character
is introduced in this State it will have a
prejudicial effect, say what one wvill.

S everal members interjected.
Mr. SPEARER: Order!
The MINTSTFER FOR LANDS: If tlw

principle is applied to this industry why not
apply it to every industry in serious difficul-
ties?

Mi-. Doney' : We do not object to that.
The MIXN[STER FOR LANDS: Why not

apply the principle to every enterprise and
every industry, even those wvithin the city
proper?

Mr. Doney: That is what we say.
The MINISTER FOR LANDS: T think

t hen we wvould find there would be a dis-
tinct cleavage, if we analysed subjects like
this. I imagine that some persons would be
distinctly opposed to any interference with
contractual obligations.

'.%r. SPEAKER: There is nothing in thc
motion about contractual obligations.

The MINISTER FOR LANDS: Since
that is so I shall pass fronm that topic. In
the 25th Annual Report of the Commissioner
of Taxation it will be seen that from about
1921 the unimproved values as assessed for
taxation purposes in 64 country road board
(listriets, excluding town lands, rose from
£11I,769,084 to £20,023,394 in 1929, and fell
to £13,961,247 in 1932. So that in broad
terms it can be said that the value of rural
securities in this State has fallen by
£C6,000,000 in three years. Some idea of the
valuation difficulties that would be en-

.countered in the application of any compul-
sory debt adjustment scheme will be appre-
ciated if some thought is given to the varia-
tions possible in district by district and
farm by farm. The Leader of the Opposi-
tion said last year that he supported the
freezing of debts, and not the eompulsor7
writing d~vn of them. He said that when
dealing with a motion moved by Mr. Thom-
son in the Legislative Council. I respect-
fully submit to the Leader of the Opposition
that lie wras on sound ground when he made
ihat suggestion. But I would remind him
that no matter what legislation is brought
forward in this respect, if it were brought
forward by the present Government it
would meet the utmost criticism and opposi-
tion by members of his party. That is their
prerogative, their right. The Government
is attacked if' it introduces ; it is attacked if
it administers. From 1930 to 1933 members
on the Opposition benches had the oppor-
tunity to do something, but they did not
avail themselves of it. I again admit that
their difficulties wvere serious, even more seri-
eus than are the difficulties today.

Mr. Watts: And everybody expected
things to take a turn for the better-very
quickly, too.

The 'MINISTER FOR LANDS: Yes.
Even if we could usher in the millennium
there would still be coniplaints that nothing
had been done.

Mr. Seward: You have thwarted our ef-
forts% in the past.

The MINISTER FOR LANDS: It has
remained for this Government to endeavour
to right matters, and it has received the ut-
most criticism. Did not the member for
Avon (Mr. Boyl ve) before he was a member
Of this HTouse, r'uhlesly criticise the Leader
of the Opposition ? Of course he did! Did
lie not ruthlesslyv attack the Leader of the
Opposition because of his failure to intro-
dluce legislation to relieve the farmers in
their di Iliculties?

Mr. Doneyv: Was not criticism desirable
('11 those occasions?

The MINISTER FOR LANDS: I ama
saying the member for Avon in 1932 rulth-
lessly criticised his present Leader.

M r. floacy: Yes.
The MINISTER FOR LANDS: At the

time this Government introduced the Agri-
cultural Bank Act lie applauded that
legislation. Since lie has been a member he
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neither applauds that legislation nor the
adininistration of it.

Mr. Seward: Hie has become wiser.
The MINISTER FOR LANDS: I am

endeavouring in a friendly way to force
home the extreme diffiulties involved in this
subject.

Mr. Wt: There is nothing like edurat-
f ion.

The M1INISTER FOR LANDS: Nothing,
I admit. We have had the experience of
the Agrricultural Bank Act since 1934.

Mr, Watts: A great education to those
who are subject to it.

The MINISTER FOR LANDS: It has
d]one a wonderful job, No one has a mono-
poly' of the appreciation of the difficulties
of farmers. Members on the opposite side
have not a monopoly of the ideas, or the
need for the most earnest consideration of
the farmers' difficulties.

Mr. Doney: We do not claimn to have.

The MINISTER FORl LANDS: If they
adniit that Much more can be done, do
not let us ig-nore the benefits and possibili-
ties of a voluntary arrangement. I wish to
ask the hon. member a few pertinent ques-
lions on this %uhieet-questions which
require answering before the stage is
reached for legislative action: Does he con-
s-ider that the Farmers' Debts Adjustment
Act has failed in spite of the many millions
spent? Does he consider that the unsecured
creditor, who has averaged s. 10d. in the
pounid for the debts he has written off, illus-
trates that the Act has failed?

M11r. Doney: You mean the Rural Relief
Fund?9

The MINISTER FOR LANDS: I ask
him whether he thinks this will be the alter-
native, the pushing aside of the unsecured
creditor and dealing only with the secured
creditor? IHas the Mortgagpes' flights
Restriction Act failed?' Is the voluntary
arrangement for the debt adjustment of
farmers not feasible?

Mr. Watts: Supported by legislation,
yes; not supported by legislation, no.

The MINISTER FOR LANTDS- If it is
supported by legislation it is not voluntary.
No one would consider that any coercive
action would leave the way open to handle
matters in a voluntary way. If compulsion
is to be exerted by legislation, what is to be
the formula for valuation, and anticipated
,earnings? Let us take the history of adjoin-
ing farms, and the position of a district such

its Cunderdin or Narembeen, where there are
most successful fanners who had properties
wvorth £C4 ain acre when values were at their
peak, which properties arc today worth
almost that amount, but where properties,
the other side of the fence-similar land in
its undeveloped state-arc worth very little.
Suich a successful mian in his farming aetivi-
tics as the Leader of the Opposition has.
around him many men who could in no way
vie with him in the conduct of farming
operations.

Mr. Hughes: Frst-elass people do not
want these methods.

The MINISTER FOR LANDS: No.
Mr. Doney: The method has to be based

on the ordinary man.
The -MINISTER FOR LANDS:. If the

hon. mnember will follow the trend of
thioughit I have endeavou red to express
tonight, ho will see that there are a thousand
difficulties-

Mr Doney: There are!
The MINISTER FOR LANDS -in try-

ing to formulate a basis for a plan equitable
to all.

Mr. fancy: You are quite right.
The Premier: Will you -withdraw the

motion ?
The MINISTER FOR LANDS: While I

admiit we must have primary regard to the
earning capacity it is very dimficult to inter-
pret just what these words mean. One very
important point is. What arrangements are
to he made for the finance necessary to carry
on seasonally? Is the Govern ment to ho
expected to supply it? If it is to be
expected to dIO it, can it do it? These are
very imrportant points. I want to know, too,
how it is to begin to force off the underserv.
iug. I was interested in the remarks of the
mnember for Ixatanniig (M1r. Watts) on that
point. He apparently holds no brief for
the undeser-ving because he said so. Even if
we approve by legislation of ways and
mecans to force off the undeserving
how are we to have that accepted by
orgamnsat ions which might object to any
farmer, undeserving or not, being ejected?

Mr. fancy: Do you not think the unde-
serving have already fallen by the wayside?
If they have gone through the stress of the
last dozen years they cannot be undeserving.

31r. SPEAKER: Order!
The MINISTER FOR LANDS: From the

remarks of the member who moved this
motion there are still some undeserving.
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Mr. Doney: Mighty fewI

The MINISTER FOR LANDS: Even if
there are mighty few, how are we to ar-
range for their elimination in a way to be
approved by those who have some senti-
mient in respect of persons, but not in re-
spect of their performances. That is a very
difficult matter. .1 do not think the member
for Katanning would like to nominate me,
or someone else, or three members, to select
the undeserving. I do not think he would
voluntarily be one of a committee of that
sort. A multitude of difficulties exist, and
in addition, if it is not to be the accepted
idea for this principle to extend to all othcn
industries, what is to be the safeguard to
prevent it? I have endeavoured to point
out some of the very real difficulties, as I
see them, in an attempt to implement the
ideas which lie behind this motion.

The hon. member who introduced it is
a solicitor of standing in a large country
town. In this Chamber there are six legal
men, all of them, I would assume, having
the responsibility of investing trust moneys.
I remind them that tinder the Trustees Act
real estate is an approved trust security.
The endeavour lying behind this motion is
to interfere, not merely with the contractual
applications of rural loans as at present, but
it would, I submit, by that very action re-
move from the approved security invest-
ments any real estate. In a bald motion,
submitted as an ex-parte case for the one
side, there is no opportunity of solution
released from the multitude of difficulties
confronting us, if we attempt to do it by
those means.

I dto not like the motion as it is; it savours
of party politics. This. subject should be
entirely divorced from polities of a party
nature. If we are not prepared to concede
that much has been done by Governments
to alleviate this position we are very un-
generous. If wve can only criticise the legis-
lation which has been passed in an attempt
to alleviate the position, and can see no
good in it, but only pick out the weaknesses,'
which must obtain in any legislation, we aro
not rendering a very valuable contribution
towards a solution. To one's opponents when
something is done it is always too little, too
late or too something: it is never too favour-
able. Very much could be done by an en-
deavour to co-operate with those with whom
we are seeking to interfere in this way. Let
us see if they can stand that test. I know

from experience in handling difficult things,
in an endeavour to arrive at an agreement
when the odds were about six to one against
me, what the power of negotiation is; and
of co-operation and mutual trust in an en-
deavour to overcome problems such as this.
I believe there are no poles so wide apart
that it is impossible to make a link between
them.

In conclusion, I would say, in an en-
deavour to sum tip the position fairly and
frankly, and without being hostile and
nasty in connection with this matter, let us
face these facts and let us realise that the
other fellow has an appreciation of the diffi-
culties of the position and endeavours to
surmount them. We miust all realise the im-
portant place in our economic structure that
the farmer occupies.

MR. HUGHES (East Perth) [8.25]: 1
wish to move all amendment but it will not
be for the purpose of throwing a spanner
into the pact.

Mr. Marshall: But something more like
a crowbar.

Mr. HUlGIIES: My amendment would be
as follows:-

Thait ii' line 2 a fter the word ''pastoral-
ists' 1hle words 'and other persons engaged
iii naninecturing, coinmercial and industrial
enterprises'' lbe inserted.

The Minister for Works: That will bring
all in).

Mr-. HUGHES: If it were not for Lear
of giving offence I would be inclined to
include members of Parliament.

The Minister for Mfines: But that would
probably be over the fence!

Mlr. TIPTIES: The problem of the
farmers anud their debts is not new. If I
remember atight there is a passagee in
Caesar's "Commentaries" in which he states
that when the Romans first entered Gaul they'
found the farmers in one district were so
overburdened with debt that they thought
they would never be free from the burden.

Mr. J1. flegney: Are they yet?
Mr-. HUGHES: One would be fairly safe

in prophesying that when the present war
is over there will he much adjustment in
respect of debts. That was so after the
1914-18 war.

Mr. Marshall: And you suggest that the
adjustment, if not done before the war ends,
will not be done at all?9
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Mr. 1HU'01ES: For the second time this
evening I repeat that creditors get too

tutu h svntpathv, iiot oniy in Australia but
throughiout the world. We must remem-
ber that owing to competition traders have
been only too ready to give credit. To me
it is extraordinary how mutch credit one can
obtain in Perth. Ani unknown lro)I can
come along, go round the commercial houses
and secure credit far beyond his capacity
to pay. That happens time and again. I
think the reason is to be found in the urge
to do business. But surely some obligation
mnust rest upon the creditor, before he rants
extended credit, to make some inquiries as
to the debtor's capacity to pay. The high
p~ressure salesmanship we have ex4perienced
for years, past, plus the basis for hire jplW-
chiase agreement sales, has created condi-
tions under which one can buy almost any-
thing by signing on thle dotted line--and
deferring the dlate of payment. T do not
know whether the H.P.A. system is good
orl had. On thie one hand the claim is ad-
vainced that it has developed industry and
has enabled people to enjoy a higher stan-
dard of living than would have been possible
for~ them if they had had to save money
until they conil] puIrchase their requirements
for rash. Onl the other hand it has been
stated, with a good dent of foundation for
the assertion, that the system has furnished
a strong incentive to people to buy beyond
their capacity to pay.

Mr. Marshall: And to involve themselves
in debt for all time.

Mr. ]It'(iqHES: Ves. Under this system of
deferred payntnt, mnany who could not pos-
A'bly purchiase the goods if they were re-
iuir-ed to pay cash, have been able to pro-
cure articles they did not absolutely need.

Mfr. Rapluael: Now it is the cash order
System.

Mr. HUGHES: Yes, something worse has
grown up. The cash order system is an
extraordinary extension of the other. TUnder
this more recent development people, not
only here but throughout the world and par-
ticularly in the United States of America,
mire piling up debts far beyond their capacity
to pay. When something happens such as
a crisis in industry those people find them-
selves in the unenviable position of not be-
ing able to meet their liabilities. That, I
think, is one of the most serious defects
or the. hire purchase system~. If one pur-
chases a chattel on that basis and has paid

a certain number of instalment;, one muist
continue to meet the commitments, other-
wise not only the chattel but all the instal-
ments that have been paid will be lost. Thus
ain individual in that position will pay the
instalments under the hire purebase agree-
ment and allow the unsecured creditors to
go by default. I sometimes wonder if it
would not be a good thing if we were to
pass legislation to eliminate, for the space
of a decade, the right to recover debts for
goods other than necessities. That would
meain that if an individual allowed another
person to drift into debt on account of other
than necessities the former would not be
allowed to recover the indebtedness.

Mr. Seward: What is a "necessity"?
'Mr. HUGHES; Food and clothing, ac-

cording to one's station in life?
Mr. Seward; What about machinery onl a

farm?7
Mr. HUGHES; No.
Mr. McDonald; Not even drink.
Mir. HUGHES: No. This concerns one

ternm in law that is, defined with reasonable
clearness. There was mueh truth in an in-
terjection by the member for Guildford-
Mlidland (Hon. WV. D. Johnson), who said
thant a lot of the trouble in the agricultural
industry was occasioned hy the case with
which goods had been purchased and pay-
ment deferred.

lion. WV. 1). Johnson; Farmers were en-
enrageri to scrap quite good machines in
order to buy others that were more modern.

Mr. HUGHES: Yes, plant that they could
lnt afford to buy.

H-on. 'N. Keenan:- They were thrown in
the ditch.

lon. WV. D. JIohnson: Yes, they were en-
couraged just to throw them aside.

M1r. HUGHES: There is a basis onl which
the relations of debtor and creditor, secured
and unsecured, could lie attacked. There is
the fundamental, unwritten basis to all debt
contraction that when a creditor extends
credit to a debtor, always the implied con-
dition is that the debtor is able to pay. If,
from circumstances over which the debtor
has no control, he is subsequently not able
to pay, then the creditor should as part of
his unwritten contract abate the debt accord-
ingly. I had a very interesting book on the
subject, hut I lent it to someone. I should
have liked to quote a passage from it to
afford members anl indication of what is the
basis of such a contract. When wheat was
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worth £1 a bag, traders travelled through
the rural areas and sold their goods to far-
mers on the deferred payment system with
the implication that the farmer could pay
on the basis that he would receive £1 a bag
for his wheat. That could be the only basis
on which traders could grant that extended
credit. When the price of wheat dropped to
6s. a bag that fundamental part of the con-
tract went by the board. The whole basis
upon which the contract was entered into
failed in consequence. Because some people
were able to get a first mortgage on pro-
perty and place themselves in a secured
position, their debt was paid in full while
other people who had given credit to carry
on the farmers had to rebate as muc(h as 15s.
in the pound.

There were three interests in the farms.
Firstly there was the first mortgagee, gener-
ally a bank or a financial institution; see-
ondly there were the storekeeper and the
wages men, and thirdly there was the farmer.
Each one of those people had an interest in
maintaining the farmer on his holding. The
mortgagee had the first interest to keep his
security intact. Naturally he did not want
his security depreciated. When we started
to write do-u debts, we did not go to the
three interests and say, "You all contracted
on the basis that wheat would be £C1 per bag
and, through nobody's fault, it is only Os.
a bag, and you have each to rebate accord-
ing to your interest in the property aind

share the loss that has arisen through econo-
mic, conditions." The working man who had
toiled on the farm for two years and was
owed as much as £156 for wages was brought
before the Rural Relief Fund Board, which
made him take 2s. 6d- in the pound. Long0
hefore the dlays of the Labour Party, in the
time when Parliament consisted solely of
crusted Conservatives, the wages of the
working man always received a preference,
hut when we came to farmers' debts adjust-
menit, the working man, because he was not
secured, had in some cases to accept 2s. 6d.
in the pound. The average was 59g. 10d. tn
many instances it was his labour during the
years of depression that kept the property
intact and maintained the security of the
first mortgagee.

The second one vitally interested in the
farms wvas the country storekeeper. He had
continued to give credit to carry the farmer
over the difficult time;, and he too helped
to keep the security intact for the first mort-

gagee, but the country storekeeper received
anl average of 5is. 10d. in the pound.
During the years 1931 to 1933, when
the farm-hand had to work without
wages and the country storekeeper had
to accept one-eigh-lt of his debt, the
security of the banks and financial
institutions was not reduced] one scrap. I
remember handling one adjustment case in
which a machinery firm had charged 10 per
cent. itercst on arrears of instalments
duiring the depression. After a lot of hag-
gling I gYot tile firm to write down the 10
pecr cent. to .51 , per cent. on the basis that
it ha.1 had a bank overdraft on whichl 5'!'-
per cent. interest was paid. I represented
to the firm that it should ait least forego
making a profit of 41/ Per cent. on the i n-
stalments that the farmer could not meet on
time. The firm got the full amount of money
right throu~gh the depression, plus. 51/ Pei
cent. on the unpaid instalments.

Mr. M Narshall:- Do you say that the financial
institutions hare received .100 per cent, of
their interest right through 9

M1r. HUGHES: No, they are hound to
hare lost some, but through all the years of
the depression handreds of working men on
farms had to accept one-eighth of their
wages-and their wvages were only 30s. a
week and keep. The country storekeeper, a
man of substance before the depression, was
ruined because his debts were written off.
Through all that the financial institutions
maintained their position, collected their in-
terest and kept their security intact. There
was every reason why the financial institu-
tions should have written down their debts
long ago. If members examine the position
of the banks they will find that most of them
in Australia have in reserve an amount
equal to their capital. Those reserves were
accumulated in good times out of interest
paid by farmers and others and were to be
used in time of emergency. Throughout the
depression they did not apply any of those
reserves to the writing down of debts. They
always said, "It has to be done some day,
but the time is not yet ripe." Ten years have
now elapsed since the depression started,
and I venture to say those reserves have
been considerably increased. How long are
we going to wait for those resenves, accumu-
lated in good times, to be applied to debt
adjustmentl

Mr. Berry: When the former is so broke
that it will be useless
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Mr. HUGHES: What the farmer should
have dlone when the depression came was to
allow the commercial system to take its
logical course. We should not have had a

Motaees' Bights Restriction Act or a
Farners' Debts Adjustment Act, or any
writing dIown at all. The farmers in a body
should have said to the first rnortgngees,
"We have worked for years onl our farms
and we now find that, owing to circumastanices
over which we have no control, our- equity'
has entirely gone. Therefore, you take thle
whole of thle 10,000 farms and we will start
again off scratch." I venture to say there
would have been anl enormous writing off of
debts tenl years ago-more than there hats
been or will be in future. The first moirtgagee
would have had the farm onl his hands and
would have had] to consider what lie wats
going to doa with it. Instead of farm-hands
working for 3s. 6d. a week, the mortgagee,
would] have had( to pay them the proper
wvages in order to keep the security intact.

'Mr. Liodoreda: How could you have
brought that about?

Mr. HUGHES: If all the farmers whose
holdings wvere down to the first mortgage
value. had handed over their properties to
the first miortgagees-

Mr. Rodoreda: Yes, bitt how would] you
organise it? I have no doubt as to the effect.

M1r. HUGHES: I have heard of certain
men being excellent organisers, lint the best
organiser I know is the gentlenian called
"Necessity."

Mr. Rodoreda: It has not proved] highly
effective in this instance.

Mr. HU'GHES: No, because instead of
letting the system take its logical course we
started interfering and tinkering with it by
legislation. We said to the farm labourer,
"We will take seven-eighths of the money
owing to you as wages," and] to the country
storekeeper, "We will take from you seven-
eighths of the money due to you for your
goods." In each instance the object wvas to
leave the first mortgage intact. Here was the
cruellest part of the system: If a country
storekeeper was indebted to merchants and
had seveni-eighths of the debts due to him
written off, lie could not get any rebate from
his merchiant-creditors. Whilst his source for
obtaining payment of his debts was cut off,
lie was obliged to pay in full. On the one
hand he was by law forced to release his deb-
tors from their obligations, but himself was
compelled to meet his obligations in full.

[27]1

Thus men who had worked for a lifetime to
build up a competence found themselves
ruined overnight. Therefore, if we are to have
any debt adjustment we should go to the
length of saying that any person precluded
by law from recovering from a debtor should
in turn be allowed to write off that debt
against his own creditors. Let the whole ceo-
nomic cycle complete the circle, and let us
see where it finishes. I believe the Minister
for Justice can confirm a great deal of what
I have said about country storekeepers. The
honl. gentleman, himself, when compelled by
law to write off debts owing to hime, got no
corresponding absolution from the mer-
chants. That is one of the serious aspects
about the writing-down of debts.

There is another section of the community
now suffering severely because of irrecover-
able debts-the unfortunate garage pro-
prietors and menl engaged in the motor trade.
Trading in the normal course of business
they incurred liabilities. The war broke out,
and for national purposes it was necessary
that petrol should be rationed-] should
like to say that I assume it was necessary.
Thos4e unfortunate traders, through no fault
of their own, found their businesses prac-
tically ruined. But they got no relief from
their debts.

Mr. McDonald: They can get it. It baa
just started.

Mr. HUGHES: What about the man who
has given credit to the garage proprietor
in the course of trade?

Mr. McDonald: He comes in too.

Mir. HUGHES: Does the system go to
the extreme limit?

Mr. Mc.Donald: Yes; it includes every-
body.

Mr. HUGHES: That is the kind of writ-
Thg-down of debts we ought to have, so
that when a person is compelled to write
off a debt he cannot be squeezed by the
other man. Another section of the com-.
munity that I believe to have been very
badly hit by the war is the people engaged
in selling on time payment radios, motor-
cars, and so forth. Frequently they have
sold an instrument or a car to some person
on terms, and in order to carry on they
have discounted his paper with a discount
company. The purchaser or hirer enlisted.
and they were precluded from obtaining
their instalments. But, on the other hand,
they were not released from their obligations.
They find themselves precluded from getting

L.
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their money from their. debtors, but are
forced to pay their creditors. Thus in all
these arrangements there is an unfortunate
section that is squeezed in between. I have
not seen the new regulation referred to, but
I hope it includes those people as well. I
hop~e that every person precluded by law
from recovering against his debtors can get
similar relief from his creditors.

MsCrdl-Oliver: How far back would

you goI
Mr. HUGHEN: T do not think we need

worry about anything external to Australia.
I have always had a foolish notion, one in
which I am obstinate enough to persist, that
one only pays for goods imported by goods
exported.

lHon. W. D3. Johnson: Practically that is
trite.

Mr. HUGHES: Exporters in New York
ean look after themselves. If there is any
difliculty I understand the Americans have
W00 million pounds' worth of gold that was
dug out of the ground in Kalgoorlie, taken
to New York, and guarded by the banks
there. In the event of any difficulty they
should establish a fresh New Deal in Newv
York, and distribute some portion of that
900 million pounds' wvorth of gold. I believe,
howvever, that the external position wvill right
itself, because unless we can establish credits
by goods the flow of imports will soon fall
off. If we arc in the unfortunate position
that our products are not required oversea
we shall not have the means to buy imports.
And was not that our trouble? When people
oversea wanted our wool and our wheat, the
wheat brought £1 per bag and the wool 44d.
per pound. Then we had plenty of credits
with which to buy goods in foreign coun-
tries. But when wheat fell to 6s. per bag
and wool to 8d. per pound, we had no credits.
Thereupon, instead of letting the system ad-
just itself, we did not have the foresight to
sit down and say, "Let the system take its
course and let us not interfere with it in any
way. Let there be hundreds of thousands
of bankruptcies." That expedient would
have adjusted the trouble much more quickly
than tinkering with it by legislation.

The fanner ia not the only man who has
suffered by incurring debts he finds himself
unable to meet. The working-man in the
metropolitan area has been a heavy sufferer
from the same cause. Under our system of
supplying workers with houses on deferred
payment, this is the principle: If the work.

ing-man has £100 or a block of land worth
that amount, a builder will build him at
house valued at, say, £:900, making a total
house-and-land value of £1000. The builder
raises a first mortgage of £000, and carries
the remaining £300, or sells the equity for
£200. At the beginning of the depression
there were hundreds of cases where the
working-man had paid a certain amount oi.
a house, and there were three people who
had an interest in it. The first mortgag-e
had an equity of, say, £600; the second
mortgagee had an equity of £200; and lastly,
the working-man also had an equity of £201).
But when the depression came the working-
man's equity of £200 was wiped out over-
night.

As the depression proceeded, the second
mortgagce's equity was wiped out. Because
of the depression in values over which no-
body had control two parties to the contract
sacrificed 100 per cent. of their equity, whilst
the third party sacrificed nothing at all. I
know of a ease where a purchaser bought a
hiouse for £1,025. Later he paid the first
mortgagee the amount of the stamp duty to
take it over for £750. So the working man,
after having paid over £C300 on account of
his jpurchase money, because of the deprecia-
tion iii values, unemployment and inability'
to mieet his commitments, had to walk out
and hand his house over to the first miort-
gagee. Surely, it was a hasis of the contract
when the first mortgagee lent his money that
he did riot lend it entirely for the benefit of
the borrower. It is Just as important for
lenders that there shall he borrowers as for
borrowers that there shall lie lenders. It is
a mutual contract. I have not heard of any
lender advancing money, as a business trans-
action, for the benefit of the borrower.

The prospective lender puts his money out
as an investment; he examines the security
aiid because he thinks it will bring him a
sufficient return, and because the security is
good, he enters into the contract. But there
is alwvays the understanding, the unwritten
term of the contract, that the borrower shall
he in a position to pay. Why could we not
have said to those people, "As the asset has
depreciated in consequence of economic cir-
cumstanes over which neither party has
control, let the interests in the house abate
accordingly." If the total depreciation has
beven one-third, why cannot the interests of
the first mortgagee, the second mortgagee
and the working man abate accordinglyl
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Whby should the working man who is buying
a home, and the builder who is carrying a
.econd mortgage, lose in order that the fi
mortgagee's interest may be kept intact 7

311% F. C. TL. Smith: Suppose the values
gP up?

Mr. HUGHES: There is no difficulty on
a niing market.

Mr. F. C. L. Smith: Do you mecan the
eqruity of the first mortgagee?

Mr. HUGHES: In the history of tho,
world over the past 50 years there has been
151 instance1 to my knowledge, of hardship
having been caused to anyone by rising
v-nllnes. I do not know of any country in the
world where -anyone has sulffered because the
value of a security has appreciated. But
I go so far as to say, "Yes. Let that be a
termi of the contract. Let it he on a strict
equity basis. If the property appreciates
25 per cent. in value, let the 25 per cent. be
apportioned according to the interests in
the( property."

'Mr. McDonald: That is fundamentally a
ipartnersliip, It is different from a mort-
gage.

'Mr. Bodoreda: A new order!

Mr. HUGHES: A mortgagee is, in prin-
ciple, a partner in the enterprise. What is
tle position of a manl who lends money on
mortgage? What is the position of a man
who lends money on a bill of sale over chat-
tcdI used in industry? He knows he can
only get his money back if the industry suc-
ceeds. Should the industry go down he will
lose his, money. A new order has been pro-
niisetl rather often this session. I hope there
will he no retraction of that promise, which
T have taken seriously.

'Mr. Mtarnhall: It is a prophecy.
Mr. HUGHTES: It has been promised

several times this session. I hope that in
this new order the relationship between
mortgagor and mortgagee will be different.
After all, we are not so much concerned
about appreciation in values. What we are
coiirerned about are the working men who
were trying to buy' their homes, had their
equity wiped out and were obliged to pay
thle first mortgagee his full debt.

31r. Tonkin: Does your amendment pro-
vide for that?

M1r. HUGHES: No, for the reason that
not manny of such eases are left. Unfortu-
nately, the Mortgagees' Rights Restriction
Act did not confer the boon many people
thoughlt it would. It merely deferred the

rights of the mortgagee who, unless lie got
his interest, eventually secured the right to
foreclose on the property. Not many work-
ing men are now left who lost the equities in
the homes they bought in 1929 and 1930.
They were forced into the position of suir-
rendering their homes to the first mortgagee
because it was hopeless for themi to attempt
to pay for properties bought at peak value-s.

Mr. SPEAKER: We shall now get back
to the miatter before the Chanir.

Mr. HUGHES: How many men in the
metropolitan area who were engaged in in-
dlustry and borrowed money% on the basis of
teiti ng order to extcend their businesses,
obtained relief when the econoilic, crisis
c'nie?; They lied to bear the whole brunt of
the economic loss. The time is long over-
due when there ought to be a more equitable
ndjustment of debts. Does any person seri-
ousiy think that, if this war continues and
money is borrowed at the rate it is now being
borrowed in various countries today, it will
be repaid! Before this war Great Britain's
debt was £8,000,000,000. Does anybody
seriously think that it the debt increase,; to
£28,000,000,000 it will be repaid'

Air. Marshall: Is anybody stupid enough
to think the £8,000,000,000 will be repaid!

Mr. HUGHES: We are told there is to
be a new order. To most people that means
they Will get relief from a crushing burden
of debt. The time is long overdue when
secuired creditors shouldI comne in and take
their share of the burden. The secured
creditor may be a poor nian, too. For
instance, I think there ix, a good dval of mis-
understanding about banks, wrhich aire owned
by the shareholders. Some shareholders iin
banks are not affluent.

Mr. Seward: Some are enliployces.
Mr. HUGHES: Yes. Why ask a bank

clerk to accept 5s. or 3.0s, for a £C1 share,
when he is receiving only £6 or £7 a week,
arid at the same time ask a farm labourer to
stiffer a loss of 17s. fid. in the pound?1 Why
is the bank clerk so sacrosanctI Why should
he not he under a debt adlustmcnt slce
and abate some of the money that he has
invested andl that is owing to hini? Is not
the answer to him, "It is unfortunate you
have to abate some of your shereholding in
the hank, hut you are only being asked to
do it because we have taken seven-eighths
of the country storekeepers' income and
seven-eighths of the farm labourers' wages."
I daresay there would be some eases of hard-

705
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ship. There would he eases of hardship in
respect of people who perhaps had their
iJt-olne invested in one particular direction;
bitt cases of hardship are legion. What of
the working man and his wife who struggle
for ten years to pay a couple of hundred
pounds Off IL house in order to make a home,
and] then have to walk out without having
anything at alt? What of the business man
wvlo works for 25 years to build lip a busi-
ness and finds his whole interest wiped out?
That sheltered section of the community is
not being asked to do something that has
not been done already.

As for the writing off of debts: In my
opinion not a shilling has been written off
tinder the Rural Relief Fund Act or the
Farmers' Debts Adjustment Act that could
have been recovered. In every ease the
farmers were in the unfortunate position of
having unsecured creditors and secured
creditors, and the latter were maintained
intact at the expense of the others. I do not
know of one machinery firm trading with
private prodncers in Australia that got into
difficulties dluring the depression. S,-o far as
I know, of the big, machinery firms that sup-
ply harvesters and ploughs not one went
into liquidation by reason of non-payment
of their accounts by farmers, because they
had security and they did not abate any-
thing. They went on paying dividends, and
putting their money into reserve and finished
up safely. Although they were an integral
part of the primary producing industry, the
depression did not cost thiem a shilling.

What bunking- institution went into liqui-
dation because of the depression?1 There
is not a bank in Australia today that
could not honestly say, "We went through
the ten years of depression aind we did not
lose a shilling. Our assets are much greater
than they were before the depression, our
reserves have increased, we paid substantial
dividends right through and the depression
did not touch us?"

Mr. Marshall: To say nothinE of their
secret reserves!

Mr. HUGHES : The time has arrived
when we might make some adjustment. If
we do not do it on scientific terms it will be
done ia another way. I notice that the Fed-
cral Treasurer is already talking about find-
ing money by credit expansion. That is a
very elastic term. I would like to know
what he mteant. I asked the Right Hon. 'Mr.
Menzies what hie meant by "credit expan-

sion" and he answered me by telling me what
Schaclht said to him and what he said to
Sehact when he was in Bcrlin. Neither of
them understood the language the other
sp~oke.

Mfr. McDonald: Dr. Schacht speaks very
good English.

Mr. HUGHES: I do not think there is
anything to be alarmed at. If the problem
is not attacked in some such way the burden
will become so great that we shall have an
orgy of uncontrolled inflation. Once we had
uncontrolled inflation these fixed debts would
be paid off like the mortgagees; in Germany
were paid off when worthless paper marks,
were circulated. If the problem is not
tackled scientifically it will eventually ho
dealt with in that way Once uncontrolled
inflation begins, people who have sat so
firmly on their securities and who say, "We
tire not going to abate anything because we
are in at sound legal position" will probably
find that they have carried their obstinacy
too far, and that it is reacting to their detri-
zitent.

A question was asked by the Minister for'
Lands, "Whtat would the lawyers do if money
could not be lent on real estate?" I for one
think it will be a good thing when real es-
tate is not regarded as something existing
for the sole purpose of lend ig money on it.
Real estate is the life of the people. If one
owns the land, one owns the people. So
long as somebody owns the real estate and
so long as we look upon land merely as an
instrument for the investment of money by
those who have money to invest, -we divorce
land from its proper function of maintain.
ing the people. I have suggested-and I do
not intend to inflict the view at length on
the House again-that there is a way of
handling this problcm. We should shift our
currency bnse from gold to land. We have
tried a currency based on gold for many
years. Nearly all the countries of the world
except the gold bloc have got away from t.
gold base. We in -Australia have only about
a 25 per cent, gold currency base. I suggest
we could go a long way towards establish-
ing a new order by shifting our currency
base, not to a land base alone hut to a gold
plus land base. We could back our cur-
rency with land, the best security in the
wvorld, certainly a better security than gold.
It would ease many of our financial prob-
he.ms but it would mean, of course, that those
people whose interest today is to niche
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money by lending motley would find that
their main source of income and lending was
cut off because currency could be expanded
andl contracted, under a properly controlled
plan, with land values.

By a proper use of the national currency
the fanner could then get his seasonal credit,
and the seasonal credit could be expanded
and contracted from our own currency
operations without charging the interebt
rates that are charged today. That is all
the financial institutionb do. They expand
the currency or the credit to give the farmer
seasonal facilities and they contract when
the harvest comes in. I do not think there
is any reason why, if we shifted from a 25
per cent, gold and a 75 per cent, nothing
basis to a land basis, we could not give sea-
sonal credits; and we could contract them
when the harvest came in. Thus we could
avoid fhe necessity for a lot of debt adjust-
ment. We are always talking about the need
for secondary industries. One of the prob-
lems facing secondary industry is that those
sponsoring it need finance and have to bor-
row it and pay interest. If we could give
them credit, scientifically controlled and ex-
panded and contracted according to the needs
of the commercial, primary and pastoral in-
dustries, we would go a long way to estab-
lishing a new order . We would get rid of
this interest-ridden order.

Everything today gravitates to interest.
WVe are more interest-ridden now than at
any time in the world's history. We will not
get a new order unless wve get some relief
f romn that. It has to be either by an adjust-
mient of debts, including secured debts, or
by a controlled currency. All this motion
asks is that one section of the community
that has suffered no detriment at all as a
result of the economic depression should
nowv, after ten years, come in and bear its
share just as the house-owner, the working
man who tries to own his own home, the
farm labourer and the country storekeeper
are doing. They all bore more than their
share of the national calamity, and this other
favoured section should at least be asked to
come into line. I have indicated the amend-
ment I should like to move.

Mr. SPEAKER: Will the hon. member
look at his suggested amendment and see if
lie wants the word "other" retained? It is
superfluous.

Mr. HUGHES: I 'will agree to the de-

letion of the wvord "other." 1, therefore,
move an amendment-

That in line 2 otter the word ''pastoralt-
iss the words ''and persons engaged in
manufacturing, commercial and industrial en-
terprises'" be inserted.

MR. SEWARD (Pingelly) (9173: Al-
though the hon. member in submitting his
amendment made out a good case I intend
to. move a further amendment. I think it is
necessary.

Mi. Hughes: The fun has started.
Mr. SEWARD: There is no reason for

any fun. I move-
That the amendment be amended by Insert-

big after the word ''persons'' the words
''whose difficulties have been occasioned by
the same economic factors.''

Mr. Hughes: I am satisfiedl.

Mr. SEWARD: It has been pointed out
by the member for East Perth that what is
sought in this motion is relief to be given
to pastoralists and agriculturists. It is well
known too that many other businesses be-
sides farming and pastoral, particularly as
tnentioned by the hon. member, storekeepers,
and possibly manufacturing and industrial
enterprises, have suffered through the in-
ability of those engaged in these first two
industries to meet their commitments due to
the causes brought about in 1930-31-that
is, the depression. In moving my amend-
ment on the amendment, I wish to support
the hon. member in giving these people re-
lief. The amendment moved by the hon.
member does not take into consideration
the circumstances which brought about
the difficulties of these people. Only
one facto,- is responsible for the dif-
ficulties in which the agriculturists and pas-
toralists find themselves, anti that is the fall
in prices at the time of the depression.

Many other sections mentioned in the
amendment, commercial, industrial and
manufacturing, may have got into difficul-
ties between the period 1930-31 and the
present day by conditions which have noth-
ing whatever to do with the depression.
Some of them, as indicated by the member
for East Perth-garage people particularly
-have got into very serious difficulties in
recent days, but these difficulties have beeni
occasioned by war influences, and, as
the member for West Perth (Mr. Mc-
Donald) pointed out, they have redress un-
der the National Security Regulations. A
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moratorium has% been: granted to people whose
financial difficulties have been brought about
by war purposes. There is no necessity for us
to bring those dilliculties into this motion,
as would happen if the amendment as moved
by the member for East Perth were allowed
to stand. It is essential if we are going to
give relief to the people mentioned by the
membher for Kittanning (Mr. Watts)-and I
think I have his support in moving this
amendment because I heard him say when
the member for East Perth was nearing the
end] of his remarks that lie thoroughly
agreed with practically everything if not all
that was said-

Mr. F. C. L. Smith: You will charge enter-
tainment tax nlow.

Mr. SEWARD: There is always an at-
tel-hative for those not being entertained:
there is room outside.

Mr. SPEAKER: Order!

Mt. SEWARD: I have a duty to perform
to those I represent, and whether I am
giving the hon. member entertainment or
not, T will not be deflected from my pur-
pose. At the same time I do not wish to
detatin the House longer than necessary.
The member for East Perth has made out a
ease in moving his amendment, and the
amendment I have moved, although only a
small one, is very important, and is simply
to make provision for those people engaged
in other activities affected financially by the
depression. If we do not pass this amend-
ment we will bring in people who have suf-
fered difficulties or got into difficulties in
the years between 1931 and 1041, and who
would not be able to claim relief by reason
of the effects of the depression.

M. TONKIN (North-East Fremnantle)
[9.221 : 1 am sorry I missed the opportunity
of obtaining from the member for Pingelly
(Mr. Seward) an assurance that his amend-
ment would cover the people I have in mind.
I now have to take advantage of this op.
itortun ity to vx Na in my point of viewv and
move a further amendmuent if the bon. mem-
her's amendmenit'will not achieve my object.
I agree with the member for Katanning
(Mr. Watts) that it is a hopeless proposition
for farmers overloaded wvith debt-

Mr. SPEAKER: Order! The only mat-
ter before the House is the amendment on
the amendment.

Mr. TONKIN: It is very necessary for
me to make this statement to show why

some support should be forthcoming for the
amendment. It can easily be seen why the
miember for Kattanning moved the motion to
give relief to farmers facing an almost hope-
less future through being overburdened with
debt. They are not, however, the only
people in an almost hopeless position. The
member for Pingelly seeks to include other
persons in a similar position to the farmer,
due to similar economic factors.

Mr. Raphael: What about dentists and
doctors?

'Mr. TONKIN: Some difference of opinion
may exist as to the similar economic factors,
because at farmer might find himself in an
awkward situation as a result of the working
of certain economic factors, while a person
in) a different line of business, subject to the
same economic factors, might not lie simi-
larly affected. Many workers because of cer-
tain economic factors during the depression
lost the equities in their homes, as was point-
ed out by the member for East Perth. I
know, too, that many people entered into
contracts with a firm called Land & Homes
to buy blocks of land and that quite a num-
ber of themn have from time to time en-
deavoured to get out of their contracts by
offering to hand the land back to the firm.

Mlr. J1. Hlegney: Plus the money they paid?
Mr. TONKIN: Yes. But they have been

unable to g-et out of those contracts, irk-
some though they wvere during the depression.
If there is to he at writing dlown of debt
on the shoulders of people faced with a
hopeless proposition, we are not going to
be out of it. ThiR is our opportunity, just
as it is the farmeirs' opportunity. The
amendment muoved by the member for Pin-
geily will not quite meet my view. There-
fore I propose to move a further amend-
ment.

Mr. SPEAKER: The hon. member pro-
poses to give notice of a further amendment ?

Mr. TONKIN: Yes. May I indicate it
now?

Mr. SPEAKER: We will dispose of this
one first.

Mr. TONKIN: I should like to outline
it. I will move to add the words "cuid
numerous citizens not so engaged who are
in difficulties substantially through reasons
beyond their control."

Mr. SPEAKER: The hon. member pro-
poses to add those wvords?

Mr. TONKIN: Yes. The bulk of those
words I have taken from the remarks of the
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member for Katanning. He said he had no
desire. to help any person who was not
worthy, hut was desirous of affording
relief to people who had got into difficulties
through reasons substantially beyond their
control. I agree with that sentiment. In
order to ensure that all persons in that posi-
tin are safeguarded, I shall later move as
indicated.

Amendment on amendment put and
passed.

Mr. TONKIN: I move--
That to the amendaient, as amended, the

rollowhig words be added: "and numerous
titizens, not so engaged, who are in difficulties
substantially through reasons beyond their
t-ontrol.''
1 move this amendment because I wish to
ensure that aill persons who have found
themstelves in dilliculties through circum-
stances beyond their control shall be afforded
relief. I am very amuch afraid that, if the
motion is limited to a section of the corn-
inunity, my opportunity will be lost. The
attitude I take is that, if there is to be any-
thin:m of the kind, we must be in it. If the
tiousv ag-rees with the aindnuent anid it is
imuplemen ted, it will certainly be the corn.
uwneement of a new order for which we are
so earnestl1y hoping. It is desirable that
people faced with a hopeless proposition
s hould be given !iomec outlook for the future.
Wo are told that hope springs eternal in
the humian breast and that hope deferred
iniuketh the heart sick. M1anly people from
year to year~ have been looking for some
relief andi they are not confined to farmers.
If the time has arrived when the lang-looked
for relief is to be given I wish to ensure
that, fur the many hundreds of working
people who were obliged to mortgage their
homes in order to exist during the
depression, and for the many hundreds of
people who purchased blocks of land at a
time when they felt they were able to do so
and subsequently, because of factors which
operated during the depression, found it im-
possible, without running -up debts else-
w~here, to meet their obligations under those
contracts, this opportunity should be taken
to afford relief from the hopeless position
in which they have been placed throughI cir-
cuinstances substantially beyond their
control.

I feel I can confidently appeal to the
mnember- for Ketanning because he definitely
s;tated that his idea was to afford relief to
such people. I do not think he would claim

that the farmers are the only pgople in that
position. The member -for Pi]'gcelly had
.somewhat the same idea in that he did not
want at certain section of business mn to
be left out-business mcii who found them-
selves in difficulties through the same cono-
11110 factors. If we have reached the stage
when there is to be on adjustment, why
should we confine the relief to the farmers?
As has been pointed out there are business
men such as garage proprietors and others
who, because of a new set of circumstances
beyond their control, find themiselves in much
the same position as the farmers. If there is
to he an all-round adjustment in order to re-
move the hopelessness that confronts a
section of the community why should not
those men say, "We have a right to be in
lhis, too"? I think they have a perfect
right to be in it.

The member for West Perth indicated by
interjection that there wvas now provision
for a moratorium, under the National
Security Act. If I know the position that
is not a provision for a writing dowi, of
debts; it is a provision for a temporary sus-
pension of debts-an entirely different
matter from that propbscd by the mnember
for IKatanning. If relief is to be given, let
everybody be in it!I Surely wp are not here
to adlvocate th claims of a section of the
community! The hon. member said that,
in the interests of the State, we should have
a, contented people. I agree with him. It
is just as much in the interests of the State
that the hundreds of workers who lost
the equities in their bounce be contented a,%
that the farmers should be contented.

Non1. W. I). Johnson: That depends upon
your constituency, does it not?

Mr. TONKIN; WeUl, let its all be in it!
The member for Katanuing rightly referred
to the loss of morale among the section of
people whose interests he is advocating. The
same loss of morale exists amongst the
workers who have lost their honiies and who
are faced with the necessity of meeting con-
tracts for the purchase of land. If relief is
to be given, we are not going.to, be left out.
My object in m~ovi~g the amendment is to
make the motion all-embracing.

Mr. Rod oreda: All in to win!
31r. TONKIN: The boa:. member has sug-

gested all excellent slogan.
Hon. W. D. John son -And 'who is to pay?
Mr. TONICTN: I repeat that if this relief

is to be afforded, it should not be for the
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benefit of a section, even thout
section; we should all be in it.

Amendment, as further amend
passed.

Mr. RAPHAEL: I move--
That the debate be adjourned.

Motion put and a divisioii tak
following- result:

Ayes
Noes

Majority against .,

Mir. J1. Hegney
Mr. Marshall
Mr, Millington
Mr, Raihaei

Mr. Abbott
Mr. Berry
Mrs. Csrdeul-Qliver
Mr. Coverley
Mr. Donay
Mr. W. Hegney
Mr. Hill
MNr. lhugbos
Mr. Johnson
Mr. Kelly
Mr. Latham
Mr. Leahy
Mr. Mern
Air. McDonald
Mr. MetLafty

Avis.
pMr. Roder
IMr. Wilic,

Mr. Panto

Nlossa.
Air. Needb
Mr. North
Mr. Nulse
Mir. Samp'
Mr. Bewar
Mr. V. C.
Mr. TonlcF
Mr. Trial
Mr. Warn.
Mr. Watts
Mr. Willis
Mr. Wilsom
Mr. Wise
Mr. Withe
Mr. Hawk

Motion thus negatived.

THE MINISTER FOR WOE
11. 2ruIhingto-M1t. Hawthorn)
should say that onl a question s
the House should know what
-upon. All that is now involved in
is that the Government should to
ate action to legislate for the ad
"such secured debts." Does a
knowv what is involved in that!

Ron. W. D. Johnson: Only a f
The MINMJSTER FOR WOR

not speaking about the amorn
speaking about "such secured de
plain enough what the mover of
is after; but now severat othersI
in, and I want to know what is
present. What instruction woul.
erment have to introduce legislat
would be the nature of that
To provide a moratorium for
debts! "Suich secured debts"
farmers and pastoralists. To t
lhas been added "and other perso
in manufacturing, commercial, ani
pursuits," but subject to a qualifi
the same economic conditions oh
is the contribution of the inembi

, [ASSEMBLY.]

,a worthy golly (Mr. Sewvard). Then there is a final
contribution embracing those in difficulties

ed, put and owing to circumstances beyond their con trol.
I suggest there is not a section of the
Western Australian public that is not
covered by those words. Therefore, to

enl with the simplify matters, let us see if the House will
agree to a motion that the Glovernment shall
introduce legislation to adjust all secured

7 debts. Then we shall know where we are.
* 30 1 hope this mnotion will not be carried iii the-

*.23 same way as two or three other motions have
Ibeeni. One was sent on to the Primue Minister
hut no notice was taken of it. I doubt

edit whether the House was much concerned
ock about that motion.
'1

(Teller.) [The JDcputqj Speaker took the Chair.]

am Mr. McDonald: Some notice will be takent
It of it iii future.
sell
d The MINISTER FOR WORKS: Here
I. Smith is an instruction to the Government to intro-

a ducee legilation for the adjustment of secured
er debts.
Ott Hon. W. D. Johnson: Or wipe themi oit!

n ~ Mr. MclDonald: To extinguish the excess
above the value.

treller.) re MINISTER FOR WORKS: The
Leadter of the National Party has lent sonic
countenhnce to this.

~KS (Hon. Mr, McDonald: I have.
[9.41]: - Tile MINISTER FOR WORKS: He has

nobh as this encouragedl the enlargement of the original
t is voting scheme or plan.
the motion Mr. McDonald: And I agree to it.

ke inimedi- The MINISTER FOR WORKS- Does he
justment of nge to all of this now?
nyone here MrI. McDonald: I do.

Thw MINISTER FOR WORKS: I under-
'w millions! stand now whly the great National Party
KS: I amn has become a mere remnant in Western Aus-
at. I am tralia. The idea that the Leader of the
bts."1 it is National Party, of those who stand for Jao'

the motion find order-I think we have heard about the
have joined enforcement of law and order-
involved at Mr. McDonald: Not from your party!
d the Gov- The MINISTER FOR WORKS: Is; it
ion? What not a function of government and a function
legislation? of law to have some respect for written con-
all secured tracts?7
referredl to Mr. McDonald: Of course it is!
hose words The MINISTER FOR WORKS: I re-
na engaged mlember, mnany years ago, when Legislative
dl industrial Councillors affirmed the saneity of the
cation that mortgage bond. Some of themn looked serious
tamn. That and savalge. If this motion is carried we
er for Pin- shall have a further motion that it be for-
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warded to another place desiring its con-
currence therein. We shall then know
whether those who represent the farmers, the
people who have some sense of responsi-
bility left, will agree to the motion carried
in such a glib way. Not a member of this
Chamber, except you, Mr. Deputy Speaker1
could read out the mnotion. I have it in
scrap form, certainly. The least wve can do
bef ore a vote is taken is to have 4 clean copy
made and presented to each memiber. If
carried, the motion. would be ak serious in-
struction to the Government. Are we to do
away with the sanctity of a written contract?

Let us know what wre are doing. Let us3
have the motion in black on white. The
muost; trifling legislation must be placed
plainly before members. .&lthough we do
not insist on the adjournment of the motion
members should have the opportunity to
understand what it is, so that they may vote
in a responsible way. I am not lecturing
the House, but giving it a bit of advice.
Perhaps tomorrow mowning seone member
might say, "T do not believe I voted for
that motion. That is not as I understood

itI amn sure the member for Katanning
(Mr. Watts), who represents a respeetable
solid district, would ziot like to have his namne
attachied to a motion that mnight be termied
irresponsible. The some remark applies to
the Leader of the National Party.

,Mr. McDonald: I take full responsibility
for my action.

The MINISTER FOR WORKS: Respon-
sibility for what? The hon. mnember could
not recite the motion. He does not know what
it involves, unless he understands it means
that this House solemnly determines to in-
struct the Government to introduce legisla-
tion providing for the writing down of all
secured debts. What about unsecured debtsl

Why not write them down? Let those people
suffer whvo were foolish enough to lend money
without security!

'Mr. McDonald: Your Government has
already written down unsecured debts.

The 'MINISTER FOR WORKS: No.
Mr. McDonald: Yes, to the extent of 5s.

10d. in the pound.
The MINISTER FOR WORKS: The mo-

tion does not deal with farmers' debts only.
There is no instruction in it to the Govern..
meat to introduce legislation to write down
all debts, secured and unsecured. It seems to
me that the unsecured debt now takes pre-
cedence over the secured debt. That is where

we have got ourselves. I propose to give
the House an opportunity not to act in a
ridiculous way. I question whether all the
ingenuity of the Crown Law Department
could, with this motion and the amendments
before it, draft a measure that would carry
out the instruction. The measure would pro-
bably provide for the mandatory writing-
down of all debts. Here is the real peak
doctrine of irresponsibility.

Mr. Sampson:- The motion is to adjust se-
cured debts.

The MINISTER FOR WORKS: The
member for Swan (Mr. Sampson) would
have difficulty in explaining the motion to
the Prosperous people living in the Hills.
They have a respect for property and would
not tolerate interference with their orchards.
They- would have a boy gaoled for stealing
an apple. Now hie is going to tell those
people, with that n-onderful respect for pro-
prty, that he has instructed the Govern-
ment to legislate in the way proposed by
the motion.

'Mr. Sampson: To adjust secured debts.
The MINISTER FOR WORKS: I shall

vote against the motion and the amendment.
Mr. Sampson: "The boy stood on the

burning (leek!"
The 'MINISTER FOR WORKS: What

sort of case will the member for Katanning
have now that everybody has been roped in?

Mr. 'Watts: T have not roped in every-
body.

The 'MINISTER FOR WORKS: The hon.
member seems to have accepted all the
amendments.

Hon. (2, Cr. rjatham: We want to be oblig-
ing- to the overnment's supporters.

[The Speoaker reszuied the Chair.]

The INISTER FOR WORKS: Non'
that y-ou are in the Chair again, Mr.
Speaker, I think the motion could be read.
It is not asking too much to request that
typed copies of the motion, as amended, be
placed before members. Whatever merit
the original motion may have had, 'with its
amendments it is now ridiculous. Certainly
that would be the verdict of any person out-
side. this Chamber. The whole thing has be-
come farcical. I shall certainly move not
that the concurrence of another place is de-
sired in the motion, as amended, but a mo-
tion asking its views on it.
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Mr. Hughes: If another place does not
carry the motion wve shiah move for its aboli-
tion.

HON. C. G. LATHAM (York) [9.53]: 1
(lid niot propose to speak to the motion, al.
though I intended to give it my support;
but I have since beard that I did not intend
to support it. The motion had my full con-
eurrence. It certainly is now much more
complicated than when it was introduced. I
ran hardly believe that the amendments were
intended to be frivolous. Knowing the mem-
Iher for East Perth (Mfr. Hughes) as I do, I
can hardly believe tfldt kr' was not honest
in his effort to improve the position of busi-
ness people who have been forced to write
down their accounts. Likewise, I have much
irespect for the member for North-East Fre-
mnantle (Mr. Tonkin).

The Minister for Works: You missed the
zqember for Pingelly. You would not call
him frivolous!1

Hon. C. G. LATHAM1: I shall mention
the member for Pingelly now. He saw that
it was niot wise to confine the motion entirely
to those persons mentioned by the member
for East Perth (Mir. Hughes) unless they
were affected in the same way as is the
farmer, that is by lack of markets and
inability to pay debts through had seasons.
That scents a reasonable view. If we are
going to give relief we cannot unload respon-
Aibility for the debt structure from one sec-
tion of the community to another. Some
time ago a request was mnade for an inquiry
into this probfem. Even now I would lika
an inquiry to be held in order that we might
set, to what extent relief can be given.

I was surprisad to hear the Minister for
Works state that we should not violate a
written contract. What is the difference
between a verbal and a written contract
from the point of view of violation? Surely
we believe that a man's word is as good as
w- a written contract!

The Minister for Justice: It is not.
Hon. C. G. LATHAM3: In most cases it

is.
The Premier: No.
Hon. C. G. LA THAM: I know the law

states that agreements relating to the lend-
inig of sums. of money shall he in writing.

The Minister for Works: Would this
motion include breach of promise, I wonder?

Hon. C. G. LATHAM- Heavy damages
can he claimed for breach of promise. it

does not have to be in writing. To my
mind there is 110 difference between a written
and a verbal contract.

The Mlinister for Labour: A verbal con-
tract is not worth the paper it is written
o11

Hon. C. G. LATHAM: Not so far as the
Minister for Labour is concerned I I have
tried for a long time to ascertain the dif-
ference between a debt that is secured by a
mortgage and one that has been entered
into with an honourable understanding that
it will be met. To my mind there is no
difference except that one creditor has a
piece of paper and the other has accepted
the word of the individual to whom the
amount has been lent, I am speaking not
from a legal but from a moral point of
view. Morally there is no difference. I do
not see why we should worry about the
Sanctity Of Contracts. To me one type of
contract is the same as is another.

The Minister for Works: You would lend
to a total stranger under a written contract
but I presume you would not do so other-
wise.

Hon. C. G. LATHEAM: 1 do not know that
one would lend to a total stranger in any
event except on a good security. The banks
and financial institutions, generally do not
lend money with a view to getting posscssion
of the security offered. Their main idea is
to obtain interest on the money advanced
and the return of the money on the due
date. That is their business. It seemis to
me that if we carry this motion we will not
he doing any more than we have done al-
ready in other directions. Already pro-
vision exists for people to secure ain ad-
justmnent of debts. The bainkruptcy law i4
still in existence and tam he availed of to
wipec out debts.

Taking into consideration the difficulties
facing our primary industries, I think both
farmers and pastoralists could-and pro-
bably would except for the fact that they
desire to -retain possession of their land-
go to the B3ankruptcy Court and obtain re,
lief ill timne, and eventually procure a clean
discharge enabling them to become business
people at a later stage.

The Premier: They would be dispossessed
of their property and we do not want that.

lIon. C. G-. LATHAM: That is so. For
that reason legislation was introduced dur-
ing the depression period. The Farmers'
Debts Adjustment Act, the Mfortgagees
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Rights Restriction Act, and the Tenants,
Purchasers, and Mortgagors' Relief Act
were passed to prevent people from losing
their properties, because the depression was
so severe that they were unable to control
the position. I agree with the statement
made about people who purchase homes
and buy blocks of land. Generally speak-
ing people are patient, but I find that the
great drawbalck is that one can go on being
patient as long as one likes until the ac-
cumulated interest makes the debt so big
that it exceeds the value of the security of-
fered. That is a problem ire have to face.
I have referred previously to the relief that
has heen given in New Zealand, both prior
to and since the assumption of office by
Labour. Considerable relief was afforded
to people on the land in that Dominion.
Canada had a different method. The secured
debts were written down and the Govern-
mient paid to the mortgagee a certain por-
tion of the amount written off. In common
with other countries where agriculture has
been carried onl during the last decade wq.
have a problem that must be faced. Whe-
ther the present or some other administra-
tion faces it, the time will come as surely
as I stand here when an adjustment wil
have to be made.

The Premier: Do you think it will be made
onl a State-wide basis or nationallyt

Hon. C. G. LATHAM: I do not know but
we will have to make a start. The Minister
for Lands described this as a compulsory
writing down. There is nothing compulsory
about it. If a person does not want relief
he need not make application. That is ex-
actly what we did before. People had to
make application.

The Minister for Works: You remember
what happened to Lang!

Hon. C. G. LATHAM: The Minister is
referring to repudiation? Do not let us
associate our farmers with the John T. Lang
class. I do not want to speak disrespect-
fully of a member of another State Parlia-
ment. As Premier of New South Wales at
the time Mr. Lang dlid what he thought wvas
best. Whether I agree with what he did is a
totally different matter, but I do not asso-
ciate him, as a former Premier of New South
Wales, with farmers or any other debtors
in this State. We have a problem to face.

There is nothinlg to prevent those who
dto not want relief and who are pre-
pared to carry on in the belief that even-

tually they will be able to pay twenty shil-
lings in the pound from doing so; but un-
fortunately this State is not in a position to
do what the rest of the wheatgrowers in
other parts of the world have been unable
to do. One has only to read the paper to
discover what has been dlone in America, not
once or twice but several times. Even now
the Government in America is making ad-
vances from the Treasury. Canada has done
the same. Assistance has been granted to
producers in every way. The position has
been occasioned by the international situa-
tion. I do not know what is thme best thing
to do. I agree with the Minister for Works
that it is dlifficult to decide exactly what the
motion now means.

The Premier: I do not like it.

Hon. C. G. LATHAM: I do not like it as
it stands, but members comprising this House
are a sane, sober body of individuals repre-
senting 200,000 people. As a matter of fact
they represent the whole of the community,
but in particular 200,000 voters. I believe
the destiny of the State can be entrusted to
them, and it wrould be wrong to charge anly
of them with being frivolous in an import-

a nt matter like this. However much we dif-
fer in our opinions on the subject I think
we can commend the member for Katannin',
(IMr. Watts) for introducing the motion. He
did not submit it because ho desired any
personal benefit, but because he knows that
if progress is to be made in the agricultural
industry relief must be given to those en-
gaged in it. if we are goingr to make this
industry attractive enougb to provide some
emp)loylnent for the men who will return
to this country from oversea, we have
to (10 something. This country depends up-
on i t. it is important. After the war is
over we will have to feed and clothe the
people who are today starving and wanting.
We will be in a position to do it if we do
the right thing Iowv. I a ppeal to the Houses
I do not mind if the debate is adjourned if
we cannot understand the motion, but I hope
consideration will be given to this matter. I
would like to see something more done on
the lines adopted by the Minister for Lands
regarding those engaged in the pastoral in-
dustry. Whether he will be able to do it
or not is another matter.

Mr. Marshall: Do not be too optimistic
about that.
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Hon. C. G. LATHA.M: I am not. I have
had similar experience to that of the Minis-
ter for Lands.

'Mr. Watts: It must be backed uip by legis-
lation.

Hon. C. G. LATHAMJ: We will have to
do exactly what we did when we appealed
to the Commonwealth and State bond-holders
a little while ago to convert their money
from 7 per cent. to 4 per cent., or whatever
it was.

The Premier: We did not appeal to them.
Hon. C. G. LATITAM: Yes, we did!, and

07 per cent. responded. Three per cent.
had to be forced by legislation .

Mr. Rodoreda: It was a voluntary-compul-
sory arrangement.

lion. C. 0. LA TEAM: I suppose they
knew. If we pass legislation in this House,
and through another place, we will find very
little of it will be needed. It would be
there as-

Mr. Marshall: Intimidation!
Hon. C. G. LATHIAM: No, it would not

be intimidation.
Air. SPEARER1: Order!
Ron. C. G. LATHAM: Provision woas

made in that ease that if they did not do
the right thing they could be asked to do It
by court intervention, or by some other
responsible authority. In these circum-
stances I make it perfectly clear where I
stand. I am one hundred per cent. behind
the member for Katanning in his motion.
I want those members who said I was not
prepared to support this to hear every word
I say. If this is introduced fifty times, until
these people get relief, it will have my whole-
hearted support.

On motiors by the Premuier, debate ad-
journed.

House adjourned at 10.8 p.m.
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'The PRESIDENT took the Chair at 4.302
p.m., and read prayers.

QUESTION-LAMB HILLI NG
CHRGES.

Hon. G. B. WOOD asked the Chief Secre-
tary: 1, Is the Government aware that the
following lamb killing charges are in vogue
at treatment works in the several States of
the Commonwealth-

Per Head.
Per 32 lb. lamb- a. d.
N.S.W. total return to works. . 2 3
Queensland total return to works .. 2 0
South Australia total return to works 2 7
Tasmania total return to works .. 3 1
Western Australia .. .. .. 3 10)7

2, Was it with the Government's sanction
that the charges in Western Australia
increased approximately 11d1. per lamb since
1940? 3, Will the Government take steps
to rectify the disadvantageous position which
the lamb producers in this State are ex-
periencing in comparison with the producers
of other parts of the Commonwealth I

The CHIEF SECRETARY replied: 1,
The exact charges made at Eastern States'
treatment works at present are not known.
Unless the services embraced ia the prices
quoted are specified, the figures may
not necessarily indicate the compara-
tive charges being raised at Western
Auastral ian treatment plants. "Treatment"
,charges may be higher in Western
Australia, but this is governed by a
number of factors-not the least of
which is the short killing season in this State.
It is not known what the charge of 3s. 10d.
quoted as being applicable to Western Aus.
tralia includes. The actual "ttreatment"l cost
is 2s. Ba. per 32 lb. lamb, to which must be
added the edible offal, the value of which


