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The PRESIDEXNT took the Chair at 4.30
p.m, and read prayers.

QUESTION—-ROYAL COMMISSION,
PASTORAL INDUSTRY.
As to Legislation.

Hon. C. F. BAXTER asked the Chief
Secretarv: In view of the findings of the
Royal Commissioner on the pastoral indus-
try, and the urgency implied in the report
to give effect to his recommendations regard-
ing secured debts, is it the intention of the
Government to treat the matter as urgent
and to introduce the necessary legislation

The CHIEF SECRETARY replied: The
matter is heing given urgent consideration.

BILL—STREET COLLECTIONS
(REGULATION).

Introduced by the Chief Seeretary and
read a first time.

BILLS (2)—THIRD READING.

1, Reserves.

2, Legitimation Ae¢t Amendment,

Returned to the Assembly with amend-
ments.

BILL—MARGARINE.
Recommittal,

On motion by the Chief Secretary, Bill
recommitted for the further consideration of
Clause 25.

[COUNCIL.]

1n Committee.

Hon. 3. Cornell in the Chair; the Chief
Seeretary in charge of the Bill

Clauze 25—Contrel of amount of table
margariiie to be manufactured:

The CHIEF SECRETARY: I had in-
tended to move the suspension of the stand-
ing orders to permit of the Bill passing its
remaining stages at one sitting.  Clause 23
(2) provides that the notice referred to
pavagraph (a) of Subscetion 1 of this sec-
tion shall be published in the “Government
Gazette” not later than one month before
the commencement of the year to which it
relates. Even if the Bill were put through
its remaining stages at one sitting, there is
a doubt whether the notice could he inserted
in the “Government Gazette” this week, and
unless it is inserted this week, the effect of
the measure will be lost for 12 months, To
meet the situation, T propose to amend
Clause 25 (2) by deleting the words “one
month” 2and inserting the words “fourteen
days.” If the amendment is agreed to,
there will e ample time to have the requis-
ite notice inserted in the “Government
Gazette.” T move an amendment—

That in line 3 of Subclanse (2) the words
‘“one month’’ be struck out and the words
‘‘fourteen days’’ inserted in lieu.

Amendwment put and passed; the clause,
as further amended, agreed to.

Bill again reported with a further amend-
ment,

BILL--MUNICIPAL CORPORATIONS
ACT AMENDMENT,

Second Reading.

THE CHIEY SECRETARY (Mon, W. H.
Kitson—West) [4.41] in moving the second
reading said: This is a short Bill to which
I helieve the House will agree. It proposes
to grant authority to Munieipal Conneils
to utilise the 3 per cent. aceount for cer-
tain patriotic purposes. Section 480 of
the Munieipal Corporations Act, which
deals with the powers of a council in re-
gard to the spending of its ineome, pro-
vides in Subsection (1) that a council may
in any vear expend out of the ordinary
revenune of the municipality any snm not”
exceeding 3 per cont. of sueh ordinary
revenue for any purpose conneeted with
the munieipality and for the benefit and
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credit thereof, although such purpose is
not within the scope of the Aet. Legal
difficulty apparently exists in the matter
of making contribntions from this account
to patriotic funds, and the question has
recently heen brought to a head by the
Perth City Council desiring to make
available a contribution from its 3 per
cents for the relief of persons who have
suffered by the aerial raids in Britain. The
council referred the matter to its solicitor,
and the adviee given wasz that before any
antherisation could be made from the 3
per cent. acconnt the council must be satis-
fied that such expenditure was for a pur-
pose connected with the municipality and
for the benefit or credit thereof. This i
in accordanmce with Section 480 of the
Munieipal Corpovations Aet.

The legal opinion stated that whilst no-
body could conclude otherwise than that
a contribution to the relief mentioned
would be for the credit of the municipality,
it could not be said that such a purpose was
in any way connected with the munieipality.
It will therefore be ohserved that whilst
there is a humane and patriotie justification
for the contribution, the relevant section
of the Aet does not legally justify any such
paymenis. There is also no other provision
in the Aet which could give the council the
necessery power to overcome its difficulty.
It is proposed, therefore, to remedy the
position by an amendment which provides
that—

During the eontinnance of any war in which
the Commonwealth of Australia is engaged, and
for the period of six months after the termina-
tion of any such war, a council shall he deemed
to be expending money for a purpose connected
with the municipality and for the Denefit or
credit thereof when it chutributes money to any
fund established for any patriotic purpose eon-
nected with sueh war, whether soeh fund is se
established within the State or in any place
beyond the State and by any Government,
society, association, corporation, or other body
of persons, or by any person acting in an official
capacity.

As I have indieated, the request for this
amendment has been put forward by the
Perth Ciiy Council. It also has the sup-
port of the Loeal Government Association.
I move—

That the Bill he now readl a second time.

HON. J. CORNELL (Sonth) [447]: Be-
fore the second reading 15 agreed to—as
I presume if will be—and hefore the Bill
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goes into Committee, I wish to draw the at-
tention of the Honse to the drafting of the
measure, and respectfully to request the
Chief Seeretary to ask the Parliamentary
Draftsman to draft Bills in aceordance with
our Standing Orders. This measure as
drafted consists practically of only one
clause, which provides that it shall operate
dwing the continuance of any war in which
the Commonwealth of Australin is engaged
and for the peviod of six months there-
after.  Standing Order 175 provides that
any Bill intended to be temporary shall have
its duration provided for in a precise clause
at the end of the measure. T submit that
Clause 2 of this Bill should begin at line
three of the clause and that the other words
should be deleted, and further that a clause
specifying the duration of the measure
should be inserted at the end of the Bill. If
members will ecast their memories hack only
a day or two to the Bill dealing with the
question of 3 per cent. of tramways yevenue,
they will recall the remarks of Sir Hal Cole-
hateh on a elause praetically similar to this
one. I then drew Sir Hal's attention to
Standing Order 175, and he immediately,
being an old member of the Chamber and
an ex-Minister, agreed that the proper way
to achieve the purpose was to conform with
Standing Order 175 and insert a duration
clause at the end of the Bill. The Bill as
dratied represents another easy way for the
Parliamentary Draftsman to do his job. 1
merely give an intimation that if the Par-
liamentary Draftsman docs not make the al-
teration to the neced for which I now have
drawn attention, T shall ask the Committee
to do so.

HON. J. NICHOLSON (Metropolitan)
[4.50]: I am sure that the views to which
Mr. Cornell has given expression will be
fully appreciated by the Chief Secretary as
well as by other hon. members. The purpose
it is songht to accomplish by the Bill is one
which  should have our support. As
is known to most hon. members, par-
ticularly to those who at one time
or other have lDeen identified with
munieipal government, the part of the
Act dealing with 3 per cents, has hagd to re-
ceive from time to time fairly elastie inter-
pretation by auditors, as to whether ecer-
tain expenditure which was claimed to be
valid expenditure was in fact valid expen-
diture. Xo one can quibble abont this mea-
surg; on the contrary, it should be sup-
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ported. [ well remember that during the
last war the question arose even then; but
the risk was taken and certain contributions
were made out of the 3 per cents. by muni-
cipalities. There was a little elasticity on
that oceasion, but it was wrong. The pro-
vision should be inserted in the Aet. Subject
to the amendment to which Mr. Cornell has
drawn attention—and quite properly—I
trust the measure will receive the support of
the House.

Question put and passed.
Bill read a second time.

BILL—BUILDERS REGISTEATION
ACT AMENDMENT.

Second Reading.

HON. E. M. HEENAN (North-East)
[4.54) in moving the second reading said:
This is a small measure which I think will
receive the support of members. It is really
a Committee Bill. Hon. members will re-
eall that the Act was passed last year. Since
it has been in foree it has operated satis-
factorily, with one exception. The exception
is that it does not provide for the regis-
tration of companies, and the main purpose
of the Bill is to rectify that omission by
providing that companies must be regis-
tered in accordance with the Act. Since the
Aet came into foree the Minister has at-
tempted to eope with the situation in respect
to hringing companies under the Act hy
making certain regulations, but these were
later found to be ultra vires and were dis-
allowed. Tt has therefore been found neces-
sary to bring down this amending Bill. 1
have much pleasure in moving—

That the Bill be now read a second time.

HON, A, THOMSBON (South-East)
[456]: In supporting the second reading,
I desire to say that Mr. Heenan has cor-
rectly outlined the purpose of the Bill. An-
other section of the Aet, however, is caus-
ing many people anxiety. Tt is the pre-
vision whieh denies registration te huilders
unless they are natural-born or naturalised
British subjects.

Hon. J. Nieholson: To which seetion are
vou referring.

Hon. H. 8. W. Parker: Section 2.

[COUNCIL.]

Hon. A, THOMSON: As was pointed out
by Mr. Cornell recently, eertain foreigners
are taking conirol of some sections of the
building industry. This means that our own
people are hopelessly ontclassed, because of
the partnership conditions under which these
foreigners carry on their work. Another
point to which I desire to draw attention is
the provision empowering an officer of the
hoard to inspect building permits issued by
a local authority. That is not asking too
much, Secretaries of unions are to-day
authorised by the Arbitration Court to enter
the premises of employers and to inspect and
take extracts from wages books. The meas-
ure will apply only to the metropolitan area,
and so I think it advisable that the hoard
should have that power. 1Most members have
been cirenlarised by a certain fam; bhut the
provision contained in the Bill that a com-
pany must be represented by one or two
persons who have received the required train-
ing in bnilding should he agreed to.

HON. J. CORNELL (South) [4.59]:
With regard to the point raised by 3Mr.
Thomson as to the non-registration of aliens,
the Bill, if passed, will apply only to an
alien who is a builder undertaking the com-
plete ereetion of a huilding, To-day the
work is heing parcelled out, the foundations
heing sub-let and the stone work also, The
alien element has a monopoly of the work
in the metropolitan avea.  Brickwork is
algo sub-let and T think all that is not sub-
let is the earpentry. I do not think there
are any unnaturalised builders operating
in the metropolitan avea; if there are, they
are very few and the difficuliy ean easily
he overcome, There is a provision in the
Bill to which the builders object—there
s some substance in the objection—and it
is that a builder mnst he a nualified man.
Tf, however, we are going to import that
prineiple into huilders' legislation, we should
import it into all our legislation. It is
not fair to single out the building trade in
that vespeet.  One of the directors of a
huilding company is to he a qualified builder,
hut such a provision does not apply to other
companies.  We could provide that the
builder in charge of the operations shonld
he & thoronghly competent person. I under-
sfand that when the Rill is in Committee
an amendment will he moved to rectify this
and that is what the builders are seeking.

Question pat and passed.
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Bill read a second time.

In Committee,

Hon. J. Cornell in the Chair; Hon. E. M.
Heenan in charge of the Bill,

Clauses I} and 2—agreed to.

Clause 3—Amendment of Section 4:

Hon. Sir HAL COLEBATCH:
an amendment— ) .

That paragraph (d) be struck out and the
following inserted in ligu:—'‘Any company
or any other body corporate whose building
work is managed and supervised by a person
registered under this Aect or cxempted from
the necessity of obtaining registration under
this Act."’
This is not a subject I know very much
abount, but T have received a communieation
which to my mind seems entirely reasonable.
It suggests that a company which at pre-
sent is carrying out extensive works would,
under this Bill, be unable to continue opera-
tions. The Structural Engineering Co, is
the concern to which I am referring, and
amongst other works it is earrying ont are
the recent additions to buildings for the
East Perth Power House, the new building
for the Kalgoorlie Iee Co., buildings for Big
Bell Mines, Limited, Boulder Perseverance,
Limited, and several other mining compan-
ies, steel frame buildings for Cuming Smith
and Mount Lyell companics at Bassendean,
North Fremantle, Geraldton and Picton
Junetion and many others. This is certainly
not the time to run the risk of doing a
great injustice to anybody.

Hon. H. 8. W. PARKER: I agree with
Sir Hal Colebateh that the amendment he
has moved is very necessary, not only for
the ecompany to which be has referred, but
for others which would be debarred from
carrying on the business of building. It is
wrong that we should attempt to prevent
a strong financial concern from carrying on
operations.  All bave qualified people to
do the work. If I had my way I would vote
for the repeal of the principal Act. Any-
way, it is wrong to prevent a substantial
concern which makes building its business,
from carrying on that business, and their
work is often of a nature that is beyond the
finaneial capaeity of private builders.

Hon. A. THOMSON: If we strike out
the paragraph with a view fo inserting
other words we shall give the company
mentioned, as well as other eompanies, the

I move
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right to erect buildings anywhere withont
heing registered as builders. T am not say-
ing that this particular company is not
qualified to carry out ihe undertakings, but
if we are going to make other builders eom-
ply with the provisions of the legislation
and allow big companies to go free, thut
will not be right. The amendment which
has been snggested bas not been put on the
notice paper and it is difficult to wunder-
stand it by merely hearing it read.

Hon. H. S. W. Parker: Therc are other
companies concerned also,

Hon. A, THOMSON: If the law is going
to prevent me as a builder from carrying
out certain work unless I am registered, will
it be fair to let a company earry on
operations without registration? We should
not make fish of one and flesh of another.
In dealing with an individual, there is bet-
ter eontrol than is the case when we are
dealing with a company, o divector of which
may not have a first class knowledge of the
undertaking on which he is engaged.

Hon. H. 8. W. Parker: The work wenld
be managed and supervised by a qualified
person.

Hon. A. THOMSON: By one person.
The company may be engaged in a dozen
jobs, and one man will be expected to look
after them all. I oppose the amendment.

Hon. E, M. HEENAN: I also oppose the
amendment. The sole object of the measure
is to secure the registration of all people
engaged in the bhuilding trade.

Hon. J. J. Holmes: That was its ob-
jeet when it was first introduced.

Hon. E. M. HEENAN: It is also desived
o ensure that the best class of work is put
into buildings, and that people who engage
in the trade have the necessary qualifica-
tions. Through an omission, companies
wer¢ not included in the Act itself, but
the Bill seeks to repair that oversight. If
the amendment is carried, the object of the
Bill will be defeated because companies
will not then require to be registered.
Should a company ecommit a breach of the
Act, no remedy will Jie against it,

Hon. L. Craig: The letter we have ve-
ceived states that the company in question
would not Dbe eligible for registration.

Hon. E. M. HEENAN: The qualifications
for registration are very simple and easy,

Hon, J. J. Holmes: What about com-
panies?
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Hon. E. M. HEENAN: One of the diree-
tors of the company should be able to con-
form to the necessary qualifications.

Hon. L. Craig: Why should not an em-
ployee of a company conform to them?

Heon. E. M. HEENAN: A company is
controlled by its divectors, who, from their
experience, should have no diffienlty in
securing registration. Apparently the com-
pany in question cannof as now constituted
be registered.

Hor. H. 8. W, Payker: It wili not regis-
ter.

Hon. E, M. HEENAX : Why must the Bill
be framed with the object of including that
company ?

Hon. Sir Hal Colebatch: Why frame it
for the purpose of puiting it out of busi.
ness?

Hon. E. M. HEENAN: If this Bill is
passed, I am sure the company will soon
make itself eligible for registration. It
will require only to get one of its dirce-
tors {o make the necessary application.

Hon, J. M. Macfarlane: More than ovne
company will be affected.

Hon. E. M. HEEXAX: T understand that
the Bill has the blessing of praectically
everyone connected with the building trade.

Hon, J. J. HOLMES: The object of the
Bill was to overcome a difficulty which ap-
peared in the parent Aet, and which did not
provide for the registration of companies.
After it was introduced, the measure was
loaded. Dudley & Dwyer, for instance,
acquired a great deal of land and built a
number of houses npon it. They are still
pursuing their normal activities. I am told
that company will have to appoint as a
special director a man qualified in the
building trade. Why should a company
that has been engaged for many years in
its present business have to comply with
condifions of that kind, or go out of busi-
ness? Someone in another place turned
the Bill completely around with the object
of blocking companies of that kind.

Hon. A. THOMSOXN: I do not think the
Bill is loaded or aims at doing an injustice
to anyone. Up to the time of the death of
Mr. Franklin, M.L.C', Dudley & Dwyer bad
on the directorate a practical builder. In
the interests of the shareholders and the
elients of the company, a praetienl bnilder
should be appointed to fill that vacaney. If

[COUNCIL.]

a company 1s geing to engage in work of
this sort, it should de s¢ under the guid-
ance of an expert,

Hon, J. J. Holmes: The directors only
direet the policy of a cumpany.

Hon. A. THOMSOXN : In that event they
have no business to accept the salaries paid
to them, Is it suggested that an unregis-
tered company would be responsible for
the acts of its servants’

Hon, H, 8. W. Porker: Yes. An archi-
tect employed by a company would not
be registered, but he would be a responsible
person.

IHon. A. THOMSOXN: Provision is made
in the Act along similar lines and the Bill
will afford protection to the public as well
as to builders themselves. The main reason
behind the original legislation was said to
be the prevention of jerry building.

Hon. H. S. W. Parker: And now you are
getting at the big people.

Hon. A. THOMSON : If Myr. Parker would
onfy read the Bill as a whole and not con-
centrate his attention on one clanse only,
he would appreciate the position. But here
we have a firm which apparently has eon-
siderable infilnence vver members of this
House—

Hon. Sir Hal Colebateh: On a point of
order, Mr. Chairman, I protest against a
remark of that deseription. T do not know
any member of this particular firm, nor have
I seen any member of it. When T moved
the amendment I mentioned the name of the
firm and its letter. T regard Mr. Thomson's
remark as insulting.

The CHATRMAXN: I did not hear the re-
mark. What did JMr. Thomson say?

Hon. Sir Hal Colebateh: Mr. Thomson
said that apparently this firm has consider-
able influence over members of this House.

The CHATRMAN: T ask Mr. Thomson to
withdraw the remark.

Hon. A. THOMSOXN: I certainly with-
draw it, becanse T had no intention what-
ever of casting a reflection on any member
of this Committer. What T was referring
to was the faet that the very amendment
that was requested by the firm had been sub-
mitted to the Commiitee for consideration.
I think I am justified in saying that. I did
not snggest for one moment that any undue
or personal influence had been exercised, and
I certainly regret that I shonld have con-
veyved any such impression to members. Tn
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my opinion, the Bill provides all that is re-
quired, and I am afraid the proposal before
the Committee will be detrimental to other
firms. They will have to comply with the
requirements of the Act and regunlations
framed under it. The only way to avoid that
will be for the smaller people to form one
large company; then they will be able to do
as they like.

Hon. J. NICHOLSOXN : While Mr. Thon-
son withdrew his statement—

The CHAIRMAN: The statement has been
withdrawn; let that close the matter.

Hon. J. NICHOLSON. The wmatler is
closed, but while the statement made by Mr,
Thomson was rightly protested against and
withdrawn, Mr. Thomson proceeded fo add
insult to injury by suggesting that the
amendment proposed was that which was
suggested in the letter, a copy of which
every member has reeeived.

Hon. A. Thomson: Well, is that correct
or otherwise?

Hon. J. NICHOLSON: I have received a
<opy of that letter, but I do not know who
comprise the company.

Hon. A. Thomson: Nor do I.

The CHATRMAN: Order! I think we
had better return to the principle involved
in the amendment, and leave eompanies and
individuals out of the disecussion.

Hon. J. NICHOLSON: Reference has
been made to the letter each member has ve-
ceived and one has only to read that doecu-
ment and peruse the amendment suggested
therein to realise the reasonableness of the
propesal. I point out to Mr. Heenan as the
sponsor of the Bill and to Mr. Thomson who
supparts the measure, that there is every
justification for such an amendmenti and
every reason why the Bill, in iis present
form, should not be agreed to. If we mecept
it as it stands, the Bill will work the great-
est possible injury to many people in this
State. I understand that the company that
has been mentioned—I may have been misin-
formed, and will be glad to be corrected if
that i» so—employs engineers and others
who have gained their degrees and qualifi-
eattons at the University of Western Aus-
tralia. The company has heen the means
of finding employment for many of our
university gradoates who otherwise would
have had to scek employment elsewhere,
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Hon, (. Fraser: Why cannot they seeure
registration?

Hon. J. NICHOLSON: The Bill would
have the effect of debarring the company
and others similarly situated, from carrying

on operations under the Builders Registra-
lion Aect,

Hon. G. Fraser; Whyt

Hon. J. NICHOLSOX : If the hon. mem-
her will pernse Subscetion 2 of proposed
new Section 10, he will ascertain the reason.

Hon. E. M. Heenan: If the firm employs
these clever young university graduates and
others, ecannot they be registered?

Hon. J. J. Holmes: The company may
register them to-day and they may leave to-
morrow!

11on, J. NICHOLSON: The Bill provides
that at least one direetor of a company must
be qualified and registered under the Act.
As Mr. Holmes pointed out, directors deal
with matters of policy and, generally speak-
ing, are not qualified to earry out highly
technical duties associated with building
operations,

Hon. J. J. Holmes: If a direetor knows his
Job, he leaves that to his manager.

Hon. J. NICHOLSON: If the director is
worthy te hold his position, he will take care
to select as manager a man who will be fully
qualified and have the necessary ability to
carry out successfully the operations with
which the ecompany is associated. If the
director has not nous enongh to do that, he
will not be worthy to hold such a position. A
company that would not employ men with
the highest qualifications would nof coutinue
operations very long.  There is another
aspect. The Bill seeks to involve not only
directors bunt sharcholders of eompanies. Tn
the name of heaven, why should the latter
be included? A sharecholder is no more
concerned with the directing of policy and
controlling the business of a company than
is any member of this Chamber. He has
an opportunity to attend general meetings
of shareholders at which he ean wvoice his
opinions. At those meetings the share-
holders have the right to appoint direciors;
if not satisfied with them the shareholders
can oust them from their positions.

Hon. J. J. Holmes: Sharcholders de not
tleet the manager; the directors appoint
him,
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Hon. J. NICHOLSOX: That js so. There
i~ no necessity for either directors or share-
lwlders to he drawn into this matter. I go
further, A very interesting indieation of
the effect of legislation of this type may be
fvund in connection with the building of the
Sydney Bridge. Highly yualified experts
had to he imported from ountside Australia,
men who were associated with a great firm
of bridge builders. I leok forward to great
developments in this State and in the course
of years we may he able to vie with Sydney
in relation to vast works to be undertaken.
It would he a reflection upon this House and
upon Parliament as a whole if we were to
pass legislation, the effect of which would
be to debar representatives of great engin-
cering companies from taking part in ope-
rations here and, further, debar us from be-
ing able to command the services of such
highly qualified experts. The amendment
35 indeed worlhy of consideration, and 1
hope it will receive the support of mem-
bers.

Hon. Sir HAL COLEBATCH: 1 remind
members that a week or fwo ago we passed
a Bill dealing with the registration of opti-
vians, We took special pains to enable
a firm to earry on, althongh no member of
it was an optician, so long as it employed
men who were registered opticians. What
diffevence in prineiple 15 there belween that
measure and what I now ask the Committee
to agree to respecting the present Bill? We
say these people should be capable of carry-
ing on operations so long as they employ
qualified men, I understand the firm to
which reference has been made, employs
half-a-dozen highly gqualified and certificated
men. What right bave we to say that they
must require at least one of those men and
a director to be registered under this legis-
lation?

Hon. G. FRASER: I agree with some of
the arguments advaneed by Mr. Nicholson
regarding the position of directors and share-
lolders, but I would remind him that that
is not the purport of the whole clause.
There is reference to not only the director
but the board of management, There is a
loophole. We are dealing with people who
are erecting buildings and I consider it
would be a peculiar company which did not
have on its board of management a man
proficient enough 1o seenre registration.
Such a firm should not be permitted to
build.

[COUNCIL.]

Hon. H. 8. W. Parker: The amendment
provides that they shall have a supervisor,

Hon. G. FRASER : The Bill does not need
to he altered. Would the hon. member have
work done by a firm that could not eomply
with the simple conditions set out in the
Bill?

Hon. E. M. HEEXAN: Mr, Nicholson said
that if the Bill were earried the greatest
possible injury would be done to a great
number of people in this State. That ig an
exaggeration.  You, Mr. Chairman, will
agree that time and time again when min-
ing Bills have been discussed, we have heard
that members of the directorate of mining
companies should be gualified mining engi-
neers or men of some standing.

Hon. J. Nicholson: And how many of
them are?

Hon. E. M. HEENAN: Too few of them
ate. The result has been that the publie has
often been taken down, Yet in the great
majority of instances men chosen to become
directors of companies are selected because
of some special experience or knowledge.
All the Bill asks is that in the event of a
building company being ineorporated one
of its directors shall he registered. MMy,
Nicholson also exaggerated when he said
that under the Bill great companies such as
the one that built the Sydney bridge would
be precluded from carrying ont works in
Western Australia,

Hon. J. Nicholson: That is so, becaunse
not one of their directors would be here to
fufil these conditions. They generally send
over engineers.

Hon. E. M. HEENAN: That is tanta-
mount to saying that not one of the direc-
tors of the company that built the Sydpey
bridge would be qualified to register, and
that is absurd.

The CHAIRMAN: The construction of
the Sydney bridge is aneient history, and
I do not think it is covered by the Builders
Registration Aet or the Bill before us.

Hon. E. M, HEENAN: I would be the
last to embarrass those eompanies, but all
companies carrying on mining or building
or thsurance or any other enterprise should
register in acordance with the laws of the
eountry that control the particular indus-
try or profession concerned. If none of the
three or four directors of a ecompany is
qualified to register, then the company is not
going ahout its business in & proper way.
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Hon, C. B. WILLIAMS: I have not been
convinced that the letter from these people
is correct. I intend to support the amend-
ment.

Amendment put and a division taken with
the following result:—

Ayes . . . 17
Noes .. - .. . 5
Majority for .. . 12
AvEs.
Hon, C. F, Haxte Hon. J. Nicholson
‘Hon, Sir Hal Colebatch Hon, H. §. W, Parker
Hon. L. Craig Hon. H. Seddon
Hon, J. M. Drew Hoa. H. Tuckey
Hon, V. Hamersley Hon, P, R, Welsh

Hon. J. J. Holmes
Hon. J. M. Macfarlane
Hon, W, J, Mann
Hon. G. W, Miles

Hon, G, B. Wood
Hon. H. L. Roche
{Telier.)

Nors,

Horn. A. Thomson
Hon. E. M. Heenan
(Telier.)

Hon. G. Frager
Hon. E. H. Gray
Hon. W. H. Kitson

" Amendment thus passed; the clause, as
amended, agreed to.

Clause 4—Who may be registercd:

Hon. Sivr HAL COLEBATCH: I wish to
move aun amendment to subparagraph (ii)
of paragraph (b) of Subsection {2) of pro-
posed new Section 10. If one of the direc-
tors of a company is registered and has all
the neecessary qualifieations, I do mnot see
why he should be prohibited from supervis-
ing the work of the company, and why it
should be pecessary for the company to em-
ploy a person to undertake the supervision.
It has also been pointed out to me that there
might be some companies which have not a
local director. I am not sure as to the best
way to amend the subparagraph, but I sug-
gest that the words “and also, in addifion to
such director or member, when only one di-
rector or member is registered” be struck
out, and the word “or” inserted in lieun. If
that were agreed to, a registered director
would be entitled to be supervisor if he so
wished and the company would not be bound
1o employ a qualified person to carry out
the supervision. I understand that a Bill
relating to this measure was passed last
session, but the matter is again wnder dis-
cussion because mistakes and omissions were
made,

Hon., A. Thomson: That happens with
regard to almost every Bill.

{ion, Sir HAL COLEBATCH: I do not
think it cught to happen. I am not wedded
to the exact wording of the proposed amend- -
ment, but I consider that somethipg along
those lines sbould be agreed to.

Hon, H. 8. W. PARKER: I have a prior
amendment, Provision should be made for
excepting members of the Royal Institate of
Arehiteets, the Institution of Engineers and
other persons who have already been ex-
empted from the necessity for obtaining reg-
istration. T think this was intended, but to
make the position clear I move an amend-
ment—

That atter the word ‘‘registered?? in line 1
of sub-paragraph (it) of paragraph (b) the
words ‘‘or exempt from registration’’ be in-
serted.

Hon. BE. M. HEENAN: I accept the
amendment.

Awmendment put and passed.

Hon. Sir HAL COLEBATCH: I move an
amendment— -

That in sub-paragraph (it) of paragraph (b)
the words *‘and alsp, in addition to sueh director
or member, when only one director or member is
registored’’ be struek out and the word ‘“or?’
inserted in lieu.

Fon. J. NICHOLSON: I suggest that the
words “as the case may be” also be deleted.
There is no need for them. The amendment
would then provide for a qualified director,
a qnalified member of the board of man-
agement or a person employed by the com-
pany.

Hon. Sir HAL COLEBATCH: I accept
the suggestion.

The CHAIRMAN: Then the words “as
the case may be” will be included in the
amendment.

Amendment put and passed.

Hon. 8ir HALL COLEBATCH: A similar
amendment is necessary in the proposed new
Subsection 3. I move an amendment—

That the words ‘‘as the case may be, and
also when only one director or member is regis-
tered’’ be struck out and the word ‘‘or’’
ingerted in lieu.

Amendment put and passed; the claunse,
as amended, agreed to.

Clauses 5 to 7, Title—agreed to.

Bill reported with amendments,
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RESOLUTION—STATE FTORESTS.
To Revoke Dedication.

Message from the Assembly received ana
read requesting conewrrence in the follow-
ing resolution :—

That the proposal for the partial revoeation
of State Forests Nos. 4, 0, 22, 24, 25, 26, 27,29,
35, 37, 38 and 89, laid on the Table of the Legis-
Intive Assembly Ly command of His Excellency
the Lient.-Governor on the 26th November, 1940,
be carried out.

BILL—NATIVE ADMINISTRATION
ACT AMENDMENT.

Second Reading.
Dchate resumed from the previous day.

HON. W. J. MANN (South-West)} [6.22]:
I do not propose to occupy mueh time in
discussing this Bill. I am quite in aeeord
with the proposed amendments to the Act.
Those of us who live in the country realise
that the mentality of the natives—we are
concerned mainly with half-castes these days
—is not very high, but at times their guile
is of considerable magnitude. I have known
of occasions when a foolish white has been
perhaps a little more easy-going with
natives than he should have been and has
been influenced by hard luck tales and placed
himself in a position that bhas made him
amenable to the law, particularly with re-
gard to the supplying of liquor. Some
natives would not hesitate for a moment to
approach ecertain whites and snggest the pro-
curing of lignor for them. The Bill should
have a deterrent cffect. If the native finds
that he, too, will be held liable, wherens
previously he was free to make suggestions
as he thought fit, he will hesitate before com-
ing info conflict with the law. Very few
natives can consume liquor and keep their
balance, and as a rule, when they obfain
liquor, they hecome a mnisance. The Bill is
justified and I hope it will be pasged.

Sitting suspended from 6.15 to 7.30 p.m.

HON. F. R. WELSH (North) [7.31]:
T supporvt the Bill. Any man who has had
much {o do with natives knows how irre-
sponsible they heeome under the influenee
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of aleoholic drink. Anything that can pos-

sibly be done to prevent liquor coming into
the hands of natives should be done. To
make it an offence on the part of a native
to ask for liquor is a step in the right dir-
oction. At present a native can solieit lig-
uor from a white man without fear of pun-
ishment. The native, and particularly the
hetter educated half-caste in the South, at
present has no hesitation whatever in solie-
iting drink, because he knows that he will
et off scot free.  Under the Police Act
and alse under the Native Administration
Act it is necessary for the prosecution to
have any drink found on a native analysed.
I do not know, ineidentally, of a case where
a native has been found with drink in his
possession. In the cireumstances a convie-
tion ts almost impossible. The Aborigines
Department and the police simply cannot
secure a conviction because the native has
noe drink on him. On the other hand, if the
native gives evidence against a white man,
the latter is fined. Frequently the native ‘s
cunning enough not to give evidence, since
at some future time he may be desirous of
obtaining drink, The Bill makes it an offence
for a native to solicit liquor even if he does
not get it. If soliciting is made a punish-
able offence, natives will be chary of asking
for liquor. The Bill is very necessary, and
will be welcomed by everyone who has had
anything to do with natives. Under the in-
fluence of liquor a native loses all sense of
propertion, becomes quite irresponsible, be-
labours his women and children, koocks men
down, and believes himself to bhe the equal
of the white who supplied him with liguor.
This applies more espeeially to the southern
portion of the State, where the natives are
more sophisticated. However, it applies
also to the North, where the natives are be-
coming more knowing every year. Especially
they have no compunetion in trying to get
out of punishment themselves by incrimin-
ating whife men. The proposed amendment
should have been made long age. In the
North it is commen knowledge that to secure
the conviction of a native under the law as
it stands is almost impossible. The police
and the Aborigines Department have been
endeavouring to catch some people involved
in the traffie, but they have not been able to
secure the necessary evidence. The Bill has
my entire support.
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HON, G. B, WOOD (East) [7.36] : I sup-
port the Bill, which represents a gennine
attempt to do something in the natives’ own
interests, An argument which has been
nsed against the measare is that n native
would not give evidence for fear that he
should be eonvicted himself. In my opinion
that is something in favour of the Bill. If
the police are to be dependent solely on the
evidence of a native who has been supplied
with lignor by a white man, they have a
poor old case. In the country recently a
conviction was obtained against a man whom
the police had been watching for years. They
wonld not depend on native evidence, At
last they got the man. He was convicted,
and rightly too. 1 may add that he was
a man of fairly good position in the town.
A good job was made of him when he was
caught. There is a definite flaw in the pres-
ent Act, as the native has to be eanght with
drink on him, when a penalty of £5 ean he
imposed wpon him. It is very hard in-
deed to cateh a native with liquor in his
OSSCssion.

Hon, L. Craig: Yon mean, visibly in his
possession.

Hon. G. B. WOOD: Yes, In a counfry
town there is often a silly young fellow, or
perhaps a man not altogether right in his
head, whom the native gets hold of; and
some of these natives are shrewd, much
shrewder than some of the young men in
country fowns, I have seen a good deal of
this business, not only in the North-West
but also in the South. In aunother place a
Minister supporfed the Bill, saving he
thought that if the measure would have the
effect of frightening natives from going
after liquor its enactment was desirable. My
experience has led me to the same conclu-
sion.  Surely anything we can de to uplift
the natives should be done,  Certainly it
would uplift them if they were prevented
from obtaining liquor. A native is not
like a white man, in that it takes very little
drink to upset a native.  Therefore I sup-
port the Bill.

Question put and passeq.

Bill read a second time.

In Committee.

Hon J. Nicholaon in the Chair; Hon. A.
Thomson in charge of the Bill.

Clause 1—ngreed to.
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Clawse 2—Amendment of Seetion 148:

Hon. A. THOMSOX: I move an amend-
ment—

That the following paragraph be added to the
clause:—** (b) by adding to the section after
Subseetion 4+ a new subsection, as follows:—
¢(5) In any proceedings for an offence against
any of the provisions of this seetion, any liquor
mentioned in the complaint or information as
being fermented, spirituous, or other intoxi-
cating liguor shall, until the contrary is proved,
he deemed to he formented. spirituous, or other
intoxicating liquor,” **

I trust the Commitiee will agrec to the
amnendment.

The CHIEF SECRETARY: 1 support
the amendment,  Oune of the drawbacks to
the Native Administration Aet as it stands
is that it does not contain a definition of
what liquor is.  Cousequently any proeced-
ings taken against a native under that Act
relative to liquor necessitate the liquor con-
cerned being analysed, and a certifiente be-
ing obtained from the analyst stating fhat
it is fermented liquor. Therefore this amend-
ment is highly desirable, It will prove of
great assistance in the administration pf the
Aet.  With this amendment,  {he  Native
Administration Aet can be uSed instéhd of,
as at present, the Licensing Act.

Amendwment put and passed; the clause,
as amended, agreed to.

Clause 3, Title—agreed to.

Bill reported with an amendment.

BILLS (3) FIRST READING,

1, Employment Brokers Act Amendment.

2, Farmers' Debts Act
Amendment.

3, Profiteering Prevention Act Amend-
ment (No. 2).

Received from the Assembly.

Adjustment

EILL—FISHERIES ACT AMEND-
MENT.

Assembly’s Message.

Message from the Assembly received and
read notifying that it had agreed to Amend-
ments Nos. 1, 2 and 3 made by the Couneil
and also to Amendment No. 4 made by the
Council, subject to a further amendment.
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MOTION-ECONOMIC PROBLEMS.

Commonwealth Benk and National
Credit,

Debaice resumed from the previous day
on the following motion by Hon. Sir Hal
Colebatch (Metropolitan) ;—

That in view of the resolution carried in the
Legislative Assembly on Wednesday, the 6th
November, and ordered to be transmitied to
the Commonwealth Government, regarding the
use of the national eredit through the Com-
monwealth Bank, it is desirable that the Prime
Minister be informed that such resolution has
not the support of the Legislative Council, and
that in the opinion of this branch of the Far-
liament of Western Australia, national eredit
in the form of bank issues should be used with
caution and discrimination in order that pub-
lic confidence and the economic stability of
the country may be maintained,

HON. H. SEDDON (North-East) [7.48]:
In supporting the motion moved by Sir Hal
Colebateh, I desire to say that, with him,
T feel how dangerous it is for this Chamber
to he associated with the resolution passed
by another place. Several features of the
resolytion cause me considerable coneern.
It says, ‘‘That in view of the deplorable
shortiire of‘;roney"—a phrase in itself ex-
tremely significant, but it is followed hy a
statement that it is impossible for our
people to live at a standard approaching
decency under the preseni monetary sys-
tem. Then the resolution directs that the
Prime Minister shall be requested to give
immediate effect to the resolution passed
last vear. The resolution goes on to point
out the deplorable state of our farming in-
dustry and the ever-inereasing poverty and
unemployment in our midst, and it requests
that the national credit of the Common-
wealth shall be used in the cause of de-
fence, the primary industries and the gen-
cral welfare of the people of Australia, by
and through. the Commonwealth Bank with-
out inflation or any charge. During the
conrse of this dehate a remark was made
that it was not intended we should embark
on an academic discussion. With a view
to keeping the debate on realistic lines, 1
say at onee that in my opinion to give effect
to the resolution would not be academie, it
would be a financial miracle. My reason
for saying so is that these experiments
have been tried again and again. The
neavest approach to success was the policy
adopted by the German Government during
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the four years preceding the war. Even so,
with all the powers available to the Ger-
man Government througbh a dietatorship,
(ferniany arrived at a catastrophic position,
and was compelled to embark on the poliey
that involved it in the present war. The
policy that Germany adopted was that the
foreign trade of the country was held by
the Government. A person could not buy
sizpennyworth of goods outside Germany
without the approval of the Government,
nor could he sell the same quantity of goods
outside of Germany without obtaining the
like approval. Germany introduced a
foreign trade policy which compelled other
ecountries to give Glermany eredit, and so
Germany continued to hold the trade of
those countries in its own hands by saving,
““We cannot afford to meet the bills we
have incurred unless you take German
goods.”

The goods that were sold to those eoun-
tries were not always goods Tequired
by the countries compelled to take them.
Very frequently the goods were of no use
to the other countries, which had to arrange
to market German goods in order to secure
payment of the aceount that Germany owed
them. KEven then, payment was arranged
only by their giving Germany further
credits. That was Germany’s poliey with
regard to external trade. With regard to
the internal position, investment of eapital
was directed through governmental chan-
nels. All profits were taken and held by
the Government. The workers were re-
duced to a position of virtual economic
slavery; im addition, the national ineome
was mortgaged for two years ahead in
order to meet Germany’s tremendous pro-
gramme for the war. Things beeame so
eritieal that at last the only way in which
Germany eounld get out of the trouble was,
firstly, by peaceful aequisition of foreign
territory, and, secondly, by epgaging in the
present war. Germany has been able to
do this because it has been living on the
resourcees of the countries which it has con-
quered. That has been demonstrated again
and again. She has taken all their goods
into Germany, is living upon their wealth
and has reduced them to the same slavery
that formerly was imposed on her nwn

people. The position in Europe to-day. as
everybody knows, is critical. There is
every  possibility that we shall  =ee
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the greatest catastrophe of modern times be-
falling the enslaved nations, unless Germany
ean be defeated. Germany can only be de-
feated by a British victory; and a British
victory ean only be achieved by conserving
all the resources mot enly of Great Britain
but of the Empire, and guarding them
against attack and against dissipation at
the hands of these who do not understand
the simple laws underlying monetary sys-
tems. In that matter Australia has a most
important part to play. It is for that rea-
son 1 view with grave concern the wild
ideas about finanee which have been steadily
spreading throughout Australia, especially
among the farming communities. While
these ideas may have arisen through the de-
sire of some people to endeavour to study
these things for themselves, for the most
part they must be regarded as deliberate
and insidious propaganda influencing our
workers and farmers in an attempt to un-
dermine the financial strengih upon which
we must rely if we are to carry this coun-
try through and play our part in the great
fight in which we are engaged.

Hon. G. B. Wood: Would you suggest
there is anything wild about the resolution
passed by another plaee?

Hon. H. SEDDON: Yes.

Hoen. G. B. Wood: The resolution defin-
itely says “withont inflation.”

Hon, H. SEDDON: And also ‘“without
charge.” I will deal more fully with that
point later. It is necessary, for the infor-
mation of the general public, for us to ap-
proach the question of monetary systems and
banking, and the simple laws underlying
those systems. First of all, we must have
some definitions. The first thing to be de-
fined is money. Money is defined—and the
definition 15 aecepted by all students—as a
medium of exchange, as machinery to en-
able exchange of goods and services to be
carried ount, and also as a means of express-
ing values. Those are the two main fune-
tions of money. One point that must be
borne in mind by all who discuss the ques-
tion of monetary systems is that money is
not wealth. Money definitely is not wealth;
it is an expression of value, 8 means of ex-
change. That is the begioning and end of
its function. In order to be effective, a
standard must be defivite. It must be the
same at any time, anywhere; otherwise it
cannot be a standard. I realise that im-
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mediately the question will be raised about
the purchasing power of the pound. There-
fore, it will be said that the pound is not a
perfeet standard., Quite true again. But
on the other hand, as long as the pound is
definitely related to an international stand-
ard, the variation is not only much less, but
it is not so rapid as it is under
the system now heing adopted—fre-
quently perforce, beeanse of circumstances
arising largely out of the present war.
The standard that las heen adopted down
the ages has heen gold. We can go back
as far as we like and examine any system
of government we like and we will find that
the hasis has always heen gold. As soon
as any standard of civilisation was reached,
gold became the basis. There were defin-
ite reasons, = The first was that it main-
tained a uniform value, the second that it
was comparalively small in relation to its
value, and the third that it was acceptable
anywhere, To give gold its standard value,
it was minted and stamped as tokens called
coins. The coins or tokens were stamped
so that the people might know that they
represented a eertain amount of gold; and
history has shown that the gold has been
more honest than governments, becaunse the
depreciation of currency, as Sir Hal Cole-
bateh pointed out last night, began very
carly in the world’s history. History has
shown ns thal gold has been more honest
than governmoents.  An enterprising mon-
areh, once tinding himself short of funds,
realised the possibility of taking a little gold
out of the eoins. What was the result? Im-
mediately good money began to pass out
of eivculation and the more worthless money
was used everywhere, This eveninally
emphasised and demonstrated the law of
currency stated by a London merchant
banker named Gresham, and from this eame
what was known as the Gresham law, which
declared that bad money drove good money
out of eireulation,
Hon. G. B. Wood interjected.

Hon. H. SEDDOX: I am pointing out
that when the pound depreciates, bad money
drives good money out of circulation. Some
ten years ago the Commonwealth Govern-
ment found that it was losing gold from
the ecountry. Why? Owing to the un-
balanced external trade, the Australian
pound was not worth its face value. On
the face of the pound note was printed that
the note could be exchanged at the Common-
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wealth Treasury for ome pound in gold.
The Commonwealth Government immedi-
ately set to work to remedy the position and
how it did that was by depriving the people
of the right to exchange the note for golq,
and the note became simply a fiduciary issue.
People who had gold in their possession kept
it, and they have kept it until to-day, prov-
ing the law which was stated in the time
of Queen Elizabeth that bad money drives
ont good money still operates.  Now, in-
stead of finding on the faee of the pound
note that it can be exchanged for gold, we
read that the note represents one pound in
Australian curveney.  The position is that
to-day we have a monetary system which is
not tied to gold, and like any other system
which departs from that prineiple, we find
that Governments, no matter how much
they may try to be honest, sifecumb to eir-
cumstances thar are too much for them.
That has been proved over and over again.
Unless money is definitely tied to a base
which is stahle the system will fail, because
men are dishonest, though not deliberately
dishonest in every case. It is because men
are dishonest tbat the basis must be gold
or something possessing equivalent stability.
I want to make that clear. We must get
hack to somw standard and stick to it in
order to preserve the emrrency. Onee you
get awax from the gnarantee, onee you get
on to a note issue as the currency divorced
from gold, there s always the temptation
to abuse it.  Several countries have done
that.  Germany did it deliberatelv. Ger-
many destroved eurreney and the means of
exchange and also destroved the type of
wealth that was frequently vepresented by
currency.  What was the result?  Moer-
chants simply closed right up.  People
were unable to negotiate veal wealth that
was in their possession for the things that
thev needed.  Preasants came into the towns
where they were offered valuable articles in
cxehange for food.  The peasants did not
realise the value of those articles, and wounld
not acecept them in exchange for food. So
in one stroke Germany wiped out a tremend-
ouns amount of negotiable security and
also struck a blow ab the wages of
German workmen and the incomes of people
who had made prevision for their old age.
Before this war vou eould see in Germany
highly edueated men of seicnee, men whose
work stood out in their own field of science,
men who were a long way ahove the average,
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glad to accept work at £3 a week.  As soun
as the workman received his wages
he shot off the shop boy to a shop to huy
the goods he needed before the prices went
up.

I intend to show to what extent we have
exploited national eredit already, and how
serious it is to interfere with it. We should
be very careful lest we destroy confidence.
One of the symptoms of inflation is this:
Immediately money is issued prices rise and
wore is required. We see that symptom
arise. e cannot go on ignoring the nat-
ional laws governing monetary systems. In
this ease it is known as the guantity theory
of money. The quantity theory of money
can he expressed in this way: So long as
the money in eirenlation bears a eonstant
relation to the goods and services that are
produced there is stability; but immediately
you inflate that money, when yon put out a
greater quantity of it, the value of the money
in relation to the goods and serviees is ve-
duced. In other words, prices rise and that
is the immediate effect of embarking om
fiduciary issues. As has already been pointed
out, that is what happened in Great Britain.
Incidentally, this law—it is a law—the guan-
tity theory of money, demonstrates the
dangey that ean arise from the nnwise nze
of the currency. While the general price
level rises certain commodities which are a
olut on the market de not respend. They
found that out in Ameriea, and they alse
found out there that the very industrics
they were trying to stimulate by increasing
the emrency would not respond, but the
egeneral price level all round was rising.
Thus those industries were suffering hecause
their costs vose while the value of the ypro-
duet remnined the same under the pressure
of the surplus; in other words, the explana-
tion was not te be found in the shortage of
money; it was to be fonnd in the ili-balanced
economy of the country. Let members re-
call the time when this country faced a
crigis 10 years ago. They will remember
that a great finaneier eame out from Lon.
don to examine our position. He pointed
out and stressed what many people in Aus-
tralia had been pointing out and stressing,
namely, that the currency of the eountry was
ont of balance, and because it was out of
balanee, it was in a dangerous paosition.

Hon. A. Thomson: It is eut of balance
now.
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Hon. G. B, Wood: Yes, because of our
adverse trade balance. That is the princi-
pal factor.

Hon. H. SEDDON: It is one of the fae.
tors. We must take these laws inte eon-
sideration. When these proposals are ex-
amined we must remember that these are
natural laws, not laws made by members of
any council chamber, but natural laws. The
money token of countries varies. There is,
however, one international standard, in that
all are tied to gold. Because of that, one
can be expressed in terms of the other.
Whilst that is so, it is possible to earry on
trade with a minimam of disturbanee. Im-
mediately a connfry varies its curreney all
kinds of complications arise. The man who
is importing does not know what the goods
will cost him when they arrive in his own
couniry, and the converse oceurs in the ease
of the man who is exporting. We must
vealise the narrow margin of profit that ex-
ists in trade between countries. We must
see how easy it is to bring about serious
loss and consequent disturbance of internat-
ional trade. Where the currency of a coun-
try has been depresiated, exchange iumne-
diately goes to a premium, The salanee of
{rade hetween countries is fixed vn a re-
lationship that is based on the value of gold.
There is the cost of shipping gold from one
country to another. That is ealled the gold
point. That cost represents the difference
hetween buying and =elling gold from une
country to the other in order that the re-
lation<hip between the dollar and the pound
remains on an eqguai basis.  Vf the trade

bhalanee is  seriously  disturbed  gold
must move from the onc country to
the other. Tn rAustralia we have ig-
nored that faef, nand have persisted

in ignoring it.

For many years the balance against
this country was redressed by loans,
and eonsequently Australin evaded the int-
mediate effeets of a third law.  The third
law states that to maintain trade hetween
country and country it must balance.
Although that may be ohseured by borrow.
ing sooner or later, we have tu come back
to our basix, that of the halance of trade,
Puaper money varies considerably, There is
one important faetor that has to be con-
sidered when we are dealing with paper
money, and that is the effect of war. I
pointed out where the issue of eurreney
made the price of goods rise above the exist-
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ing limits, War eauses the destruction of
wealth. The destruction of goods is effected
by war and the power to produce goods is
also affected by war. This leaves money in
eireulation, although it destroys the wealth
nnder it. Prices rise because the value of
money has fallen in relation to the actual
wealth—the volame of goods—in the coun-
try behind it. I pointed out how through
the rigid control of prices and trade in Ger-
many that country was able to survive in
the face of all these laws. But the result
was that the accumulated effect of all these
things drove that country to war. Unfor-
tunately we in Australia de not appreciate
these facts.

My remarks have dealt with ordin-
ary tokens of the ecountry or paper cur-
reney. I will now deal with banking, which
is an extension of the monetary system.
That extension has bheen adopted for two
or three simple reasons. First of all it en-
ables us to earry out our financial dealings
and makes transactions cheaper, easior, and
move effective.  In the old days a man
settled a debt of £1,000 with £1,000 worth
of gold. Under the system of banking as
we know it a simple adjustment is made of
one gecount against another. Book entries
are made, one of which cancels the other.
All the physical labour involved in handling
gold to scttle aceounnts is therefore done
away with. Banking is subject to the na-
tural laws, just as curreney is. The same
laws apply. The great volue of banking is
the faeility it provides for the granting of
loans, in other words for the creation of
eredits.

Hon. G. B, Wood: A credit withont any
hacking sometimes.

Hon. H. SEDDOX: Yo. Let us-examine
the word “eredit” from a dictionary point
of view. According to the dictionary credit
meons te put frust in, being worthy of trust,
an expectation of futnre payment for pro-
porty transferred, amounts placed at the
disposal of a person by a hank. A bank docs
ot place money at the disposal of a per-
son unless it trusts bim. Once the principle
of every-day honesty is destroyed, to that
extent confldence is destroyed. Our banking
system rests on a foundation of confidence
and must be honest to eontinue. The central
baunk system of Great Britain is an illustra-
ttan of that. During ordinary times the
whole of the banking system of Greai Bri-
tain converges on the Bank of England, that
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bank being guided by the balance of trade,
hy production, by the invisible exports that
bring in revenue to the country, and by re-
gard for the general conditions controlling
the mounetary system of England, keeping
it within fine limits by means of the bank
rate which stabilises the banking policy.
Business 1aen and financiers are ever on the
wateh for any sudden disturbance in the
finaneial ‘position of the world. They know
the foreces that are operating. If the hank
rate remains siable there is nothing for
them to worry about, but if there is a vari-
ation in the bank rate immediate concern
is evidenced amongst the financial institu-
tions of the conntry and appropriate action
is taken. The English banking system was
auch that not only had it the confidence of
the whole of the commercial community of
Great Britain, but it enjoyed the confidence
of the whole world. When countries were
unable to carry on their trade through their
erdinary commereial channels beeanse other
countries would not trust them, their trade
was carried on by bills on Lendon. A bill
on London or a Bank of England note, prior
to the war was accepted without guestion
in every part of the world, because cvery
country had confidence in the fact that Eng-
lish ¢redit was unassailable,

Hon. ¢i. B. Wood: And what was the re-
sult, huge debts that will never be paid?

Hon. . SEDDOX: That is a considera-
tion outside the operations of this powerful
mechanism. T will deal later with that ques-
tion as applied to Australia, There is one
peenliar fact about the English banking
system that many people do not take into
aceount. The Bank of England is a pri-
vate eompany, though it is regarded hy
many people as a national bank, and is in
faet the nations hank of Great Britain.
Anyone can buy Bank of Ebngland shares,
and vet the whole banking system of Eng-
land is regulated by the Bank of England.
The whole of the financial world of London
takes its ene from that bank. In the case of
the Commonwealth Bank, it is a national
institution in every sense of the word, s
well as an important one. This fact answers
a lot of the queries and questions that are
raised eoncerning our financial system.
Credit resolves itself into integrity. One of
the theories sbout eredit to-day has heen
arrived at because people will not study the
way in which banking operates, and the lim-
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its within whiech it must keep itself in order
that it may have continunous operation. The
basic principle is this. With our ordinary
currency goods and services pay for goods
and servieces, and money jis the medium by
which the adjustment is made. If is just
the same in banking. The adjustment or
transfer is made in the same way. Wealth
and services must pay for wealth nnd ser-
vices, If this is not so, our system fails
and chaos follows, Then there is the ques-
tion of creating credit. That i3 done by
means of loans against securities. The seeur-
ities are of two kinds. First there is the
material security, namely goods, and sec-
ondly and more important there is the
personal secarity, the integrity of the per-
son who is borrowing, When Pierpout Mor-
gan, the great American banker, was called
npon to give evidence hefore a Royzl Com-
mission that arose out of the American
banking crisis in 1907 there was one por-
tion of his evidence that shook the American
nation, and did much to allay the panie
and suspicien existing, He said a lot of
people did not understand what credit
meant. Credit was more a guestion of the
man than the amount of security being put
up. Again and again he had, he said, given
large eredits to a man on his word without
any other securily whaiever. He did so be-
cause he trusted that man. Credit is con-
fidence, and that is an illustration of il. I
want to deal with the eircumstances related
by Mr. Wood, circumstances associated with
the outbreak of war in 1914. 'What the hon.
member s0id was quite corveet. The out-
break of war in 1914 cansed such a tremen-
dous dislocation in London that the banks
had to close their doors. Instead of closing
for the ordinary bank holidays, they re-
mained shut for four days. For that course,
there were two reasons. Banking is earried
ont by preserving certain ratios that san
only he maintained under favourable condi-
tions, when trade is being carried out in a
normal, ealm, peaceful manner. War im-
plies anything but that. At the onset of the
war there avose a demand for money, For
that there were two reasons. The first was
that many people wanted to make sure that
the money or eredit they had at the time,
was in their own hands; secondly, one of the
tirst steps taken by Germany in 1914 was de-
liberately to exploit all possible advantages
derivable from Rritish rinanee. She fired
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into the British market all the negotiable
instruments on which she counld plaece her
hands. Germany did so in an endeavour to
draw from Qreat Britain all the gold and
all the purchasing power that .she could.
Those two factors, together with the cirenm-
stanee that the people of Britain aé that
stage had never faced the menace of war—
they bad all the fears ol war but none of
the experiences of war—constituted elements
that even the British banking system could
not stand uwp against, in view of lhe tre-
mendons hlows aimed at it. The only way
in which confidence could be restored in or-
der to enable the system to carry on was for
the British Government to get behind the
banks and pledge the credit of the country
in the intererts of those institutions.

Hon. G. B. Wood: National credit!

Hon. H. SEDDON: The Governament is-
sued Treasury notes which were aceepted
and the worst panic and fears of the people
were stayed. What was the ultimate effect?
Prices began to rise and immediately the
banks came back to the Government and
said, “We cannot do any more of this. To
do it will result in inflation.”

Hon. G. B. Wood: You arc telling only
half the story.

Hon. H. SEDDON: I am telling the full
story. '

Hon. . B. Wood: No, you are not.

Hon. H. SEDDON: Yes, the whole story.
The result was that a policy, such as we
pursued in  Australia, was adopted in
Britain, and the Government floated loans,
Those loans were taken up through the
banks, not by the banks, and by the cus-
tomers of the banks. They were taken up
by the nation and by America in an en-
deavour to find means to carry on. It wasg
not claimed as sound finance; it was finance
of neceossity, the finaneing of a nation fight.
ing with its back to the wall, in which
everything had to be sacrificed in order to
win vietory.

To come back to a consideration of the
position of the Commonwealth Bank. Many
people eriticise that institution. They have
criticised the actions of Governments in
dealing with the constitution of the Com-
monweatth Bank. I shall refer to that
phase. Most of us are aequainted with the
history of the Commonwealth Bank. Two
Aets were passed by the Federal Parlia-
ment in 1910. One dealt with. the _issue of
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notes. Ry the passing of the .\ustralian
Notes Act, the whole of the paper eurrency
of the Commonwealth was taken over hy
the Federal Government on certain lines.
Provision was made so that there was 10
be gold held in reserve and that gold had
to be in a certain proportion to the notes
issued. The proportion set down at the
outset was 25 per cent. The proportion
throughout the war period was never less
than 33 per cent. There was that munch
gold behind the note issue of Australia.
Then the Commonwealth - Bank Act was
passed and the hank started operations. A
lot of people said that the Commonwealth
Bank started without capital. True! But
the Commonwealth Bank started with the
advantage of two very important pro-
visions. The first was that it was authe-
rised to raise £1,000,000 of capital by the
sale of debentures. The second was that
on the day the bank opened the Com-
monwealth Government lodged with it
£2,300,000, representing the funds {o the
credit of Government departments. That
was the eapital with which the bank com-
menced operations. For three years it
worked at a loss, but it still did not issue
debentures. It operated on the Govern-
ment funds placed at its disposal and &t
the end of four years showed a small profit
on its operations. The Commonwealth
Bank demonstrated its value to the eountry
during the 1914.18 war. During that
period, in c¢onjunction with the trading
banks, it carried ont the flotation of all war
loans, which enabled Australia to finance
its war operations. The position created in
1910 continued nrtil 1920, in which year
the note issue, which had all through that
period been controlled by the Treasury,
was handed over to the Commonwealth
Bank. That is to say, the note issue was
handed over to a hoard of the Common-
wealth Bank. In 1924 the constitution of
the Commonwealth Bank was altered. Sir
Dennison Miller, who had earried the bank
through alt the strain and difficulty of the
war period, died, and the Commonwealth
Government altered the constitution of the
bank to the extent that it placed it under
the control of a hoard of seven directors,
one of whom was to retire each year. The
hoard was appointed by the Government
having regard to the major industries of
Aunstralia. It was recognised that the best
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way in whieh the banking poliey could be
operated to serve the interests of the eoun-
try was by having the point of view of
those industries upon which Australia de-
pended, represented on the board.

Hon. G. B. Wood: Do yon believe that
change was the right step?

Hon. H. SEDDON: I believe it strength-
ened the Commonwealth Bank more than
any other step hitherto taken, becanse it
placed the bank upon the sure foundafion
of the prosperity and wealth of the coun-
iry and in close touch with conditions in
industry. The profits of the bank under the
Commonwealth Bank Act were dealt with
by arranging that one-half was to be de-
voted to the national sinking fund to pay
off the national debt, and the other half
was to be placed in & reserve fund. Under
the 1924 Aet those reserves were eapital-
ised and the capital of the bank first came
into existence as anticipated under the
legislation. In 1924 the capital account
stood at £2,300,000 and the reserve funds
at £2,200,000. Another effect was that the
Commonwealth Bank became a bankers’
bank. That was meost important. It re-
sulted in all the trading banks heing eon-
trolled by the Commonwealth Bank. The
effect was to subordinate the trading banks
1o the dominating control of the Commen-
wealth Bank to the extent that all Gov-
ernment loans were arranged by the Com-
monwealth Bank. Australia’s gold was
taken over by the Commonwealth Bank.
The Assoeiated Banks settled their ex-
changes through the Commonwealth Bank,
which was a very important provision.
The Associated Banks had to supply
the Treasury with quarterly statements
of their assets and liabilities. In other
words, there was correlated the relation-
ship between the Commonwealth Bank—
the people’s bank—and the trading banks.
That placed the Commonwealth Bank in
control of the Associated Banks and those
who carried on the ordinary trading banks
were in all respects and under all conditions,
dominated and econtrolled by the Common-
wealth Bank, TLet members not forget that,
because it is very important. The Common-
wealth Bank controlled the note issue and
there could be no tinkering with the currency
except with the consent of ¢he Common-
wealth Bank. Currency and the note issue
were the provinece of the Commonwealih
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Bank and that was, I think, never so strik-
ingly demonstrated as in 1930, when a pro-
posal was made by the then Commonwealth
Government to issue £18,000,000 on the na-
tional eredit. The Governor ¢f the Coramon-
wealth Bank said, “No.” Pressure was
brought to bear on him, but he stood fast.
Because he stood fast in that period of
trial, he did something more; he restored
confidence, which had been very seriously
shaken in connection with our Australian
banking system. That change was apparent
because people felt that here we had in the
Governor of the Commonwealth Bank a man
who was prepared to stand up to the sitna-
tion in the light of what his banking ex-
perience had taught him, Here was & man
who was charged with the duty of control-
ling our banking system and when he
realised that the method proposed was wrong
and contrary to sound banking practice, he
was prepared to exercise to the full the
powers vesied in him by the Commonwealth
Parliament. Realising that was the posi-
tion, the people knew that the Governor was
a man who would say, “I refuse to sanc-
tion this procedure.” So long as that power
is retained and the bank is not made sub-
ject to political influence, so long shall we
be able to maintain a strong and well-
established banking system,

The Commonwealth Bank controls foreign
exchange. No trading bank can make use
of foreign ecredits without the sanction of
the Commonwealth Bank. Tf any hon. mem-
ber tried to send money out of Australia
through his private bank, that money wounld
have to go through the Commonwealth Bank
before the right to export it conld be ob-
tained. That, together with the control of
the note issue, places two fundamental fac-
tors, stabilising Australian finance, in the
hands of the hoard. The question that ¢on-
fronts the hank to-day is that of carrying
this country through the tremendous strains
and stresses ereated by the war in which
we are engaged in our fight for existence.
Banking is an art founded on scientifie laws,
and all the practical experience gained in
the past will have to be availed of to carry
our banking system through in safety.
The banking people know what we can-
not know, and that is why I regard
motions, such as that agreed to in the Legis-
lative Assembly, as most mischievous.
The passing of such a motion must cer-
tainly tend to embarrass the operations of
people whose duty is to maintain the con-
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fidence ot the people. The motion was a
pronouncement by a representative and re-
sponsible body, and it must have a serious
cifect up on public opinion generally and
especially that section which is now suffer-
ing disabilities and diffienlties. As Mr.
Cornell pointed out last night, the only tri-
bunal to discuss the question would be the
Federal Parliament, and even that body could
not know the whole of the factors associated
with the use of national eredit.

Many people labour under the impression
that we do not use the national credit. As a
matter of faet we arve using it all the time.
Let me point ont that under normal coudi-
tions a eertain smount of real wealth is
conserved every year. In no country, un-
Yess it is in a very bad way indeed, is all the
popalation living beyond its means. Conse-
quently there is a cextain limit within which
a country may utilise the national eredit, and
that is in relationship to the value of the
wealth conserved. How is that value to be
ascertained? There iz one indieator, and
that is that the general price level remains
steady. T wish to vefer to several matters
of which the Chief Secretary spoke last
night mainly regarding onr debt position.
The debt position is simply a demonstration
of the extent to which we have utilised the
national eredit during the 1914-18 war and
since. When we vealise the degree to which
that credit has alreadv heen used, we must
appreeiate that it conld he a very serions
matter to ignorantly earry that practiee fur-
ther,

The Commonwealth Government war debt
to-day is very much less than it was in
1918. The amount owing to-dav is
£263.750,000. The Commeonwealth war debt
for the present war to the 30th June last was
£32,500,000. The Commonwealth debt for
works was £199,000,000, Thus the total
Commonwealth debt was £453,333,333. The
total debts of the States to the same date
was £905,750,000. So when we talk about
using the national evedit, even without {ak-
ing into consideration the hurdens of the
war, the Commonwealth Government has not
used the national eredit to one-half the ex-
tend that the States have done. There is a
sinking fund in operation. Tast vear the
contribution from the Commonwealth alone
was £4.4 millions. and that sinking fund bhas
been devoted to redueing the debt of the
Commonwealth. As T have pointed out, the

2271

old war debt of the Commonwealth has heen
steadily diminishing year by year. The in-
terest on the Commonwealth debt for the
yvear ended the 30th June, 1940, was £13.5
millions an¢ on the States’ debts £33.9 mil-
lions, a total of £47.2 millions. That amount
has dropped considerably; it was over £50
millions prior to the big conversion, so
that as far as the Commonwealth is con-
cerned, it has not enercached uwpon the nat-
ional credit to the extent the States have
done.

What is the present position? It is very
interesting. When we examine the balance
sheets of the private banks, we find that
Government loans held by them in 1937
totalled £39.5 millions and in 1940 £81.7
millions. Taking the Commonwealth Bank
and the general banking department control-
ling the general banking and the Rural
Credits Department, the amount was £27.5
millions in 1937 and £22.5 millions in 1940.
In the Note Issue Department, debentures
and other securities totalled £38.5 millions
in 1937 and £54.3 millions in 1940. Savings
Bank, Government securities totalled £91.8
millions in 1937 and £107.6 millions 1in
1940. Publie authorities, which would be
loeal anthorities, totalled £31 millions in 1937
and £33.7 millions in 1940. Members will
thevefore see that the national eredit has
already been used by the Commonwealth
Bank Board and the bankers of this eoun-
try, firstly to assist to overcome the disahili-
ties being suffered by the primary industries
and, secondly, to meet the elaims oceasioned
by the onset of war. Of notes issued hy
the Commonwealth Bank Board, those held
by banks totalled £14.4 millions in 1937 and
£13.9 millions in, 1940. The notes held by
the public totalled £35.1 millions in 1937
and £46.9 millions in 1940, an increase of
£11 millions in the note issue held by the
public from 1937 to 1940. That is a very
important indication; certain of the people
have started to hoard wealth.

When I started my address, I endeav-
oured to drive home the point made
by Sir Hal Colebateh that the con-
fidence of the public has heen shaken.
That is the danger I fear from the
resolution of another place. That is why T
add my voice to that of Sir Hal Colebateh
in asking this House, at any rate, to dis-
sociate itself from the terms of the resolu-
tion and show the Commonwealth aunthorities



that we are prepared fo recognise that the
issue of national credit must maintain the
confidence of the publie, whereas the reso-
lution of another place can only have the
etfeel of destroying public confidence. The
Chief Seeretary, in the course of his very
interesling remarks made some points to
which I wish to refer. He pointed out that
the poliey of his party in regard to the use
oi national eredit is the nationalisation of
banking and evedit; national control of in-
terest, nattonal direetion of investment. The
tull statement of the Minister wa~—

National contrel of eredit to ensure its ade-

quacy in putting to work the idle hands that
the Counnonwealth Government failed to employ
in peace-time and in using the full physieal
and manpower resources of the nation to earry
on the war. National control of interest
rates to keep to the minimum the monetary
amd eapital costs of the war and production
and industry generally. National {ireetion of
investment.
I want to say that if these powers were ex-
ereised, we would need to have very capable
and thoroughly experienced banking people
in control. National control of eredit,
if it means anything at all, means
the placing of the control of eredit
in the hands of one institution. The
position  regarding credit fo-day is
that we have the trading banks, which
arrange individual eredits, and also the Com-
monwealth Bank, and we have the advantage
of eompetition. There ean be no question of
one credit anthority elosing its doors and
saving, “You shall not have any ecredit.”
If the individual could not get accommoda-
tion at one bank, he would have a chance
of gettinz it at another.

Hon. G. B. Wood: Did not you say that
the C‘ommonwealth Bank practically cou-
trolled the Associated Banks?

Hon. H, SEDDON: Yes.

Hon, . B. Wood: You are saying some-
thing quite different now.

Hon, H. SEDDON: I am not. 1 say the
{'ommonwealth Bank practicaliv controls the
poliev of the trading banks.

Hon. G. B. Wood: You just spoke of
competition.

‘Hon, H, SEDDON: Yes, there is room
for competition between the banks, The
hen. member should not forget that eompeti-
fion has to be carried on under gertain
rules. When an individual bank allows its
tash reserves to fall below a certain pro-
portion of its deposits, it i in Janger and
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must take steps to restore the balance. The
position might be concealed for a time, but
eventually it becomes knowt, and immedi-
ately it is seen that the ratio is below the
danger mark, the bank knows that its eredit
is in danger. It knows that its depositnrs
will lose conftidence in it, and that is the last
thing a bank ean stand. Regarding the bank-
ing ratio we have a definite value, and this
controls the amount of credil that a bank
can 1ssue.

The Minister spoke of the control of in.
tercst rates. This control has heen practised
for quite u long time, with the result that
the natural priece of money—interest—
is kept pegged at a certain figure. The eftect
of this has been that a certain amount of
money has been made available for loan
investnent in Government securities, and a
very niuch larger amount has been invested
in industries. As a result, industries in
Australin have benefited accordingly. In-
vestors have been able to receive Detter
returns for their money by investing in in-
dustrial eoncerns. There has been & lot of
eriticism of some of those concerns. I did
not want to mention the name of any of
them, but therc is one that I will mention
hecause it is the subject of much eriticism,
and that is the Broken Hill Proprietary
Co. Ltd. 1If there is one thing that Ans-
tralia has reason to be thankful for to-day,
it is the fact that there is a Broken Hils
Proprietary Co. operating in Australia that
had the courage and foresight to establish
steel works and secnre teams of experts who
knew how to work steel and enable this
country to be independent of the position it
was in during the 1914-18 war. During that
war we had to depend on the efforts of great
Britain and other countries, hard-pressed
though they were to meet their own warv
requirements, to make available supplies fo
us,

Hon C. F. Baxter: Do not forget that that
concern is very well protected by the tariff,

Hon, H. SEDDIOX: This was due to the
ability, eourage and forvesight of the people
who established the industry and embarked
on the manufacture of steel at a time when
stecl was being made in the Old Country
at a figure with which we could not possibly
compete.

Hon. C. F. Baxter: It is a well-protected
monepoly heve, '
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Hon. H SEDDON: Yes, and it was pro-
tection that c¢nabled those people to eostab-
lish their machinery and provide their
eynipment.

Hon. A. Thomson: And under Australian
conditions.

Hon. H. SEDDOX: So much for the in-
stitution. The third matter 1 wish to refer
to is national investment eonfrol. In time
of war a cerlain amount of control is neces-
sary, but 1 would be very sorry to have to
submit my investment programme to Gov-
ernment control. I bear in mind that
Western Australian Governments for years
past, and the present Government parti-
ctlarly, bave had annual amounts of as much
as £3,000,000 wade available to them for
loan works invesiment.  Each year the loss
on the works ennstrueted out of loan funds
has steadily increased, With that example
before me, I shall be indeed sorry to see
the Government take eontrol and dirvect in-
vestments even at a time like this. 1 have
pointed out the econditions under which the
Commonwealth Bank was established, I
have answered critieisms of the alferation
made in the constifution of the Common-
wealth Bank. T have shown that the bank
was placed in o far more siable position,
one in which it could bestow greater bene-
fits on Ausiraliz than under its previous
eonstitution. [ also contend that I have
demonstrated that the use of the national
credit is being ecarried out, and has heen
carried out, with highly beneficial effeets
upon the price system of this country.
Although the war has now been going on for
15 months, the general priee level has risen
very little indeed. That is due to the areat
ability with which the board controlling the
Commonwealth Bank has carrted out its
functions, quite regardles of what the Min-
ister referred to as the hattle between the
Toan Comedl and the Commonwealth Bank
Board.  As long as those conditions are
maintained, we can ensurc that the banking
poliey will be aperated in the best interests
of the people. In conclusion, it is my in-
tention to give my hearty support to the
motion of Sir Hal Colebateh, becanze I feel
that a motion such as he has moved is war-
ranted by the public interest and will sup-
port those whom the nation has entrnsted
with the task of handling otr wealth and
eredi through the war crisis.
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Question put and division taken with the
following results:—
Ayes . - -
Noes .. .-

Majority for .

| elab

AYEB,

Hon_ H. 8. W, Parker
Hon, H, Seddon

Hon. A. Thomeson
Hon, H. Tuckey

Hon. F. R, Welsh
Hon, W. J. Mann

Hon. C. F. Baxter
Hon, Sir Hal Colebaich
Hon, L. Cralg

Hou. J.J. Holmes
Hon. G. W. Miles

Hon. J. Nicholson

{Tollor.)
NoES,
Horn. J. M, Drew Hon, W. H. Kitson
Hon. B, H, Gray Hon. G. B, Wood
Hon, V, Hamersley Hon. Q. Fraser
(Teller.)
PatRA,
AYES, NoEs,
Hob, J. M, Maciatlane Hon, €. B, Williams

Hon. J, A, Dimmitt
Hon. H, 'V, Plesse
Hon, L. B. Bolton

Question thus passed.

Hon, T. Moore
Hon. H. L. Roche
Hon. J, Cornell

House adjourned at 9.9 pam.
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The SPEAKER took the Chair at 4.30
pai, awd read prayers.

QUESTION—DAIRY PRODUCE IM-
PROVEMENT FUND,

Mr, McLARTY asked the MMinister for
Agrienlinre: 1, What amount of money has
been collected cach month by the Agrienl-



