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Instend of my submitting 1t as jueluded
in our annnal loan programme, the Com-
monwealth finds the money,

- Hon. W. D. Johnson: And then it be-
comes our State debf, and on it we shall re-
ceive the 5s. per cent, and pay the 5s. per
cent. ¥

The PREMIER: It is a State debt, the
Commonwealth finding the money. Insofat
as we spend such money on the new scheme
outside migration, the expenditure will not
be cheap money. The cheap money will be
available, as I have said, for expendifure
on railways, water supplies, roads, and
other public purposes, However, the scheme
will involve Agricultural Bank funds and
other expenditure which will not come in onr
annual loan programme. All migration
money will be outside the Financial Agree-
ment altogether.

Hon, W, D. Johnson: One could never
gather that from the Financial Agreement.

The PREMIER: No, beeause the matter
is provided for in the migration agreement,
In order to obtain that information one
would have to read the migration agreement
which this State has signed with the Com-
monwealth and British Govermments.

Hon. Sir James Mitehell: But all the
States have the same right in that respeet.

The PREMIER: Certainly they have. I
am still eonvinced, having regard to the
position in which we shall be left without
some agreement, that it is essential for the
security of the State for us to have some
binding agreement with the Commonwealth,
g0 that we may not be left at the
whim of any Federal Government from
year to year fo cut off financial supplies,
as it were.” Tt is essential that this Stafe
should have some binding agreement which
will give stability to our finances and
enable us to know, down the years ahead,
where we are. The next question is whether
it is reasonably possible for us to get a
better agreement.

Hon. G. Taylor: I believe it is.

The PREMIER: If the hon. member
thinks that, he is entitled to vote againgt
the agreement; and so is any other hon.
member who holds that opinion. Personally
I believe that having regard to the faet
published in this morning’s newspaper, that
the Commonwealth Government are in a dif-
ferent position from that which they held
12 months ago, when the agreement was
drawn up, we should accept the agreement.
At that time the Commonwealth Government
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had a surplus of £2,000,000, and they had
bad surpluses for some years., This year the
position is changed, there being a Federal
deficit of £3,000,000, Having regard to the
fact that the Commonwealth is faced with
a deficit, and having regard to the fact
that 12 Houses out of 13 have adopted the
agreement, I do not think this State wounld
be justified in standing ouf in the hope of
getting a better agreement.

Question put and passed.

Bill read a third time and transmitted to
the Conneil.

ADJOURNMENT—SFECIAL.

THE PREMIER (Hon. P. Collier—
Boulder) [5.44]: T move—

That the House at its rising adjourn until
Tuesday, the 3rd Tuly.

Question put and passed.

House adjourned at 545 p.m.

-

Regislative Council,
Wednesdny, 27th June, 1928,
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The PRESIDENT took the Chair at 4.30

p.n., and read prayers.

ADDRESS-IN-REPLY, PRESENTATION.

The PRESIDENT: I desire to inform
hon. members that in accordance with their
resolntion I presented fo His Excellency the
Deputy Governor the - Address-in-reply
passed by this Hounse, and received from him
the following acknowledgment:—

Mr. DPresident and hon. members of the
Legislative Council, T thank you for your ex-
pressions of loyalty to His Most Gracions
Majesty the King, and for your Address-in-
rep]y to the Speech with which I opened Par-
liament. (Sgd.) R. F. McMillan, Deputy Gov-
ernor.
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QUESTION—JETTY ACCOMMODA-
TION, ROEBOURNE.

Hon. @, W. MILES (for Hon. Sir Edward
Wittennom) asked the Chief Secretary: 1,
Has il been decided by the Government to
crect jetty accommodation for the Roe-
bourne distriet? 2, If so, at what locality ?
3, Have any steps been taken to put the
work in hand? 4, If not, when will the
work be put in hand?

The CHIEF SECRETARY replied: 1, The
matter is under consideration and o report
is being awaited. 2, 3, and 4, A survey has
been made of King Bay. Drawings and &
definite estimate are in haud for a jetty at
Port Phillip, and a report will shortly be
put up.

COMMITTEES TOR THE SESSION.

On motion by the Chief Secretary, Ses-
sional Committees were appointed as fol-
lows:— .

Standing Orders—The President, the
Chief Secretary, Hon. J, Cornell, Hon. A,
Lovekin, and Hon. J. Nicholson.

Library—The DIresident, Hon. J. Ewing,
and Hon. A, J. H, Saw.

Printing—The President, Hon. W. H.
Kitson, and Hon, A, Lovekin.

Joint House—The President, Hon. J.
Cornell, Hon. E. H. Gray, Hon. . A,
Kempion, and Hon. Sir E, H. Wittenoom.

BILL—FINANCIAL AGREEMENT.
Second Reading,
Debate resumed from the previous day.

HON, A. LOVEKIN (Metropclitan)
[4.37]: T have written so much on this
subjeet that it was my intention to make
my remarks in this Chamber very brief, and
try to get to the kernel of the nut as
quickly as I could and to ask hon. mem-
hers to form their opinions upon the ease
that I present and to excrcise their votes
accordingly. But since I came to thai de-
termination there have been two happenings.
One is that, as wusual on great sub-
jects, the newspapers have issued how-to-
vote cards, When the Bill was before the
Tegislative Assembly, on the eve of its
being put for second reading, the “West
Australian” issued to hon members of that

Chamber a leader telling them what was
the best direetion in which to exercise their
vates; and on the eve of the Bill coming
forward here we alse had a leader directing
us as to what the issue is and indireetly
suggesting how we should vote. Now, as it
happened that last night I was the unfor-
tunate delinguent who was flagellated by
the Chief Seerelary, so in this article poor
Lovekin again comes in for .the ecriticism.
I do not know why 1 should carry all the
odiom of this matter, bn% still I suppose
that being here in the political arena one
must take the knocks that eome along. I
just want to refer now to both these mat-
ters, One of them is the article in th~
“West Aunstralian,” and the other, to which
I shall allude very shortly, is the eriticism
made by the Chief Secretary last night.
The “West Australian” writes thus—

It is pretty safe to predict that although

the Financinl Agreement has run the gauntlet
of 12 out of the 13 Houses of Parliament in
the Commonwenlth, there will he objections
vaised in the Legislative Council of Westarn
Australia which have not been advanced in any
one of them,
The preceding paragraph sunggests to hon.
members that the arguments which I ad-
vanee, although they may want looking into,
are fallacious. This little paragraph,
withont stating what is fallacious, goes on
to insinuate that arguments will be puf up
here which have never been dreamt of in
the other States, which are guite new, and
which are more or less fallacions,

Hon. H. Stewart: That is a tribute to
this Chamber.

Hon, A. LOVEKIN: That is what T was
about to point out. Obviously, arguments
that may be well founded in one State
may not be so in another State. Neoces-
sarily, different principles must be applied
to the different States. For instance, the
Chief Seeretary belongs to a party which
has as its objective socialism—that every-
body should be ermal, and all alike. That is
quite contrarv to nature. For example, Mr.
Seddon could nui put on Mr. olmes’s
trousers, and that would have to be done
under socialism.

Member: You could do that, but not the
other way about.

Hon. A. LOVEKIN: In Mr. Holmes’s
zarb Mr. Seddon would not leok so smart
as he usually does in this Chamber. The
positions, however, conld not be reversed,
because it would be impossible to think of
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Mr. Holmes getling into Mr. Seddon’s
trousers. It is impossible that the same
views should Le applicable to all the States,
and therefore it is quite neecessary that
different arguments should be put up in
the different States. Just as one conld not
suceessfully grow tulips at the Equator or
gather bananas at the North Pole, so in o
country as huge as Australin there must
be different conditions prevailing, and dif-
ferent methods of governing and devel-
oping must be applied. Therefore any
argument that differs from what has been
put up in the Eastern States may be quite
well justified here, without its being any-
thing in the nature of a fallacious argu-
ment. If one wanis fallacions arguments, one
need only read the debates that have taken
ploce in other Houses of the Australian
Parliaments on this subjeet. In one State
an argument in favour of the Bill—eall
it an argument—was thaf the Lower Hounse
being charged with the finances, it was not
part of the province or duty of the Upper
House to interfere, and that therefore the
Bill must be supported. I cannot eoneeive
that as a good argument for an Upper
Chamber to advance in favour of a Bill
like this. If it is an argument at all, it is
in the direction of showing the uselessness
of an Upper Chamber and the advisable-
ness of abolishing it as soon as possible.

Hon. H. Stewart: Was that in New Sounth
Wales?

Hon. A. LOVEEIN: In Victoria, I think.
Ancther member said he had not given very
much attention to the Bill, but that as the
Prime Minister, Mr. Binee, had recommended
it, he would support it. That, again, is an
argument which does not appeal to me. I
hope I shall give some better arguments than
that. Another gentleman—and this was in
the Logislative Assembly of New South
South Wales—adopted a peculiar attitude.
There were two speakers for the Bill and two
speakers apgainsi it; and so little interest
was taken in the measure there—which
shows the Bill to be a very good thing for
New South Wales—that a quorum had to be
calied for three times. The Assistant Treas-
urer, Mr. Stevens, introduced the Bill; Mr.
Lang spoke, and a gentleman named Major
Jarvig supported the Bill from the Govern-
ment side, and Dr. Evaft opposed it fromi
the other side, and the Bill was earried by a
majority of six. Major Jarvie said he would
advance five good reasons—and he set them
out categorically—why the Bill should not be
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passed, but that as the Bill had been intro-
duced by his side of the House he must
vote for it and support it. He went on to
say—

But when I go to the electors I am going to

strongly advise them to throw it out.
That is the sort of argument which has been
used in the other Honse, and which perhaps
it is suggested by the article we should use
in this House. I am not prepared to use
arguments which have been used in the oiher
Houscs, and which perhaps it is suggested
by the artiele we should use in this House.
I am not prepared to use arguments of that
kind, and I hope I shall put before hon.
members argaments which are much more
substantial. Then the “West Australian”
goes on to say that the real issue is not my
fallacions ar@uments, but whether there
will be any possibility of securing anything
more favourable to Western Australia. I
will deal more fnlly with that phase in due
course, but for the moment I will reply to
the guery by saying that whether or not
there is any possibility of seeuring somc-
thing nore favourable eannot be ascertained
until we try. We have not done so up to
the present.

Hon, J. J. Holmes: DBut the “West Aus-
tralian” has written a later article. They
are now ready to eall npon the other side.
Have you not read that article?

Hon. A. LOVEKIN: No.

Hon, J, J. Holmes: They have counted
heads.

Hon. A. LOVEKIN: The leading article
in the “West Australian” contained the fol-
lowing statement—

..... it is well to recall that when the
agreement was negotiated, the Commonwealth
had an overflowing Treasury, and it had just
faced the unanimoua rejeetinn by the States
of & scheme far less faveurable to them, Be-
cause Commonwenlth Ministers were in a
chastened frame of mind, and beeause their
finances were flourishing, they were disposed
to be generous to the States.

(Generous with whose money? Obviously,
with the States’ woney! The Chicf Secre-
tary declared that the Commonwealth wag in
a worse posifion now, as it would have to
face a defieit of £3,000,000. As to that
point, first of all T would remind hon. mem-
bers that a serious drought was experienced
in the Eastern States and that had the effect
of diminishing the purchasing power of the
people. That diminished purchasing power
necessarily reacted upon the Customs re-
venne. Then, agsin, the Commonwealth Grov-
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ernment recently issued a conversion loan
for £26,000,000. A lot of that money wasfound
from trust aceounts by the Commonsealth
Government themselves, but there was left
in the hands of the banks that underwrote
the loan not less than £10,000,000. That
£10,000,000 had to be drawn from the banks’
customers, and there was, therefore, less
money available for purchasing goods. Here,
again, the position rencted against the Cus-
foms revenue, Tt shows how stringent the
position was at the time, when we find that
the Commonwealth Bank, which institution
had charge of the underwriting of the con-
version loan, offered bonds at a discount
over counters at various branches. These are
naturally temporary matters, and they do
not connote a permanent deerease in re-
venue. If we are to continue to borrow, as
we must do, at the rate of £40,000,000 per
year—that is Awustralia’s borrowing pro-
pramme—it 15 a5 well to remember that we
do not import money, but goods. Those
goods must go through the Customs and,
as our population increases, the demand for
goods will be greater and the Customs re-
venue must be inflated accordingly. It may
be that the rates of duties imposed will be
reduced, but that will not affeet the volume
of money that flows to the Treasury from
that source.

Hon. G. W. Miles: TUnder the present 18
per cent. increase each year, the Comwmon-
wenlth colleet £7,200,000 in that way.

Hon, A. LOVEKTIN: Quite s0. Then the
lending article in the “West Australian” goes
on to say—

Have we any reason ta hope that we should
be able to induce the other States to consent
to a readjustment of the amount to be appor-
tioned, so that Western Australin would re-
eeive more and some of the other States less?

No one has coutended that! All we contend
is that the other States shall have what they
are apparently satisfed with, but let us be
sotisfied also that the amount allocated to us
will be sufficient to enable us te develop our
territory. The present allotment is mon-
strously unfair as between States because,
and as I shall endeavour to show, when other
States arrive at a period when their popu-
lation doubles, it will mean a return to the
Siate Governments concerned of an amount
equivalent to the present per capita pay-
meat of 25s.—that is, 12s. 6d. per eapita—
then we shall receive about Gs. per head.

(8]
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However, I will deal with that phase pres-
ently. The article continues—

There are two ways of adjusting the finan-
cial relationships—one by an agreement:

I do not admit that the Financial Agree-
went before us is an agreement, but for
the moment I will designate it as sueh—
——negotinted between the six States and tho
Commonwealth, and the other by a determin-
ation of the Federa) Parliament. If wo re-

jeet the first, we are thrown back on the
second.

If there is any argument that is falla-
cious, it is the one used by the **West Aus-
tralian’’ and also that which was used
last night by the Chief Secretary. Both
the “West Australian’”’ and the Minister
regarded the Commonwealth and the States
as separate and different entities. That is
not so. There is one eniity only. The
Commonwealth is the ereation of and the
ereature of the States.

Ton. J. Nicholson: It is an aggregation
of States.

Hon. A. LOVEKIN: Yes. The Com-
monwealth cannot be the monster whose
ire may be ronsed, ns the Chief Secretary
suggested. If that were so, it would mean
the States raising their own ire against
themselves. That must be so, because in
the aggregate the States themselves are the
Commonwealth. It is unthinkable that
they will establish a monster, in the
shape of the Commonwealth, in order to
strangle themselves. That argument is
not sound. The Chief Secretary stated
that I had nothing to offer in place
of the agreement. 1 shall show presently
that there is a great deal to be offered in
its place. I stated just now that T did not
regard this decument as an agreement
and I will indieate why. If a person has
£100 in his possesion and a burglar should
happen along and say, ‘‘Here, give me that
£100,” that person may resist the burglar as
far as he ecan, He may refuse to
give up the money, and then the bwr-
glar, after potting his hand in his
pocket, may produce a revolver and per-
emptorily say, “Give me the money!” After
the person has given the money to the burg-
lar, the Jdatter may turn round and say,
“Look here, we want to be friendly about
this matter; T will keep £95 and will give
you back £5 and that will settle the whol»
matter.” The persen robhed may say,
“That is not a fair deal at all. You have
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ne right to the money.’’ The burglar may
retort, “But 1 have the money now, and
¥ou ¢an have that £5 or nothing.’’ The in-
dividual, having handed over the money,
may go uway and contewnplate the posifion.
He may say to himself, “I cannot do any-
thing to that burglar. 1 eannot prosecute
him because I made an agreement with him
to let him take the £95 in consideration of
his having given me £3.”

Hon. A, J. H, Saw: The person gave
it because of the revolver.

Hon. A. LOVEKIN: |The money was
foreed out of that individual’s possession.

Iton. JJ. Nicholson: But eoercion is a
ood defence.

Hon, A. LOVEKIN: The episode with
the burglar just about sums up the position
regarding the Financial Agreement.  Six
needy Treasnrers were puzzled as to how
to balance their linances. They saw the
Commonwealth octopus coming along and
the Treasurers heard him say, “Youn are
here to-day and gone to-morrow. This
moncy that T offer you will.enable you to
have a good time during your term.” The
Treasurers recognised the immediate bene-
fits to he derived from the Financial Agree-
ment,

Hon. E, II, H. Hall: You do not sug-
gest that the position was that we had to
give up the £95 or get shot.

Hon. A. LOVERIN: The Chief Secre-
tary, following along the lines adopted by
the “West Aunstralian”—it is marvellous to
eontemplate how the Chief Secretary is in
accord with the “West Australian” at the
moment——

Hon. J. J. Holmes: And the paper has
drovped poor old Sir James Mitehell alto-
grether.

Hon. A. LOVEKIN: In eommon with
the “West Austealian,” the Chief Secretary
has advaneed the argument that we mn-t
have the same principle applied in different
States. As a matter of faet, that is one of
the fundamentn! objections to Federation.
All the States are confronted with different
situations. Some States have coal, and
some have not; some are snitable, more or
less, for dairying, while others are adapt-
able for tropical culture; some are suitable
for wheat growing and the production of
wool, while athers are imore suitable for
production of other descriptions.  They
are all different and, therefore, eannot have
the same treatment meted out to all alike.

If that were done, what would be good for
one State, would be found disastrous for
another. ; Therefore, we must have some-
thing different, particularly so far as West-
ern Australia is concerned. Here we have
a large State that has to be developed and
we must be acecorded somewhat different
treatment ; from that cxtended to another
Stute that represents a decimal point of
the area of the Commonwealth, and whose
territory has been favoured by nature so
that is is suitable for intense eulture or the
development of secondary industries. On
the other hand, all States are to be treated
alike and that is one of the objections
I have to the Financial -Agreement. Then
again, the Chief Secretary stated that
I apparentiy considered that the Surplus
Revenue Act had been repealed and he
said that that was not so as Section
3, which repealed Section 57 of the Cou-
stitution, remained and therefore the whole
of my argument had fallen to the ground.
At the time the Chief Secretary made thal
staternent, 1 interjected, “Read on.” The
Chief Secretary did not choose to read on,
so I propose to read the whole of the para-
graph for the Chief Secretary. Hon. mem-
bers will reniember that I made available
to them a printed copy of some observations
made by Mr. J. G. Latham, K.C. In the
course of his expressions of views Mr.
Latham said—

It is quite wrong to allege that the Surplus
Revenue Act, 1920, was repealed: certain see-
tions of it were repealed, but the provisions
which put an end to the Bradden clause were
cxpressly retained, Mr. Lovekin is aware of

this, becausc he has already citel the text of
Scetion 2 of the Act of 1927.

So the Chief Secretary was not quite
right when he said that T missed the refer-
ence to Section 3 and that in consequence
my argument fell to the ground. I did not
miss that reference; on the econtrary, 1
answered Mr. Latham on that point. In
my reply to him I told Mr. Latham that I
was quite aware of the facts he stated and
I proceeded to show him that Section 3 of
the 1910 Aet was of no value whatever in
that the subsequent sections that provided
the 25s. per head was to be returned to the
States, had been repealed. In other words,
while the Federal Parlinment had power to
make provision for the distribution of the
surplus revenue under Section 87, it had neo
power whatever to repeal the Section, beeause
Section 123 of the Federal Constitution



[27 JumE, 1928.] 223

stood in the way. That section seis out that
the Constitution shall not be altered except
in the prescribed manner and only wilh the
approval of the people at a veferendam. I
will refer to that point later on, beeause it
will arise again when I make suggestions
regarding o propesal that I think will be
mneh better for Western Australin. T would
remind hou. members that the Chief Seere-
tary oecupied some time in going through o
table that appears in an historical record to
whieh [ am not entitled to refer during this
session.  Pechaps T shall have to ask hon.
members to wait uutil the next session of
Parliament and then to look up the table
which will be found on page 25 of “Han-
sard” for this session. The Chief Seeretary
rvend down the last columns of it and said,
“Took at the immense henefits we are going
to derive under this agreement.,” T have a
table, which T will not read to the House,
prepared hy Mr. Simpson, the [Inder Trea-
surcr, for the Premicrs’ conference in Mel-
bourne, the figures on which Mr. Collier
signed the agreement. It was signed on a
table showing an average inerease in popu-
lation of 2 per cent. and borrowings in.
creasing from 434 millions to 6 millions a
vear. That table enntained an additional
column which showed how, as the borrow-
ings incrensed, the indebtedness per head
would increase. Tha! column, however, is
omitted from this fuble. In the last eolumn

of the present table are shown tho
gains, and the gains are due to the
alleged contribution of 5Hs. per cent.

by the Commonwealth on new horrowings.
Those were the gains given, in place of some
other gains to which I shall refer presently.
But they are not of benefit to us. The very 5s.
will be peid by each of the States them-
selves and, in addition, gve shall be loading
ourselves with an exfira amount of inferest on
every £100 we borrow, dueto fthe fact that the
Commonwealth taxes interest on Tloans,
Therefore a higher rate has to be paid and
the State has to pav it. Tn faet, therefore,
the 5s. that the Chief Seeretary savs will be
of great henefit will be contributed by the
State itself. The Chief Secretary further
says that this agreement does not in any way
infringe the sovereign rights of the
State. I snegest that we, as a soversign
right, nre entitled to the surplus revenne of
the Commonwealth. T put it up to Mr.
Tatham that we are entitled to it for all
time, and he, while not admitting that we

were entitled to it, said it was a question -

on which there was much fo be said on botlh

sides, but le claimed that it did not urise at
present, as the Commonwenlth law provided
for all the surplus revenue, if any, to be
paid to the States To that I replied, “That
is all right until this sgreement operates,
and then it will be gone” The amendment
heing put up by the Commonwealth to the
prople says that Section 105 (A) shall not
be limited by Section 105, Section 103 de-
elares that the surplus revenue which is pay-
able to the States shall be applicd as far as
it will go to the payment of interest on the
debts taken over by the Commonwealth.
Therefore, when the Comwonwealth put up
this amendment to provide that the new pro-
vision was not to be limited by the pre-
vious provision in Seetion 105, they practi-
cally vepeal that portion of Section 103,
which gives us the pight to the surplus
revenne. For it they substitute the
£473,000 for 58 vuears, but obviously that is
not the surplus vevenne. The Chief Serre-
tary then quoted n number of newspaper
extracts showing that a good many London
papers had given approval to this agree-
ment. Why did those London newspapers
express themselves in that way? We must
loak for an explanation. When we make a
liitle investigation, we find that all the news
from Australia goes to news agencies, and
is distribnted to the newspapers on what
are known as Hisies, a sort of tissue paper.
The London papers do not keep siaffs to
any extent as we do here. Their chief staff
is in the sub-editorial reom. All those
flimsies go into the sub-editorial voom, and
are there cut down and put into shape as
the staff think best, and arc published in
that way. That is how they obtained their
news from Australia about the agreement.
Part of the news that was sent through was
that the effect of the Loan Council would be
to enrtail the horrowing of Australia. That
is the news those London papers received,

and that is, what they commented o
and approved of. I do not kuow
what they -would say if they knew

that the agreement wonld mean increasing
the borrowing of Aunstralin, as the Chiet
Sceretarv sngeested last night. They were
inelined to favour the T.oan Couneil because
it wonld tend to reduce borrowing. In the
matter of horrowing we are getting a long
way ahead of ourselves and of our prodne-
tion, but if the agreement is not going to
have the effect of curtailing horrowing, it
will be of no use at all. That is what the
writers had in mind when they wrote those
articles from which the Minister quoted l=et
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night. It is also what they had in mind
when dealing with a pamphlet on Australian
finanee, which cansed a great stir when I
was in London in 1925. I shall refer to that
presently.

Hon. W. T. Glasheen: If we are over-
running ourselves in the matter of borrow-
ing, how do you account for our securities
being reparded with favour?

Hon. A, LOVEKIN: Are our serurities
as pood as those of, say, New Zealand or
South Afriea?

Hon. W. T. Glasheen: Our rate of inter-
est is not higher, so thev must be.

Hon, A. LOVEKIN: But those countrics
get money on much better terms than we
are able to boxrow, and it is one of Ar.
Bruce's objectives that we shall get on fo
a par with New Zealand and South Africa.
Mr. Bruce said that we were much behind
those countries, and he was quite right, too.
The Chief Seecretary, in effect, said that
we must not blame the Commonwealth tou
mueh, because they have to look ahead and
allow for anotler war. If we are unfor-
tunate encugh to be involved in another
war, the Commonwealth will have recourse
to direet taxation, which they should have
vesorted to in the last insiance. They have
unlimited opportunity, and it seems fto me
that that is what they should resort to. The
more money they distribute among the
States now to assist in populating the
States, the lelter prepared we shall be for
any future war, morc so than if the money
gets into the Federal chest and is thrown
away or wasted as it has been at Canberra
and in other directions. The Chief Secretary
also said, “We eannot hope for anything
better.” I say, “You can never get anything
until you try.” When Sir James Mitchell
first brought his migration agreement to
this State, some of us dared to criticise it
and snid it should be improved mpon, We
were told that it was the last word in
agreements of that kind and the most that
could Le obtained. Some of us held to our
opinions. A change of Government oc-
curred; the present Goverument eame info
oflice and did not take very long to improve
that .agreement. 1 have no doubt they could
have improved the migration agreement to
a far greater extent -if they had not been
haudicapped by the first agreement. There-
fore I think that when Mr. Bruce is here
we can find some means, by a seleet com-
mittee, to put up the case for Western Aus-
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tralia, under this agreement. We may be
able to improve it or get something detinite
in matters over which we ave left in the
clouds at present, in the matter of the dis-
abilities grants, for instance.

Hon, C. F. Baxter: Would you get the
vther State ’arliaments to agree to it?

Hon, A. LOVEKIN: The answer to the
hon. member is that whatever agreement
is.arrived at, the 17ederal Parliament has to
ratify it. This agreement is not yet Common-
wealth law. The preamble sets ont that the
Constitution does not permit the Fuderal
authorities to enter into such an agreement;
they must gef authority from the people to
make such an agreement. When thut au-
thority is obtained, it will be for the Fed-
eral Parliament to ratify the agreemeut
I cannot sce why we, as|a branch of the
Legislature, cannot do here what was done
by the Government of New South Wales.
Before the Bill was introduced into the
Federal Parliament, the New South Wales
Government pointed out thal they wanted
certain amendments. The Federal authori-
ties acceded to those amendments and in-
corporated them in the Bill that was pre-
sented to the Federal Parlinment. It is
fhe agrcement as thus amended that has
been adopted by all the other States. If
New South Wales can put up something it
wants, there is no reason why we cannot
put up something we want and get the
Federal Government to agree to it when
ratifying the Bill and, if necessary, et
the other States ta assent to it, bearing in
mind that anything we may put up will
not injure the other States one whit.

Hon. C. F Baxter: But each and every
Parliament has to agvee.

Hon. A. LOVEKIN: T think the other
Parliaments would be sufficiently Australiau
to agrec to something which would benefit
Western Ausfralin and which, at the samo
time, would not injure them a titile,

Hon. C. P, Baxter: I wish T bhad yowr
confidence in that direction. Experience
has taught me just the opposite with re-
gard to the other States.

Hon. A. LOVEEIN: My experience has
been that New South Wales has put up
many things to the Federal Government and
has got them. With the exception of West-
ern Australia, New South Wales was the
last State to enter the Federation. On be-
half of that State it was said, “We will not
go into the Federation, although our dele-
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gates at the convention have agreed to do
50, unless we get the Federal capital and
other things.” And the other parties howed
down and gave those things to New Souti
Wales.

Hon. C. F. Baxter: They had the strength
and numbers, It was practically a matter
of men.

Hon, A, LOVEKIN: They may have
had the strength for their own purposes
but, if they are at all veasonable, that
strength would go to assist us, especially
when our wants would nol hurt them. I
should think they would be sulliciently good
Australians for that In this world nothing
is ever accomplished except by attempting
and striving.

Hon. J. J. Holmes: Mr. Bruee wired
Sir Williamn Lathlain the other day that we
must not dot an.*i” or eross a “t.”

Hon. A, LOVEKIN: What Mr. Bruce
said was that, if we altered the agreement,
it would go: but we know that we can alter
the Bill. The agreement and the Bill are
two different things. The agreement is a
sehedule of the Bill and we are at liberty to
alter the Bill iiself as we plense. Whether
the alterations we make will have an effect
upon the agreement or not, is quite another
thing. T wish now to deal with the agree-
ment itself. 1 do not propose to traverse
the terms of it, because the Premier and the
Chief Secretary have done that snfficiently
well. The agrecinent can be put in a nut-
shell. We get £473,000 add in lieu of our
per capita payments of 23s. We get
£12,000 odd extra on transferred properties,
and some £76,000 on our existing debts at
2s. Gd. per cent. We have a Loan Council
established, which will control the borrow-
ings, so that one State may not compete
against another, and we also get 5s. per
cent. on all new borrowings. We get a
National Debis Commission, which takes
eharge of the pavments contributed by the
States and the Commonwealth, and which
pays off loans when they mature the best
way it ean. That is the substance of the
agreement, and T need not dwell upon it
Nor nced I dwell upon what happened at
the genesis of Federation. As everyone
knows, at the Conventions, all the delegates
without exception were ngreed that in order
to preserve the solvency of the States they
must have a large share of the Customs and
Excise revenue. That was put into the Con-
stitution. There was an exception at the
time in the case of Western Australia, be-
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cause it was admitted that her dis-
abilities, even with the proposed share of the
Customs and Exeise revenne, would be so
great that they snid, “You ecan have ymur
own Customs for five vears, diminishing pro
rata per annum.” In 1910 the Sur-
plus Revenue Aet was passed. This com-
muted the veturn per capita to 23s. It
was said then that this should he the methord
of distribution, and tite method of distribu-
tion was the principal hurdle the framers of
the Constitution lhad to get over. T have
never thought that the per eapita return
was a fair method of distribution.
Some of the States are manufacturing
centres. They have Dbeen so ever since
Federation, Workmen have been employel
there manufacturing goods which we eon-
sume, and those particnlar States bave
necessarily been drawing per eapita moneys
for those workers and their families, and all
who ave direetly and indirectly conncected
with them. We have simply consumed the
goods, and paid.  Another factor not taken
into aceount was that some of these States
were highly developed. Thexy had all their
own locomotives, rails, ecte, admitted free
of duty, whereas under Federation this
State was ealled upon to pay. In another
place the other dav T think the Treasurer
gave figures showing that this State bad
directly paid into the Federal Customs De-
partment the sum of £600,000 for duty on
goods which this State had imported. There
ave other papers which have heen prepared
in Melbourne, hut whjeh we have not had
made available to us. These show a still
greater amount paid by Western Austrana,
due to the importations through the other

States, for consumption here. All the
moncy the Commonwealth derives from
this State is £from money we have

horrowed, and upon which we must pay
intevest until the lean is liquidated. p
to 1927 we received the 25s. per head of the
population. T ami not at present touching
on the legal aspect of these payments. In
that year, however, the 23s. per head payv-
ment was terminated by the States Grants
Act. Here again I can show how we arn
eroping in the dark. I do not think half
a dozen copies of that Act ean be found in
this State. T had great diffieulty in pro-
curing one, and even now I have only a very
loose proof copy of it. That Aet provides
that the 25s. per head shall go by the board,
and that there shall be a grant to Western
Australia of £300,000 for five yvears. There
will be another grant to Tasmania for twe
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years, and the rest of the money, it says,
shall be distributed amongst the States on
a per capita basis, That deals with the first
live sections of the Act. Then we eome to
the nigger in the woodpile. Section G says,
“Subject to any agreement being made by
the States und the Commonwealth, then the
amounts seb out in the schedule shall be the
amounts payable to tie States” Tt sets out
practieally the equivalent of the £473,432,
to which, under the per capita system, we
were entitled at the 30th June, 1927.

Hon. J. Nicholson: There is some slight
difference in the amount.

Hon. A. LOVEKIN: Yes. One amounl
is £473,000 odd and the other is £483,000.
1 take it that this is inserted as a lawyer
would insert it. There is some congideration
for the renunciation of these grants which
are provided for in the previous sections,
because “subject to any agreement being
made by the States and the Commonwealth”
means that these scctions stand, provided
that, if an agrecment is made, the other
sums mentioned in  the schedule shall be
payable. T say that is to be read into the
Act. I do not think the Commonwealth or
anvone else would take away those grants
within the period mentioned in the Act,
bt ns for renewing them, that is another
inater, especially as New South Wales has
already intimated it will not tolerate any
differentiation in the treatment of the dif-
forent Stales. We must, therefore, reslise
that in two or three years' time our dig-
abilities grant will eease, and we shonld now
cnileavour to make it as permanent as 1is
the rest of the agrecment. T want to get
at the kernel of this nut from the financial
point of view, and aseertnin how this agree-
mnent will operate ns ogainst the per capifa
payments that we have been in the habit of
receiving. I do mnob suggest that these pet
per eapita payments will he revived, but
the Chief Secretary and others have all
followed that line of reasoning, as to how
this agreement comperes with the per capita
payments. Tn this House in August last T
stated that I had always considered the per
capita methods of distribution unfair, I
sugeested that other factors than population
shonld be taken into consideration, namely,
aren and indebtedness. Tndehtedness means
the efforts we have made to develop the
couniry. T take n departure or a starting
point. We start at midnight on the 30th
June, 1927. Under that agrement we get
this result. I have .only a few figures to
auate, the only ones I intend to use in this
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discussion. We get £473,432 in licu of the
25s. We next get £12,132, the inergased
interest on transferred properties.

Hon. J. J. Holmes: We should have had
that 20 years ago.

Hon. A. LOVEKIN: Yes. We also get
£76,323 (at 2s. Gd. per cent.) on existing
debts. That makes a total of £561,907.
That is what we are to get from the Cown-
menwealth. This shows that we would
get £561,907 as against what we would
have received per capita £473,432. At
the start, therefore, we gnin £88,473.
I bring down the £88,000 again, and add
to it £426,000. That is made up of the
two amounts the Chief Secretary referred
to last night as being the payment of in-
terest and sinking fund in respect of the
sinking fund. That is the saving the Gov-
ernment will make in not having to pay
this smount in future, becanse the sinking
fund, if this agreement operates, is to be
scrapped. That amounts to £514,475,
Against that there is an amount of £19,
037,000 which should earry sinking fund,
and whiech hos not yet carried sinking
fund, but which will have to carry sink-
ing fund when the debts are taken over.
I use the fignres €19,000,000, but as a
matter of fact I think the amount is more
than that. We do not, however, want two
sety of fizures. 1 am accepting the Pre-
mier’s figures, £19.037,000, on which in
future the Treasurer will have to provide
five shillings per cent. towards a sinking
fund.

Hon. J. J. Holmes: The Chief Secretary
last night said £31,000,000.

Hon. A LOVEKIN: I am not taking
that figure. There is something to be said
for both sides. I am taking the Premier’s
figures, and those which have been put up
for the Premier by Mr. Simpson. The
Under Treasurer was kind enough to write
me a note to say there was a sum of
£5,000,000 more coming in, but I am stick-
ing to the £19,000,000 so that T ean keep
in line with the Premier’s figures. On the
£19,037,000 the sum of £47,592, 5s. per cent.
will be payable annually. If we subtract
that from the £514,000, the Treasurer will
have, to start with, a net gain of £466,883.
That is & starting point. Of course, the
Treasurer, with that, will this vear be able
to show a surplus, or will be able so tn
manipulate, or handle the accounts of the
State—]I do not make use of this expres
sion in any wrongful sense——
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Hon. J. Nicholson.
them.

Hon. A, LOVEKIN: Yes, He will be
able to show his skill as a financier and pro-
duce another surplus, and probably a still
further surplus in the following year, which
will get him into the good graces of the
clectors when he next appears before them.
I desire to nnalyse these figures, though not
elaborately. At 25s. per head the £466,883
immediate gain will require 374,308 more
people to wipe out that amount. If hon.
members will look at the table they will find
that in 1949, that number will be reached,
so that in 20 odd ycars hence, the present
gain will be wiped out, and for the next 33
years, by general consent, it is admitted,
there will be a drift down. We shall be
better off than the other States in that re-
“spect by not drifting down as rapidly as the
other States. Those States would begin
their turning point at anything from five to
10 years, but having this gain for 1949, the
Treasurer will bave at his disposal the sum
I mentioned, of course diminishing year by
year as the population gradually increases.
0Of that £466,863, most of it—£€426,000
of it—will be derived from the gain
aceruing to  the Treasurer from the
serapping of the sinking fund, and
that is the point that I shall deal with
presently. Omitting for the moment the
£126,000, if the initial gain were only
£88,000, no one would dream of looking at
it, becanse if yon take a 3 per cent. increase
of population, by 1932 the 23s. is wiped out.

Hon. H. Stewart: It has been wiped out
alveady.

Hon. A, LOVEKIN: We have less than
five vears purchase. For the remaining 53
years we go on making leeway until the
States arrives at a position that must be
more or less disastrons. It only wants
70,780 more people to make good the
£88,475. 1 have said before that at the Pre-
miers' Conference the table submitted was on
the 2 per cent. basis of increase. The Premier
was good enough to tell members that if they
would like to ask questions of the Under
Treasurer, Mr. Simpson, he would ask that
officer to attend at Parliament House and
answer those questions. I was one of those
who aecepted the Premier’s invitation and T
put it to Mr. Simpson that if the agreement
was advantageons on a 2 per cent. basis,
it wonld be less advantageons on a 3 per
cent. basis. and still less advantageous on
a 4 per cent. basis. To that proposition

You mean adjust
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Mr. Simpson agreed. [ then put it to DMr,
Sitapson that the inerease for the 11 months
wus 3.63. The Chicf Secretary, however, has
since given the figures as 3.54. So that, if
it was a good thing to sign the agreement at
the time it was signed, obviously it may not
be such a good proposition on a basis of 3%
per cent,

Hon, J. Nicholson: I think the (‘hief
Seerctary said 291 was the inerease.

Hon. A. LOVEKIN: 1f the hon. member
will look at the Minutes, he will see that I
asked the Chict Secvetary a question as to
what was the inevense for the 11 imonths,
and in his reply he gave me the Rgures I
nuoted-—3.54.

Hon. J. Nicholson: | thought vou were
referring to the figures he gave in his speech,

Hon. J, J, Holmes: What is the inercase
for the wuole of Australia?

Hon. A. LOVEKIN: T have not those
figures,

EHon, 4. J. Holmes: Less than 2 per cent.

The Chief Sceretary: For the last 20
vears, 401 per cent.

Lion. J. Bwing: The figures given by the
Ctuef Seeretary were based on a 3 per cent.
1n&rease,

tHon. A, LOVEKIN: 1 think that is a
fair basis to take. It is nunder-stated if any-
thing, but one does not want to put up a
basis that eannot be sustained Three per
cent. is a fair basis to work on.

Hon. A. J. H. Saw: It is not fair fo take
it on a spurt in the population.

Hon. A. LOVEKIN: Certainly not. We
must take a rensonable average and that is
why, on Mr. Wickens’ table, T gnarded my-
self against taking one vear's figures: T asked
for five vears or seven years and he gave
me the five years whieh 1 put up for the
information of the Counell. This in-
cresse of population is a very important
factor in considering the agreemnent. Hon.
members will remember that I distributed
amongst them some caleulations hased upon
the figures supplied to me by Mr. Wickens.
If members take the trounble to peruse that
paper, they will find that, taking a five
years' average, he showed that New Sout"
Wales would double its population in 33
vears, Vietorin in 3B vears, Queensland in
26 years, Sonth Australia in 30 years, and

Western Australia in 26 years. Tasmania
is omitted because that State has been
losing popalation. T made some cal-

culations on these fizures based on the
25s. per capita payment, and from
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these ecaleulations it appears that if we
start off with 25s. per head on the existing
population, then at the period at which we

double it, we shall be reeeiving at the rate

of 12s. 6d. per head, nnd then we get this
result: when New South Wales is still get-
ting 12s. {d. we shall be receiving 7s. 2d.;
when Vietoria iz still getting 12s. 6d. we
shall be receiving Gs. 7d.; when Quecnsland
is receiving 12s. 6d. we shall be getting
125, Gd.; when South Australia is getting
12g, 6d, we shall be receiving 8s. 4d. Again,
I do not inelude Tasmania. If hon. mem-
bers want a ready method of finding out
how long a population will take to double
iteelf, or how long & sum of money will
take to doube itself at any given rate per
cent.,, they can arrive at that within a
decimal peint by dividing the percentage
into 71. If we take last year’s figures, the
disparity is mueh greater and it places
Western Australin in a worse position.
Hon. H. Seddon: Did you work out the
numerical increases of the States?

Hon. A. LOVEKIN: I am taking Mr.
Wickens' figures; I did not take the tronble
to ealenlate numerically the increases, be-
eause it did not scem to me that that
would earry us much further. We are
dealing here with the percentage increnses
and the table referred to gives the percent-
age increases of each of the States, Theve
is no need to eonfuse the issue by working
out the figures in the manner the hon. mem-
ber sugegests, In any event the re-
sult would come back to the pereent-
age rate. Tn view of the amounts pay-
able to the States when they double
their population, it is obvious that the
agreement will prove monstrously unfair
as between the States and must work dis-
aster to Western Australia. Especially
will this be the case becanse, with
a rapidly increasing population, there
will come the demand for more schools,
more hospitals, more railways, and greater
needs in every direction. We shall have
less tevenue per head to provide those
needs than the other States, the pepula-
tions of which are growing less rapidly,
und this, notwithstanding the faet that the
greater the ratio the increase of population,
the greater the ratio of contribution to the
Federal Customs, Exeise and other forms
of taxation. I have already indiented that
the temporary gnin of £88475 is not the
only advantage. The agreement provides
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that, in addition to the £561,907 I have re-
ferred to, the Commonwealth will pay to-
wards the sinking fund 5s. per cent. on all
moneys herenfter horrowed by the State.
We have to ask ourselves whether this is
# real advantage, or whether if is, in fact,
a disadvantape that may react disastrously
to the State. Let me examine the matter
for a moment. It is obvious that for every
5s. which the Commonwealth contributes
wnder this head, the State will have to in-
volve itself in a further debt of £100. It
will have to find annually on thet £100 an
equal amount of 5s. towards the sinkinyg
fund, and will also have to provide the in-
terest, which will be at least £5 5s, per
cent, overy year. Thus, as against the
Commonwealth 5s. the State will have to
provide £5 10s., or twenty-two times the
amount ,which the Commonwealth provides.
Heretofore the State has been paying ap-
proximately 5 per cent. for its money; the
average on the figures is somewhat less than
that. TIn future, it must pay at least £5 5s.
per cent., Why this high rate? TIf hon.
members will look up the Federal “Han-
sard,” they will find that on the 5th Octo-
ber last the Federal Treasurer, Dr. Earle
Page, speaking in the House of Represen-
tatives, said the Government intended to
reserve the Australion market for State
borrowings and as far as possible reserve
the London market for Commonwealth re-
quirements.

Hon. A. J. H, Saw: The Federal Govern-
ment will .not control the Loan Couneil.

Hon. A, LOVEEIN: I think they will
have a very big say in it. They will have
three votes as against any States one vote.
We know what happens if two hig States
get together. Two big States controlling
the numbers in the Federal Parliament ean
do anything.

Hon. H. Stewart: BEach State has only
the same voting power on the Loan Couneil.

Hon, A. LOVEKIN: But you have oniy
to get two States and the Commonwealth,
and vou outvote the other States.

Hon. Sir William Lathlain: And then we
have .unifieation at once.

Hon. A, LOVEKIN: It is all very well
to speak about equal voting power. There
is no equal voting power at all. It is 100
to 50, not fifty-fifty. If State loans are
to be floated on the Australian market and
Federal loans on the London wmarket, the
Commonwealth will get all the advantage.
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The Commonwealth will have to float its
loans. Never mind the Loan Couneil ; it is the
Commonwealth’s job to float the loans. The
Conunonwealth can easily say, “We won't

float our loan in Awustralia” All the
Loan Council do is to say how much
ean profitably be floated, and it will

then be for the Commonwealth to float the
amount,  Secing that the Commonwealth
will get tax on every £100 of interest paid,
it will naturally float State loans on the
market whiech will ¢nable the Federal Gov-
ernment to collect the tax; and as every
lender looks to the net yield of his invest-
ment, he wiil certainly add the tax to the
rate .of interest that he demands for his
money, or else he will demand, a dis-
count which will give him the same result.
I have tried, in the interests of the State,
to take some little pains to deal with this
very tmportant matter; and in  another
paper—a  paper printed at the Gov-
ernment Printing Office, but at iny own
eost—1I put up a number of examples show-
ing the effect of the Federal tax on interest.
I will not go through the figures, but will
merely say that 1 have had them checked
and know them to be accurale, except that
at the present moment the amounts shown
are subject to a deduction of 10 per cent.,
because since the figures were prepared the
Commonwealth has reduced the taxation hy
10 per cent. If hon. members will look at
the paper, they will find that even in the
smallest case, where the investment is small
and the interest is small, the Commonwealth
will never pay the full 5s, but will get
some tax from ‘the wvery smallest loon
interest towards the 5s. it payvs. We know'
that the Commonwealth will have to
pay 5%, per cent. As n makter of fact,
there is a Commonwealth loan on the market
now at 514 per cent. at £98 10s, and the
last Toan was for the eame; and 5% pev
cent. is going to he the rate. That must
be the Ausiralian rate because the inter-
est on Ausiralian loans is taxable.  The
London rate is £3 per cent. hecause
there is no tax on the interest. Thus
the Commeonwealth will gain enormously
from this "5s. arrangement, and the
States will pay. In other words, the States
will be contributing not only their own
sinking fund amount, but the Common-
wealth’s as well. T will give an example
to show how this works out if the money is
borrowed in London. Assume that the money
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is borrowed in London at 3 per eent.; thut
money does not come here in coin, but
comes here in goods. Those goods carry an
average Costoms duty of 18 per cent. Every
£100 worth of money Dborrowed is, upon
coming into Australia, subject to Customs
duties, and will pay the average duty of
18 per cent. Suppose the Commonwealth
wants to create substantial veserves. This
is a method with which Sir FEdward
Wittenoom, as a bhank director, will be
familiar, The Commonwealth will say, *l
receive £18 out of this loan of £101, anl
I have to pay 3s. yearly to the States. I
will invest the £18 at five per cent. interest,
and get 18s. yearly interest on it, und I
will give the State 5s. out of it and will
distribute amongst wmy sharcholders the
other 13s.”

Hon. Sir Edward Wittenoom: It sounds
very good.

Hon. A. LOVEKIN: That is exactly
what must happen. It is all very well lo
say that the avrangement will keep bor-
rowing down, bui there will be no cur-
tailment of borrowing. There could not be,
and no one lnows hetter than Sid
Edward Wittenoom. People do not change
money about from one place to another,
What they change is goods and production.
Suppose Australia were to say, “We will not
horrow any money at all—we will absolutely
stop horrowing”—uwhat position would our
people be landed in? We should have mil-
lions of pounds’ worth of wheat and wool
sent to London. TUpon the wheat and wool
being converted in London, the proceeds
in the shape of notes or gold or coin
are sent out here. After the lapse
of a very few years we should have to
build stores to hold the paper money or
the coin, beeause it would be of no
use whatever fo us. People do not want
money, which they cannot eat or wear; but
they do want goods. So that if we did not
borrow abroad at all, everything would come
to an end, and there would be nothing but
paper money, which is no good. That is
exactly the position America finds itself in
to-day.

Hon. A. J. H. Saw: In what way does
the Financial Agreement affect that argu-
ment?

Hon. A. LOVEKIN: T think it affects
the argument very materially, because the
Financial Apreement provides that thera
shall be 5s. payable by the Commonweslth
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towards sinking fund on State loans, and it
contemplates the States borrowing money in
ovder that they may receive that 5s. It
tollows that the States munst pay the loeal
rate of interest on that money.

Hen. A. J. H. Saw: We borrow £100
to get Os. then?

Hon. A. LOVEKIN: Certainly. That is
the provision of the agreement. That is
where the Chief Secretary’s benefit is. Betfore
we ean get the benefit of that 3., we must
borrow £100.

Hon, J. J. Holmes:
wealth gets £18 of it back.

Hon. A. LOVEKIN: When the money
coutes out in goods, we pay £18 in Customs
on £100, and if the Federal Government in-
vest the £18 at five per cent,

1Ton. H. Stewart: But is the position to-
iy as good? The position to-doy is that we
do not get the Ss.

Hon. A. LOVEKIN: The position to-day
is that our borrowing is at 5 per eent. Then
it is all very well to sayv that the Common-
wenlth <eeurity ¢ Dbetter than the State
security. 1f' hon, members look inte it, they
will realise that it is nothing of the sort.
The security of this Staute is mueh better
than the joint Commonwenlth security.

Hon. H. Stewart: We aceept that. But is
the security of svery other State better than
that of the Commonwenlth?

Tton. A. LOVEKIN: No, not of every
State.

Hon. W. T. Glasheen: Tell us why.

Ton. A. LOVEKIN: The reason is that
the Commonwealth has to gunrantee debts of
hundreds of millions sterling which have not
provided sixpencc towards sinking fund or
redemption. [ have here n pamphlet pre-
pared in London, which probably puts the
position move clearly to the hon. member
than 1 could put it. Tt is said that the 5s. is
o hand-ome, lenefieent gift to the States
from the Commonwealth.

Hon. A. J. H. Saw:
year, mind.

Hon. A. LOVEKIN: Does not the hon.
member see that if the Commonwealth in-
vests the £18 and gets 18s, interest on it every
vear, there is a profit of 13s, annually?

Hon. G. W. Miles: He will not see it.

Hon. A. LOVEKIN: Tf I were a diree-
tor of a eompany with Dr. Saw, and put that
proposition to him, I am sure he would see
it in a very few minutes.

Hon. A. J. H. Saw: Does the Commeon-
wenlth zet the 18s, irrespective of the Finan-

And the Common-

That is 53. every
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cial Agrecment or not? That is the point you
are dodging.

Hon. G. W. Miles: He is not dodging at
all. The 5s. is the bait.

Hon, A. J. H. Saw: Who has the floor?

‘fhe PRESIDENT: Order!

Hun. A. LOVERKIN: I am not dodging
anything. [ am eoming to {he point the hon.
member suggests, as to whether we would be
hetter or worse cff without the 5s. I say
now unhesitatingly that without the bs, we
would be better off under our present eon-
ditions, because we are free borrowers and
can do as we vecently did, go on the London
market and get our loan over-subscribed,
by reason of our better credit due to the
sinking fund, however it was created.

Hon, H. Seddon: Do you think that is
the wmain reason?

Hon. H. Stewart:
vears?

Hon. A. LOVEKIN: Yes, certainly. As
against the Commonwealth, we get our loan
over-subseribed ; the Commonwealth had their
security to the extent of 84 per eent. left on
the hands of the underwriters. That has been
the ease with the last two Commonwealth
loans, That must be perpetuated for the
whole of the 58 years, because we are bring-
ing into the pool hundreds of millions of
debt for which the Commonwealth will have
to be guarantor and in respect of which
practically no sinking fund exists to-day
If the Commonwenlth were proposing to
guarantee the States, Sir Edward Witte-
noom in his eapaeity as a director of the
bank would look at it in this light: He
wonld say to the Commonwealth, ““Yon are
enaranteeing the States, and T wonld like
to have some idea of vour eommitments.”
The Commonwealth would sav, “Wall, we
have £239,000,000 for New South Wales,
and  £200,000,000 odd for Vietoria, and
£100,000,000 here and so on.” Sir Fdward
Wittenoom would ask what the Common-
wealth produced hy way of income, and the
reply he would get would be that for the
last six years, the Commonwealth had an
adverse trade balance in favour of Ameriea
of £141,000,000 and in favour of Great Brit-
ain £9,000,000. On hesaring that, Sir Edward
Wittenoom would serateh his head and tell
the Commonwealth that he did not think
their goarantee was good for much morve.
That is exactly the position we find our-
selves in to-day.

Hon. Sir Edward Wittenoom: T think T
would send the Commonwealth to you.

Will that bold for 58
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Hon. A. LOVEKIN: fThen they would
fare far worse, for 1 would not be so
benevolent.

Hon. Sir Edward Wittenoom: Do you
not think the British exporter should give
us a bonus for sending out goods an which
the Commonwealth get £187

Hon. G. W. Miles: Our bonus is the
British Navy that protects us.

Hon. A, LOVEKIN: I do not think Sir
Edward would suggest we should emulage
whnt has been going on in New South
Wales, and endeavour to get a little hit
out of it! We do not want that sort of
thing to go on here. If ihe hon. member is
anxious to ask the peopls at Home for a
httle—

Member: Cut out of it.

Hou, A, LOVEKIN: If the bon. member
were able to seeure the business, he might
et a nice little eut of it for the bank.
A commission of 2 per cent. on dealings of
£40,000,000 » year would be very nice for
the institution!

Hon. Sir Edward Wittenoom: One would
think that you wanted te get a good bit
out of the Bill.

Members: Not at all,

Hon. A, LOVEIUIN: I have nothing to
gain fromn the Bill. No member can suggest
that T have the slightest personal interest
in this matter.

‘Members: Hear, hear!

Hon. A, LOVERIN: If it cowes to
persenal matter, the Bill is better for me,
because I have not much longer to be here.

Hon. Sir Edward Wittenoom: You need
not say that!

Hon. A. LOVEKIN: Wec have to realise
faets. The faet is that I have not much
ionger to be here, and while I am alive it
will he of rdvaniage to me with some of
my little hobbies, if the Treasurer has n
surplus rather than a deficit. Tor the first
vear the Treasurer will have money fo
burn.

Hon. J. J. Holmes: Alone he did it!

Hon. A. LOVEKIN: Yes, and in those
eireumstances Lovekin sonld go to him and
ask for a little bit more for King’s Park.
The park has not had sufficient funds for
years, and if the agreement be ratified,
T.ovekin will at last have a chance of get-
ting something for the park. Thus it will
he seen that if there is anything to bhe
rained from the Bill

Hon. Sir Edward Wittenoom: I thought
you were not looking for anything ont of
the Bill?
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Hon. A, LOVEKIN: Neither I am, per-
sonally, Western Ausiralia has behaved
very well to me and I want to reciprocate
and behave as well as I can to the Htate in
retwrn. What has concerned me from the
moment I saw the agreement bas been as
to how Western Australia will fare under
its provisions.

Hon. G. W. Miles: And how the interests
of the next generation as well as of the
present generation will be affected.

Hon. A. LOVEKIN: Yes. Western Aus-
tralia is essentfially a State of primary
prodaction. 1t is the man on the land who
is so vitally concerned. I have been con-
nectea with newspaper work for 40 years,
and I have had to consider economic and
financial questions from time to time. I
know it is an economic truth that you ecan
get taxation only from your foundation
and our foupdation in this State is re-
presented by the producers from the soil.

Hon. G. W. Miles: That is so.

Hon. A. LOVEKIN: They are the men
for whom I am eoncerned. No one could
be more surprised that I have been to see
Sir Alexander Thomson——

Members: Not yet! )

Hon. H. Stewart: The Leader of the
Country Party is Mr. Thomson,

Hon. A. LOVEKIN: I do not know what
hon. members are laughing about. Do they
not know that serviees rendered by indi-
viduals to the Commonwealth are rewarded,
and I assume that sueh services ag have
been rendered by the Leader of the
Country Party in this State, must be ve-
warded in due course with the usual hon-
ours. Otherwise, I cannot imagine why he
should support an agreement of this kind!

Hon, H. Stewart: Is the hon. member in
order in imputing any motives.

The PRESIDENT: Order! Will Mr.
Lovekin resume his seat? The hon. member
knows fairly well that he mnst not impute
motives regarding a member of either this
House or of another place. The hon. mem-
ber may proceed.

Hon, A, LOVEKIN: I had not the slight-
est intention of imputing any bad motive.
If any motive were imputed, it was to the
honour of the man,

The PRESIDENT: It certainly seemed as
if the hon. member were imputing motives
in respect of the aetion of a member of
Parliament,

Hon. A. LOVEKIN: WNo, Sir. T sug-
gested that the hon. member had rendered
services {o the Commonwesalth for which he
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would be honoured. That does not impute
any motive. If the Leader of the Country
Party has rendered certain services, the re-
sults of which we have seen during the last
tew nights, he should be rewarded. Have
members not seen in the “Times,” from
time to time, under the heading of “Inights
Bachelor,” the names of eertain people who
have been awarded the honour “for services
1endered to the Commonwealth.,” It will
be & very proper thing for the Common-
wealth to reward him for the serviees so
rendered.

Hon. J. Nicholson: Are you anticipating
something of the kind yourself?

Hon. A, LOVEKIN: For mysclf I have
failed altogether. I have no chance with
my opposition to this Bill, because I am
burning my boats.

The PRESIDENT: 1 think it would oe
in better taste for the hon. member to pro-
ceed with his speech.

Hon. A. LOVEKIN: [ have been drawn
away from wmy theme and encouraged in
these little asides. 1 hope 1 have done the
Leader of the Country Parly no injury by
reminding the Commonwealth that they onght
to give him some reward tor the services
he has rendered. From what [ have said
it is clear that the contribution of 5s. per
eent, on the part of the Commonwealth to-
wards the sinking fund is no veal advan.
tage and we lave reached the peoint thal
the ounly advantage accruing at the moment
is the tempovary gain of £88,.475. It will
be urged that all the Premicrs of the six
States have aecepted the Financial Agree-
ment and that, in faet, it has been eagerly
nccepted by the several Parliaments. In
Tasmania it was spoken in hy two members
only, one in each Hounse. I am not sur-
prised at the attitude of Tasmanin beeanse
it is lighly advantagecus o that State 1o
get o fixed per capita grant for the next
58 years. Professor Mills, in a paper vead
at Hobart, pointed out that it was the only
advantage aceruing to any State. Tn the eir-
cumstances we need not be surprised at the
attitude of Tasmania. Ax Mr. Holmes some-
times remarks, “Where is the nigwer in the
woodpile ¥’ If we read the debates that have
taken place in eonnection with the Bill when
it was before the Parliaments of other States,
we learn from every Treasurer and from
almost every member who spoke that the Bill
was foreed upon the States under duress
Mr. Hogan, Premier of Victoria, definitely
stated that the Federal Parliament having
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repealed the per capita method of distribu-
tion of the surplus revenue, the acceptance
of the agreement was the best the State
Premiers counld get. It wus, he said, im-
wediately advantageouvs, inasmucb as dur
ing the present year it would avoid addi-
tional taxation of the Victorian people lo
the extent of £363,000, besides minimising
the State’s contribution towards the sink-
ing fund. There we have it. It was not
aceepted for any other reason apart from
its immediate advantage; never mind the
future or posterity ; all that matters is to-day.

Hon. Sir Edward Wittenoom: He said
he could not get anvthing better.

Hon, A, LOVEKIN: Yes, but my poimt
is that they have vot tried to get anything
better, and I say it iy open for the States
to endeavour to get something better. How-
ever, let us deal with the present for
the time being, Alr. MeCormack, Premier
of Quecnsland, in wrgh g the passace
the Bill, said that the Financial Agreement
was the hest that could be seeured in view
of the repeal of the per eapita payments.
It was. he said, immedialely advantageous
us there would be a gain, as against the
per capita payments of 25s. in 1927-28, of
£114,871.  In 1933 it would diminish to
£4,000 and in 1937 would be converted inlo
a loss of £101,000. Aececording to “Han-
sard,” Mr. MeCormack produced in sup-
port of his contentions, a table similar to
that which appears in our own “Hansard.”
In the ease of Queensland, therefore, n
present advantage of £114,000 will be eon-
verted by 1937 into a loss of £101,000.

Hon. JJ. J. Holmes: Per annum?

Hon. A, LOVEKIN: Yes. The Premier
of Queensland was prepared to accepi the
agreement merely for the sake of the im-
medinte advantage. T do not desire o be
uncharitable, but it is obvious that the Pre-
miers were willing to accept advantages for
to-day.

Hon. E. H. Harris: That is to say, the
Premiers immediately swallowed the two
haits held ont fo them.

Hon. A. LOVEKIN: Yes. No attempt
has been made to test the legality of the
withholding by the Commonwenlth of the
threc-quarters of the Customs revenwe. As
T =hall show before T econclude my remarks,
there was move than a hint given by the
High Court judges in the proceedings taken
by New South Wales. That question cught
to he testel. TIn that ease thev nassumed
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that three-fourths of the Customs revenue
wns part and pareel of the expenditure of
the Federal Parliament which, under the
Constitution, thevy were bound to pay to
the States.

Sitting suspended from 615 to 7.30 p.m.

Hen, A, LOVEKIN: Before tea I was
uyuoting from the speeches of the various
Premiers in order to show how it was that
all tLe Premiers so readily agreed to aceept
this proposed agreement. Mr. McCormack,
Premier of Queensland, in urging the pas-
suge of the Bill said—

The ngreement was the Dhest that could be
hadi in view of the repeal of the per eapita
payment. 1t was immediately advantageous,
as there would be a gain as against per capita
23, in 1027.28 of £114,871, Tn 1933 it would

diminich to £4,000, and in 1937 would convert
into a loss of £101,000.

It will be asked why, in such eircumstances,
he should aceept. The answer was given
during the course of the debate. One mem-
ber said that for many years Queensland
had been indulging in a financial jazz; its
eredit had thereby become impaired, and
to restore it, it was advantageous to Queens-
land to participate in the better credit of
other States. In South Australia, the Pre-
mier, Mr. Butler, said—

Ag the State had lost its right to share in
the Customs revenue, the Government had to
make the best arrangement they could with
the Commeonwenlth.

My, Hili, T.eader of the Opposition in South
Australia, said—

The Treasurers were left in a eleft stick in
view of their cmbarrassed finaneial position.
Sir David Gordon, M.LC., of South Aus-
tralia, said—

He was aceepting the agreement with all
the engernesa that a drowning man seizes hold
of any plank to keep afloat. He accepted it
s the best way ont of a difficulty,

Tn Tasmania, apparently, the Government
and Parliament held out hoth hands to
erasp the agreement. There was only one
speaker i each ITouse. The reason for ite
acceptance was shown by Professor Mills
in his paper read at Hobhart on the 18th
Jonuary last. Ho stated that, as Tasmania
was Josing population and must eontinue 1o
do so, it was advantageons to aecept the
present day per eapita payment for 58 years.
In New South Wales the Bill was intro-
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duced by Mr. Stevens, the Assistant Treas-
urer, who said—

The agrcement, having already been signed
by all the other étates, New South Wales, had
it mot signed olso, would have found itself
in an inenvioble financial position, because
the Commonwealth Government had already re-
pezled the Surplus Revenue Act. The immedi-
ate tangible gain was the 2s, Gd. per eent.
towards sinking fund on existing debts which,
m the ease of New South Wales, meant
£22/610. This, together with inerensed in-
terest rate on transferred properties and the
per capita amount, meant to New South Wales
£3,449,421 a year. TFor ter years the agree-
ment would operate to the finaneial advantnge
of the State to the cxtent of £1,602,633,

In reply to a question by Dr. Evatt as to
what would be the disadvantage to New
South Wales during the longer period, Mr.
Stevens replied, ‘°£10,000,000."" If we take
the immediate payment of £1,600,000 ready
cash and put it out at compound interest,
members will see it represents an immense
amount to New South Wales over the whole

period, notwithstanding that after ten
years the State creates a loss of
£10,000,000, 1t iz the same story of im-

mediate advantage and later loss. New
South Wales has a net indebtedness of
£234,088,601, and seareely any sinking fund,
which aecounts for the small disadvantage
of £10,000,000 spread over 58 vears, as
ggainst the immense immediate advantage.
We now come to our own State of Western
Australia. T have shown that we gain
venily nothing from the £88,474 over the
per capita amount. T think T have demon-
strated that the Hs. per cent. contribution
on new borrowings is & myth and a delusion
more than a reality.

Hon. J. R. Brown:
it that it is a myth?

Hon. A. LOVEKIN: I have tried to
explain to memYers that il we find the 3s.
ourselves by paying a higher rate of inter-
est on the money, due to Federal taxation
of the interest. we are veally paying the
He. ourselves. If we had not the agree-
ment, we wounld Dbe able to get cheaper
money. I have also shown that if the .
monev is borrowed from ahroad, and we
pay f£18 per cent, to the Customs on the
imported goods representing that money,
the Commonwealth out of that would pay
ns only 53, Acecording to the terms of the
ngreement, the net debt of the State—that
¥s. the gross debt less the sinking fund of
£8,756,935—is to he taken over by the Com-
monwealth. I do not agree that it is to

How do you make
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be taken over, because there is ny taking
cver abont it, 1f the State is still respon-
sible for the prineipal, still responsible for
for the interest, and still responsible for
the redemption of the loan, there can be no
taking over by another party. Still, we will
adhere to the phrase in {he Bill. The £8,758,
935, whieh is deducted from the gross debt
{o arrive at the net debt, is to be left
with the State, and, on the finalisation of
ihe agreement, the secuvitiex whieh that
amount, represents are to be torn up. At the
present time, interest and sinking fund
charges on that large amount are still pay-
able, but if the securities are destroyed, in-
terest and sinking fund will no longer be
payable. According to the Premier and the
Chief Secretary, there will be a direct sav-
ing this year of interest on this debt, when
cancelled, to the extent of £293,000 in round
figures. and of sinking fund to the extent of
£132,000, making a total of these two items
of £426,000,

Hon. J. J. Holmes: The Chief Secretary
corrected that. He said, “advantage,” not

“saving.”

Hon. A. LOVEKIN: Well, advantage, I
shall use whichever phrase the hon. member
prefers; both phrases amount to the same
thing. Those are the fignres tha{ are com-
mon ground between the Chief Secretary
and myself. If we add the £426,000 to the
£88,475, which I have already shown to bhe
the initial gain, we find that this year the
Treasurer is advantaged to the extent of
£514475. But obviously it is only a tem-
porary relief, and no rveal advantage, be-
eause, instead of having the sinking fund
and using it to redeem our debt, we by this
process of tearing up the securities, simply
extend the redemption of onr debts from an
average of about 144 years to 58 years. In
ather words, posterity pays the piper while
we call the tune.

Hon. A. J. H. Saw: We really postpone
the evil day.

Hon. A. .OVEKIN: That is s0. 1f Dr
Saw were attending a patient, I doubt not
he would always say that the lonmger the
patient lived, the better were his ehances of
recovery. 1 wish to state the case fairly.
Theve is a further advantage to the Treasurer
innsmueh as we have £€19,037,000 of bor-
rowed money to which so far there has heen
no sinking fnnd contribution, but which is
duye for sinking fund, and the Premier
wonld be relicved to that extent. Tf the
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agreement is not ratified, he will have to
find 10s. per cent. for sinking fund on that
money—unless he postponed it, as probably
would happen owing to the state of
the finances—but assuming that he paid,
this nagreement would relieve him of
half on that amount. He would pay
muder this agreement only the 3s. per
cent. lowards sinking fund, so that
this also is an advantage at the moment. It
becomes an advantage sltogether of some
£$475,692, but we must remember that
£426,000 iz attributable to a saving of in-
terest and sinking fund on the present sink-
fund-—the torn up secuvities. T am not going
to labour this matter, because I do not think
this House will ever consent to repudiation
in any shape or form. The people here have
contributed the sinking fund for the redemp-
tion of our debts. It is true that the sinking
fund has been provided out of revenue, and
that for vears there has been a deficiency
in revenue which has been funded. In other
words, we have borrowed money in order fo
contribute to the sinking fund, but ihat has
not been at all disadvantageons to us becausze
it has enabled us to have a fund available
to piek up any stocks that happened to cone
on the market when, through market opera-
tions, the stocks had depreciated. A good
deal nf the Coolgurdie water scheme loan was
picked up on the market at cheap rates and
the money went to swell the sinking fund.
1t is always advantageous in fransaction=
which invelve the monev market to have -
fund by whieh to pick up these depreciat-
ing stocks from time 1o time. Almost every
company does that, If a company desires
to get move capital it makes suve before
launehing its prospectus that its market
quofations are up to the price at which
it is proposed to ask the publie to subseribe
new capital. When the States want ta
float a loan the brokers see that the market
imotations for the stoek are, at any wvate,
equal to the price at which they are offering
the loan, ar at some slightly inereased
amount ahove it. That sinking fund, al-
though ¢veated from borrowed money, has
heen of advantage to us. It has alzo ad-
vantaged us in that it has helped our eredit
in flotations, hecanse the hrokers and in-
vestors see that this State has a sinking
fund and intends {0 rvedeem its debts. T
have here a pamphlet from whiech T wil!
read certain guotations fto the Honse. 1%
gpecially mentfions the ease of Western
Australia as being an exeeption amongs"
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all the States in that it has a sinking fond
for the redemplion of its debts.
Hyn, J. Nicholson: MHave you taken into

acecount, in the event of this agreement
being passed, whether our bondholders

would require extra interest if the vepag-
ment was spread over 585 years?

Hon, A. LOVEKIN : I cannot answer the
hon. member. Apart from the point I an
making as to the advantage of having this
sinking fund, there is the matter of repud-
iation to our bondholders. I know one of
our stocks al this moment which, in the
prospectns of the loan, and in the terms
upon whieh the loan wasz taken up, showed
that this carried a 1 per cent. sinking fund.
Whether or not it mafters to the bond-
holder does not concern me at fhe moment.
There is an obligation on the part of the
State to provide a sinking fund of 1 per
cent. for redemption of the loans when the
time comes, not in H3 vears, but in a short
time.

Hon. J. J. Holmes: The Great Southern
Railway purchase provided for a 3 per cent.
sinking fund.

Bon, A. LOVEKIN- There was one ur-
rangement at 3% per cent., and several ot
1% and 1 per cent. This State bas obli-
gated itself to provide that sinking fund.
Under this agreement, whether we get tha
consent of the bondholders or not, the law
comes into foree, and declaves, whether the
bondholders are consulted or not, we are
going to postpone the payment of our debis
to them for 58 years, and are going to re-
duce the sinking fund to 10s, per cent.

Hon. J. J. Holmes: To 7s. 64.

Hon. A. LOVEKIN: Yes, to 5s. plus 2.
6d.

Hon. J. Nicholsrn: Suarely the hbond-
holders will require to be consnlted before-
hand.

Hon. A. LOVEKIN: The TInseribed
Stock Aet, 1910, provides that some of these
bonds shall have a currency exceeding 3%
years. Tt says in another section that
there shall be a sinking fund provided,
which shall redeem these honds in a period
of 30 vears,. Many of these honds are
taken over under the agreement, that is to
say, funded, and we are for the future going
io wyive them a 58-years currency and pay
to their sinking fund only 7s. 6d. per cent.
There is another advantage in this. The
laree State of New South Wales with
£234,000,000 of Joan money has practically
no sinking fund at all.
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Hon. J. J. Holmes: Less than a million.

Hon, A. LOVEEKIN: Lt is not comparable
to our sinking fund. As a gentleman in
Queensland said, that State will share in
the better credits of the other States.
There is a converse position to this. If this
State, which has provided for the redemp-
uton of its loans has to come in and carvy
the other States which have not made any
sueh provision, we gmet a general rate
applving to  them, all higher than at
preseni. The State which has not made
any  provision, and has been neglectful
in the past, profits by the State which has
made provision, and, enriously enough under
this agreement, the State which has made
provision becomes penalised in the transac-
tion. I want to put this ease forward
fairly, and I have been trying to look at it
fairly. There is vrepudiation we must admit,
but fortunately of the £8,75G,935 of securi-
ties no less than £7 783,577 represents our
own stock which we have purchased with our
sinking fund money, and I presume it fol-
lows we can do what we like with our own
stock. With this gain—true, a diminishing
rain—aof £88,000, to which I have referved,
as against the per capita payments, and the
solid permanent gain throughout the period
of £426,000, it is no wonder that the Trea-
surcr, who is stroggling and mnst struggle
not to have a deficit, has aceepted the agree-
meut. For the future. however, it will be
disastrons. 1t does not matter how the
Treasurer taxes, or what he does, it will he
disastrous if he ever has another deficit.
Perhaps that is ore of the advantages
of the agreement, that there never ecan
be a deficit. The moment there is a defieit,
from that moment we have to payv not only
the interest on the moneyv 51 per eent, hut
we have to eontribute nnder the agreement,
4 per cent. towards the sinking fund, mak-
ing 9% per eent. we shall have to pav on
the amount of the deficit. That is another
advantage of the agreemont to which the
Chief Seeretary and otfers have not dravn
attention. Tt will climinate deficits in the
future. T give thein the henefit of that
point.

Hon. J. J. Holmes: From what source
will they get their revenue?

Hon. A, LOVEKIN: If this arreement is
passed the one sour:e of ohtaining revenne
will be by taxing the man on the land. Tt
must come from taxation.  Whether the
Treasurer receives it indirectly through the
merchants, through the railwavs, or in any
other way, the souree must he the taxation
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of the man who is producing from the soil
whether gold, wheat, or wool. I wish now
to veter to the pamphlet I have previously

mentioned beeause it gors to show the
wenesis of the sinking fund arrange-
ment  under the agrcement. When T

was in London in 1926, two gentlemen of
high repute in the money world, Messrs.
Sydney Russell Cooke and F. H. Davenport,
wrote some arvtieles whieh were first pub-
lished in the “Nation,” and extracts there-
from were published throughont Great
Britain. The artieles were afterwards re-
printed, put into pampblet form, and dedi-
cated to the lmperial Conference of 1926.
T read some of the articles on this subjeet,
and it struck ine at once that if there was
anything in them it was going to be a bad
blow not only to Western Australian finance
in London, but te Anstralian finance gener-
ally. T bought a copy of this pamphlet for
1s. and when I read it through I felt a little
perturbed. T ean generally look through a
thing and offer some sort of eritieism upon
it. This made me seratch my head, so to
speak. T called on the Agent General (Mr.
H. P. Colebateh, now Sir Hal Colebatch)
and spoke to him about it. He said he had
also read the pamphiet. I pointed out it
wonld do a great deal of harm, and he
agreed. After disenssing the matter, we
decided that he should pnt up the points he
thought would answer it, that I should do
the same, and that we should have another
meeting and put up something against this
pamplilet. T went down again to sce the
Agent General, and he was then ahle to in-
form me that the Prime DMinister, Mr.
Bruce, was an his way home, and had been
communicated with and would deal with the
anestion. This was very mnch to our relicf.
Any member who likes {o read the pamphlet
will see that it is neot an easy thing to reply
to. T will read the prefatory paragraph,
which will aceount 17 some extent for New
South Wales coming into the Loan Couneil,
whereas it had always stood out hefore, and
will also aceount for that State coming into
this agreement, TIn iheir opening remarks
these writers say—

As we write the prefatory paragraph New
Routh Wales is demanding £4,000,000 from the
British investor. Another £4,000,000 was de-
manded hy this Statc as reeently as last March.
Not a hint is piven in the prospectus of the
finaneial position of the borrower. A bare
statement is made that the loan is raised for
public works, railways, Sydney harbour, water
congervation, and ‘‘other purposes.’’ The
mouey in point of fact has already been spent,
and the loan is Deing raised to repay the
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State’s banker. We find that on 30th April,
192G, the London account of the New South
Wales Government was overdrawn to the ox-
tent of £6,500,000, Wo merely cite this case
a3 typical of Australian finanee.

What made replying so diffienlt was that
these gentlemen nsed no figures exeept
those which appesred in the official “Com-,
moenweaith Year Book,’ and of course
those figures were unchallengeable by any-
one. 1 notice another passage which T had
marked for my criticism—

The official ** Year Book’’ for 1425, on page
406, says, ‘* The practice of providing sinking
funds has Lcen consistently adopted in the
vase of Western Australia only. and in June,
1923, all the Statc asinking funds amouuted
to £18,000,000 against a gross dcbt of the
States of £306,000,000."?

Then there is a table giving the de-
tails. Here I may refer to a suggestion of
Mr. Stewart about New Zealand and South
African prospectuses being raised. The
pamphlet says

The prospectus of the last loan raised by
New Zealand in the money murket provides
a satisfactory medel of whbat information
should be given, and how it should be pre-
sented, which we commend to the notice of
other eelonial borrowers,

There was quite a stir in London about
this, and after Mr. Bruce'’s arrival there was
the usual function, at which Mr. Bruce
spoke. He said that for the future in re-
specet of sll Australian loans there should
be sinking funds and the prospeetuses
which were put out should contain as full
formation as the New Zealand prospee-
tuses, and also any other information tha:
was required, When Mr. Bruce returned
to Australia he had to redee:a that promise.
Then he had difliculty in getting New
Routh Wales into the T.oan Counneil, and T
have no doubt that this Financial Agree-
irent is larzely the result of an attempt oa
his part to earry out his promise to the
Londop investors., In the 2 per eent. table
which Mr. Simpson originally prepared for
the Premiers’ Conference and to which 1
previously referred, a column was provided
showing the ineveased indebtedness per
head as the population inereased and new
borrowings were added, In the three per
cent. table which the Premier nsed in his
speech, this column is omitted. T will not
exhanst the paticnce of hon. members by
showing how, year by vear, the indebtedness
per head must inerease during the next 30
vears. I will give one example only. T take
the 15-year period referred to by Mr. Collier
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as the turning period when the agreement
will begin to work adversely as against the
per capita 25s. At the starling point our in-
debtedness per head was, in round figures,
£161. In 1927-28 we borrowed, according to
the table, £4,500,000. In the next two years
we borrow £4,750,000 annually, a total of
£9,500,000 for the two years; and after that
we borrow for 12 years at the rate of
£5,000,000 each year. The Chief Secretary
says we shall probably have to borrow
more, The total for the 15 years is thus
£74,000,000 of new borrowing. By that time,
according to this same table, our popula-
tion will have reached 595,137, We shall,
therefore, have added to owr indebiedness
£124 per head. This, added to the £161, will
make an indebtedress, in 1942, of £285 per
head. Tt will work out this way: we shall
then owe £135,060,675, on which interest and
sinking fund will have to be found as fol-

lows:—
£

3,205,038
4,070,000

Intercst and sinking fund
on_cxisting debts

Intérest and sinking fund
on new debts . Ve

Sinking fund on £19,037,
154 of existing dcbt not
now heing paid, but
wlich will be payable
under agreement 47,693

7,412,631

£

Less savings on ecancelled
debt and sinking fund 426,000

Less Commonwealth con-

tributions 561,907

987,907

0,424,724
Additiounl interest and
sinking fund pay-

ments, 1942, withont fur-
ther Commonwealth as-

sistance 3,129,686

1t will be seen that after allowing for every-
thing, £3,129,686 more will have to he found
than at present; and I ask, where is it to
eome from, especially having regard to the
much larger revenue expenditure which will
be necessary owing to the increased popmla-
tion.

Hon. 8ir William Lathlain:  Will not
some of those debts have been redeemed?

Hon. A. LOVEKIN: Surely the kon.
member has not read the Financial Agree-
ment!

Hon. Sir Williamn Lathlain: I am talking
nbout loans in existence, which will mature
in a short period.
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Hon, A. LOVEKIN: The hon. member
knows from the agreement that when those
are redeemed the State bas to continue to
pay 414 per cent. interest plus sinking fund
on them. That is one of the troubles of the
agreement, In 1034 some £8,000,000 of stock
will bave matured. If we kept the sinking
fund we could redeem the stock, but we are
taking that money and putting it in our
pockets and shall continue to make the sink-
ing fund payment on the stock right up to
the end of the period of 58 years. There
is only one bedrock source of taxation—the
soil.

Hon. H. Seddon: Do not you think pro-
duction will increase as the result of the
expenditure of that money?

Hon, A, LOVEKIN: Certainly. It should
do so, If it did mot, that would be a very
bad thing. But let us not forget that the
Treasurer is not going to benefit very much
from inereased produection, because, as every
hon, member knows, while there may be in-
ereased railway freights, there is very little
additional profit from them. The cost of
rendering services in the country, taking the
ratlways as an example, is very often more
than the receipts, and I do not think we ean
expeet very much profit from that source as
an aid to the Treasurer, although the people
will be benefited by inereased production to
the extent that they will be able to pay more
taxes. But whether the tax comes through
the railways or through increased turnover of
merchants, the source of it is in production,
and production from the soil.

Hon, A. J. H, Saw: Do yon maintain
that all taxation comes ultimately from the
roil

Hon. A, LOVEKIN:
tion of some sort.

Hon. A. J. H. Saw: That is a different
matter.

Hon. A, LOVEKIN: We are essentially
primary producers. The new settlers who
rome within the period, let us not for-
get, will not be eontributing very much to
income tax. We shall be carrying those
new settlers for a eonsiderable time before
they can become of value to the Stale
Treasurer. I admit, of conrse, that therc
will be an increased econtribution to the
State’s revenne from the railways and other
services; but the profit from which the
Treasurer will have to find his interest will
not, I am sorry to think, be very gveat.
It is said that this agreement must be ae-

Yes; from produe-
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capted because five Premiers and five Par-
liaments have already accepted it: that us
the Commonwealth Purliament is  para-
mount, if we refuse this we shall get noth-
ing, or at any rate worse termns, and that
no one has snggested a better scheme., That
is the text from which all the Premiers
have preached; it is the fext of the “West
Australian”; it was the Chief Secretary’s
text here.

Hon. J. J. Holmes: And the text of tha
“Daily News.”

Hon. A, LOVEKIN: And of the “Daily
News.” I have already dealt with the five
Treasurers, the needy gentlemen who strive
to gei all they can beeaase they have to
look after themselves.  These five Treas-
urers and lhose five Parlianents are all in
a parlous eondition financially, and have to
seek some immediate way out; and this is an
immediate velief, never mind what happen.
to posterity.

Hon. H, Stewart: There is no generosity
in your estimate of the present leading men
in Australian political life.

Hon. A. LOVEKIN: I do not say it is
the fault of the present Treasurers. The
position is as the gentleman in Queensland
has stated, that for many vears there has
been a financial jazz, and that it is time the
jazz was pulled up. That is where the
trouble comes in. Present Treasurers may
have been only a month or two in office;
some of Lhem certainly have been in office
only a short time. But that is the position
in which they find themnselves, and ‘they
have to extricate themselves from it. As
Mr. Hogan, of Victoria, said, this agreement
will relieve him of Lis immediate difficultie=.
He says, “In the present state of affairs
I ennnot quite see where to impose direct
taxation, and therefore T will take the line
of least resistance and trust to the foture
to right things”

Hon. A. J. . Saw: Tt has heen a jazz
from Brisbane to Rockhampton.
Hon. J. 1. Holmes: To Rottnest, I think.

Hon. A. LOVERIN: Tn regard to the
second point, 1 deny that the Common-
wealth Parlinment is paramount to the ex-
tent of possessing powers to deprive the
States of /their constitutional rights to shars
the Customs and Excise revenues, to par-
ticipate in the surplus revenue, or. by de-
vious methods, to transfer to trust accounts
moneys that the States are entitled to re-
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eeive in order to preserve their solvency.
I deny absolutely that the Federal Parlin-
ment is in a position so to aet. To support
the Commonwealth view, it is urged that
in 1910 the Federal Parliament passed a
Surplus Bevenue Act that -declared that
after a certain date, Section 87 of the Con-
stitulion—that is the Braddon elanse, which
gave to the States the riglht to a share in
the Customs and Excise revenue, to the
extent of three-quarters and to have handed
over to them the balance of the remaining
quarter whieh the Commonwealth might not
need-—ceased to have effect. I is contended
that the words “for ten vears and there-
after until the Parliament otherwise pro-
vides” in Section 87 govern the whole situ-

ation and place in the hands of Parliament

absolute power of determination. It is
urged that in 1910 Parlinment exerecised its
power and that in 1927 it agnin exereised
its power by repealing its action of 1914,
and that by this process, the States have
been legaliy deprived. of their right to <hare
in the revenue and their right to get anx-
thing at all exeept by the grace of the Com-
monwealth, Tn these civeamstances it be-
comes necesary to examine Section 87,
whicl reads—

During n period of 10 years after the estab-
lishment of the Commonwealth, and thereafter
until the Parlinment otherwise provides, of
the net revenue of the Cormonwealth from
dnties of Customs and Excise not more than

onc-fourth shalt be applied annually by the
Commenwenlth towards its cxpenditure.

I hope members will bear those words
in mind, particularly in  view of what

T shall nuote in connection with the High
Court. The latter part of the section reads
as follows:—

The balance shall, iu aceerdance with this
Constitution, be paid to the several States or
applied towards the payment of interest on

debts of the several Statea taken over by the
(.'mmnon\\'n:llth.

C'an this be interpreted to mean that the
Partiament hos power to say that none of
the Customs and Excise revenue shall acerue
to the States? Does it mean that the Par-
lHament ean practically repeal the seclion?
Sueh eannot be, for it would be an altera-
tion of the Constitution, and that ecannot
Lhe brounght ahout except by the methods
preseribed by Section 128, whieh involves
a referendum of the people.

Hon. H. Stewart: Whose is that opinion
von are rending?
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Hon. J. J. Holmes: 1t 1s not an opin-

inn.
Hon. A, LOVEKIN: I am making =
statement.

Hon. G. W. Miles: It is n statement of
fact,

Hon. H. Stewart: Mr. Lovekin quoted
from the Constitution and then went on 1o
tXpress an opinion,

Flon, J. Cornell : He has given no opinion
vet.

Hon. A. LOVERKIN: T am pulting the
query to hon. wmembers.  What does 1t
iwean? Does it mean that Parliament can
jractically repeal the section? For my
own part 1 say it cannot do that, because
it would be an alteration of the Constitu-
tion and that is barred by the terms of
Section 128 which sets out that the Con-
stitution shall not be altered except in the
manner indicated.

Hon. H, Stewart: Exactly what I said.
You asked a question and then vou answer
it. It is your opinion.

Hon. A. LOVEKIN: The hon. member
‘ean put it that way if he likes,

Hon. H, Siewart: I wanved (o know if
that was what the High Court said,

Hon. J. J. Holmes: If has not been given
&5 an opinion; it is a fact.

The PRESIDENT: Order! I must ask
hon. members to allow Mr. Lovekin {o pro-
ceed with his speech.

Hon. A. LOVEKIN: Again, if we take
the words of Seection 87 to the end of the
first paragraph and admit that they apply
to the three-fourths and one-fourth of the
Customs revenune, what then becomes of the
second paragraph, which says that the bal-
ance shall be paid “in acecordanee with the
Constitution” or applied towards the pay-
ment of interest on debts of the several States
taken over by the Commonwealth? The sec-
ond paragraph says that the balance shall be
returned to the States. If the words “for a
period of ten years and thercafter until the
Parliament otherwise provides” apply only
to the first paragraph, what happens to the
second paragraph? Do those words apply te
the second paragraph alse? I submit that if
they apply to the seeond paragraph as well,
it will make absolute nonsense of all sections
of the Constitution that contain those
particular words, These words must con-
note that there shall be some balanee that
must be paid in accordanee with the Consti-
tution or applied towards interest on debts of
States taken over by the Commonwealth,
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But what balanee? It ean only be the bal-
ance of the ono-fourth that the Common-
wealth does not need, because in Section 105
we find a like provision. If says that the
Commonwealth may apply the surplus re-
venne to the payments of interest on debts
taken over.

Hon. J. Nicholson: That is for ten years
or until otherwise provided.

Hon. A. LOVEKIN: But Section 105 does
not eontain those words. What js obviously
intended by the scetion is that Parliament
may, after ten years, vary the methods of
distribution to the States, not that Parliament
may deprive the States altogether of the
nroneys on which their solveney depends.
That was made clear by the debates at Con-
ventions. There are some 18 other sections
in the Constitution, which contain the
words, “until Parliament otherwise pro-
vides.” For instance, Seetion 7 says that un-
til Parliament otherwise provides, there shall
be six senators for each original State, and
that Parliament may make laws for increas-
ing or diminishing the number of senators,
but so that no original State shall have less
thano six senators.

Hon. J. Cornell: It does not say that
they will do away with the Senats alto-
gether.

Hon. A, LOVEKIN: That would be the
logieal result of the interpretation some
people would apply to Section 87. Suppose
Parlinment acted under the seetion and in-
creased, in 1910, say, the number of senators
front six to ten. That would be within the
ammbit of the powers conferred by See-
tion 7 of the Constitution. Suppose
that in 1927 Parliament thonght that ten -
senutors were too many and repealed the
amending Act of 1910, Would that connote
that there should be no senators, or would it
mesn thaté the original seetion would be re-
stored and that there would be six senators?
Certainly the latter wonld be the logical in-
terpretation to place upon that aetion.
Otherwise, we would have no senators at all.
That wonld be the interpretation to bhe
adopted if what is suggested is eorrect in
connection with Section 87.

Hon. J. J. Holmes: <Yon are talking

nbout the three-fourths of the surplus re-
venne?

Hen. A, LOVEKIN: It is perfectly true
thnt under the 1910 Aet they left Section
3 which says that Section 87 ceases to have
effect, but that cannot have the effect of
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repealing it, for it would be an alteration
of the Constitution, and that is not permis-
gsible as T have already indicated in view
of Section 128. I have already placed
in the hands of hon. members copies of
the wemorandum I put to the Federal At-
torney General, Mr, Latham, K.C. T shall
show in a minute what the members of the
High Court Bench had in mind on some of
the points raised. In the pronouncement
of Mr. Latham—hon. members have had
copies of his statement—the Federal i}t-
torney (eneral, dealing with the question
whether the States have a right to a return
of the surplus revenue for all time, snid,
“This js a question on which there is mueh
to he said on Dboth sides” But, 'he
points out, it does not arise at present
as the Commonwealth law provides for
all sarplus vevenue (if any) to be paid
to the States. That is perfectly trne.
While the question may not arise at
present, it will arise immediately the agree-
ment is accepted beeanse there is no surplus
revenue for distribution: it is a fixed pay-
ment aceording to the schedule attached to
the Bill.

Hon. J. Cornell: "hat is where we sign
away our rights to the lot.

Hen. A. LOVEKIN: Undoubtedly. It
says that the Commonwealth shall pay
interest on the debts out of the surplus
revenue payable to the States. That is
practically to be repealed by the amend-
ing Section 105 (a), which the people are
asked to assent to. That section ends up by
saying, ‘““This section shall not be limited in
any way by Section 1057 They have not
the pluck to repeal Section 105 straight out,
and therefore they put it in this camonflaged
manner to the electors. I£ we look through
the drafting of this clause and of the States
Grants Act, it will be seen that skilled hands
have been at work. It will be obvious that
if the States are in any way entitled to
three-fourths of the Customs revenne, they
will be much advantaged ns against the
proposed Financial Agreement and as
against the 23s. per capitn payment, he-
eause Inst vear the Customs and Exeise
revenue totalled £43,000,000 and this Year the
revenue under that headine will total
£36,000,000. TF we take three-fourths of
the Customs and Execise revenue, it will
amonnt to £27,000,000. That amount would
he divisible amongst the States instead of
£7,500,000 which the agreement provides
for. Thus the States would he mueh ad-
vantaged.

[COUNCIL.]

Hon. A. J. H. Saw: How would the Fed-
eral Government carry on in those cireum-
stances?

Hon. A. LOVEKIN: Have they not full
powers of taxation?

Hoa. J. J. Holines: Have they noi spent
£9,000,000 at Canberra?

Hon. A. LOVEKIN: Have they not
wasted handreds of thousands of pounds on
varions Royal Commissions? Do they not
raise £1,200,000 a year from the note issne?
Is there any limit to their taxing powers?
How will they earry on? Have the Federal
Government not alwavs had very extensive
powers of direct taxation, which they desire
to avoid because it is not a popular way of
raising revenue? They would prefer to
tax through the Customs revenne which does
not embarvass them. There is not the odium
attached to indireet taxation, for it does not
appear to strike people individually, but 1s
spread over the whole community unseew.
There is no fuss about taxation imposed
by that means,

Hon. A. J. H. Saw: Then they will earry
on by means of more taxation.

Hon. A. LOVEKIN, Suppose they did,
and that_the States got £27,000,000 bock
instead of £7,000,000, the States would be
much hetter off. We certainly would not
waste money in the manner it is wasted by
the Commonwealth. Never have I believed
in always giving up: that is the attitude of
the weak.

Hon. J. Cornell: The hon. member always
makes a good fight

Hon. A. LOVEKIN: This question has
never been tested—the right of the States
to this revenue. Tn n partienlar case that
was decided by the High Court: the point
was never raised. In speaking to the point
in the New South Wales Parliament, Dr.
Evatt, who was Attorney General in the
Lang Government. said he had examined
this ense more closely than he otherwise
wonld have done. According to the “Han-
sard” of that State, of the 30th May last,
Dr. Evatt snid—

The States have never tested the question
nf the disposal of the surplas revenue from
Castoms and Excise, and the manipulation of
the Commonwenlth trust nceovut.

Dr. Evatt, no doubt, had in mind the case
hrought against the Cornmonwealth Govern-
ment by the State of New South Wales on
whieh the Commonwealth’s contention as to
trust aecounts is based. That case is 10-
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ported in Vol. 7 of the Commonwealth Taw
Reports, page 179.  Before coming to a
decision, this House should examine that
case and see whether it is worth our while
testing the right of the State to the surplus
revenue from Customs and Excise. If we
give that up now by this agreement, we can
never hape to open up the question again.
Tt will be gone absolutely without any at-

tempt being  possible to  test  whether
or not it is legal In  that ease
brought against the Commonwealth by

the New South Wales Government there
were on the hench five of the men who were
framers of the Commonwealth Constitufion.
men who took a lending part in that work.
There were Sir Samuel Grifiths, Sir Edmunid
Barton, Justice O’Connor, Justice Isancs,
and Justiee Higgins.  Those are the men
who decided the case, and it will be ad-
mitted that thev knew something about the
Constitntion. At any rate one wounld expect
them to know something of the intention of
the framers of the Constitution. The claim
of the New South Wales Government was for
£160,000. It was claimed as moneys pay-
able to that State by the Commonwealth as
surplns revenne of the Commonwealth for
the month of June, 1908. The State did not
raise any elaim as fo three-fourths of the
Customs revenne, It had already received
its share of the three-fourths. The Surplus
Revenue Act of 1919 had not been passed,
and the claim of the State was for its share
of one month's surplus revenue, the share
of the surplus of the one-fourth which the
Commonwealth was enfitled to keep. 1 will
not read the case af length, The headnote
of the report sufficiently indieates the jude-
ment of the courf. Tt says—

Seetion 89—under which the claim was made
-—docs not require exact balances to be struck
at the end of each month, but the monthly
payments are to bu approximate amounts hav-
ing regard to the probable total finaneial ex-
penditure of the year. The Commonwealth
Parliament has autherity to appropriate money
out of the Consolidated Revenue for a speeific
purpose, and money so appropriated, although
not actually disbursed, is expenditure—

T emphasise “expenditure”—

——within the meaning of Section 89 of the
Conatitution. and cannot form part of the
surplus  revenue  distributable among the
States under Seetion 94, until the aetual dis-
bursement of it for that purpose is no longer
lawful, or no longer thought neecssary by the
Government,
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Tn the course of his judgment, Sir Samuel
Griffith said—

It is impossible to hold that the balances
are to be finally struck at the last day of
cvery month. The plaintiffs rested their whole
case upon this contention whieh is, in my
judgment, untenable, But the real foundation
of the ciaim of the State ig, [ think—although
disavowed Dby the plaintiff’s counsel—a
wmotion that the financial year iz part of the
order of nature as regards Government fin-
ance, so that the surplus must be finally ascer-
tnined and distributed at intervals not longer
than a year. The practice of making an an-
nal balanee in publie accouats is, no doubt,
bhoth uwsual and, for many purposes, conven-
jent. But it depends upon positive legislation
—at present the Audit Aet as amended by the
Surplys Revenue Aet, 1908 —which cannot ¢con-
trol the construction of the Comstitution.

Towards the end of his judgment, Sir
Griflith said—-

I am of opinion that the plaintiffs have no
present cause of action against the Common-
wealth, [ express no opinion wpon the effect
of placing the summng in gqurestion to the eredit
of trusi accounts, but if the contentions of the
plaintiffs as to the construction of the Con-
stitution were eorreet, T see great difficulty in
the way of holding that anything short of
actual disbursement would be effectual to with-
draw money from the operation of the cxpress
direetion to pay the surplus to the States. or
apply it in payment of interest on State debta.

Bir Samuel {rifith said that three-fourths
ot the Customs revenue was nne +f the ex-
penditure charges under the Constitution,
antt T stressed the word “expenditure’”
Un page -187 of Vol. 7 of th> Common-
wealth Law Reports we find this—

The charges jmposed by the Constitution
inelude the enst of collection (Section R2), the
salary of the Governor General (Scetion 3),
aund judiciary (Section 2} and, for ten years
at least, an obligation to return annually to
the States a sum equal to threc-fourths of the
net revenue from duties of Customs and Bx-
cise, or apply that sum to the payment of in-
terest on State debts (Seetion 87),

Tither one or the other had tv ne dune,

Subject to the charges imposed by the Con-
stitution, the Parliament have full authority
to apprepriate the revenue for any purposes
of the Commonwealth,

Mr. Justice [sanes said—

There are charges, such ae. for instanee, the
cosl of collection and management, ete., and
there are Wabilities, such as certain salaries,
and three-fourths of Cnstoms and Exeise
dutics under Section 87, whiech must first be
satisfivd. But the ‘‘charges and liabilities*?
once provided for, the Parliament has unre-
etricted power to ‘‘appropriate for the pur-
poses of the Commonwealth?’ every penny of
t}hc ]r('\'enuo in the Consolidated Revenne
fund.
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Sir  Samuel Griftith  practically holds
out an invitation to test the ues-
tion, and that is evidenfly what D

Evatt had in mind when he said the
question had never been tested. Although
it is a very aoubtful point, T «o 2o far as
to say it is worth the Stat:’s wh'le to try
to attnin the prize rather than give up thef
ghost and accept anything that is offered
which, in the course of a very few years,
en the admission of every Premier and
everyone else, must prove a disadvantage
to the Stutes, Mr. Justice Higgins said--

It is not contended that the Federal Parlia-
ment hag in any way transgressed ‘the Brad-
don cluuse’’:  Section 87—the seetion which
ensures to the States that not mere than o
quarter of the net revenue from Cnstoms and
Execise shall be applied annunlly to Common-
wealth expenditure, The Commonwealth Par-
liament has kept within its quarter, but, fore-
geeing large commitments in the near future,
it has put aside, appropriated, part of the
fourth to mcet them, and the Treasurer is
given power, so long as he does not exceed
the quarter under the Braddon ciause, to pay
to the credit of, these trust accounts sueh fur-
ther meneys of the Consolidated Revenue
Fund ns the Governor-General in Couneil thinks
HUCORSUTY,

Ion. A, J. H. Saw: Do you Fnow whether
any law officer of any State has piven his
opinion on i'ie question?

Hon. A. LOVEKIN: Yes, two, and both
eminent men. Bul Mr. Nicholson will kmow
that lawyers, like doctors, sometimes differ
in their opinions. Dr. Evatt holds that
the sarplus revenne is claimable by the
States, My suggestion is that before we
commit ourselves to the agreement, in the
interests of the States themselves, the nues-
tion ougii to he decided.

Hon. J. Nicholson: Do you suggest, then,
that we should delay econsideration of tha
Finaneinl Agrecement until the question is
determined ¢

Tlon. A. LOVEKIN: I do not think we
should give it up; we shounld do everything
in ouwr power to retain the sovercignty of
the States. If we are going to increase onr
indebtedness as proposed, and double our
interest bhill in 15 vears, what shall we do
in the succeeding 43 years? We would not
dream of doing sach a thing in our privais
lives. We would not budget for ten years,
let alone 50 years; yet ns a State we are
pledging posterity for 58 years, Even if
we reject this agreement we cannot bs any
worse off. The £473,000 that we would
he getting in the course of 58 years is an
absolute bagatelle, hut could any Common-
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wealth Government live through a session
of its own Parlinment if it collected
£36,000,000 or £40,000,000 through the Cus-
toms nnd refused to veturn a reasomable
amount of it to the States in order that
they might develop in their own interests
and in the interests of the Commonwealth
eenerally?  Such a position is quite un-
thinkabhle. 1 wish to answer a few points
that have been raised beeanse the publie
ought to be aequainted with the pros and
cons.

Hon, G. W, Miles: XNone of this will
ever be publishied by the Press we have to-
day.

Hon, A, LOVERIN: As regards the
electors of the Metropolitan Provinee, 1
shall see that they have a report of the
debates on this Bill, both on the second
reading and Conmitiee proceedings. The
salary T receive here T am preparved to ex-
pend in that manner.

Hon. A. J. H. Saw: Yon will not under-
take to say they will read it.

Hon. A, TLOVEKIN: If thev do not
read it and they have to pay the pipcr
afterwards, it will be their own fault, I
ghall be velieved of responsihility after hav.
ing done my best for them.

Hon, G. W. Miles: We have a Bruoce-
Enstern States Press published in Perth
every day, barring only the “Sunday
Times,” “Truth,” and Warker.” You know
that, do you not?

Hon. A. LOVEKIN: Mr. Bruce, in be-
ginning his speech on this Bill, said—

He had abolished the per eapita distribu-
tion beeause the prineiple of one Government
taxing and handing over the money for ex-
penditure by another Government was vicious.
The answer to that statement is, “This very
agreement perpetuates the viciousness.”

Hon. J. Cornell: Of course it does; noth-
ing else.

Hon. A. LOVERIX:
said—

Mr. Bruce also

The per capita system has Dbroken down as
for years Western Australia and Tasmania
have heen reeeiving in exeess of the per capita
amount,

That is perfectly true. It shows how un-
fair and inequitable the per eapita systemn
has been and that some change is necessary
in the distribution of ithe money. I cannot
think of anvthing better than T have sug-
gested. namely, that population, indebted-
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ness and area should be almost cqual fae-
tors when fixing the amount.  Another
point he made was that owing {o war com-
mitments the Commonwealth nceded more
meney. I answer that by saying the Con-
stitntion speeially gives the Commonwealth
the power of direet taxation for that very
purpese, and it was so stated during the
Convention debates. It is said that the
ngreement will remove existing uncertsinty
and provide a definite basis for State fin-
ance. The reply is that a much better an:d
more definite basis could be reached by an
honest return of the surplus revenue, which
the States contribute to and which would
inerease a3 the States borrowed, developed
and extended population. It is said that
the agrecinent will enhance the eredit of
Australia abroad. I have shown what en.
hanced the eredit of Australia abroad and
what has been the practical experience. If
we take the loans during the last 12 months,
we will see that it was not the eredit of
Australia but something more fangible in
the case of Western Australia, namely, the
provision which was being made to redeem
the debts. Tt is said that the States will
receive definite assistance from the Com-
monwealth over a long period, which ean
only be interfered with by the consent of
the States, as compared with the present
per capita payments, which can he discon-
tinned by the Federal Parliament at any
time To that I reply. that althonzh th-
per capita method of distribution might be
altered at any time, the distribution of the
<arplus by some method or other camnot b
interfered with except by the consent of
the people. I have guoted figures by Mr.
Wickens to show what the effect of this
ngreement will be when each State dounbles
its popaulation.
Government thai if this guestion is not
now finally settled, if the matter is lefi
over to a Parliament in which Labour may
kave a majority, therc will be a danger to
the States of the whole of the moneys being
withheld from them for the prosecution of
fancy schemes, which may be put for-
ward by future Federal Governments.
The answer to that argument is that
the danger will bhe accentunted . 2s,
with Increased population, less war ex-
penditure, and as soldiers and their depen-
dents pass away, so revenues will inflate
and, there being no additional payments {a

It is said by the Bruce.
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ke made lo the States, colossal sums will
be available for many fancy sehemes.

Hon. €. I'. Baxter: All those amounts
would nol meet one of the faney schemus
that a Labour Government would be com-
mitted to.

Hon. J. Corzell: You are guing 1o hare
a Labour Government whether yon have an
agreemen! or not.

Hon, A. LOVEKIN: I have tried to
demonstrate, firstly, that the £88475 re-
veivable in the first vear over and aboie
the 25s. per capita payment is only four
or five years' purchase of the per capita
nayment that would acerue consequent
upon the inerease of population. As a busi-
uess proposition, no one would entertain
such & gnin for so few a vears at the ex-
pense of such huge losses during the fol-
lowing 30 vears, The second point T have
tried to make elear is that the 3s. per cent.
towards sinking tund on new debis is a
delusion, as the 8tate will pay that amount
and considerably meore by the increased
rate of its interest, due to Commonwealth
taxation or Customs duties levied on goods
imported with moneys borrowed. My third
point is that the real and only gain, not
to the State but to the politieal Treasnrer,
i5 the serapping of the State sinking fund.
Fourthly, that the ecreation of the Loan
Counei! as a statutory body is largely due
to the adverse comments in London on
Australian finanee, from which adverse
comments Western Australia was excluded.
Fifthly, that the proposed increased bor-
rewings will so raise the indebtedness per
head as to invelve taxation bevond the cap-
aeity of the taxpaver to meet it. Sixthly,
that the fixed sam payable to Western Aus-
{ralia annually is unjust avd unfair to this
State as against other States. Seventhly,
ihat if the agreement bhe refused, the right
of the States to the three-fourths of the
{"ustoms revenue can be tested, wherens by
aceeptance of the agreement the State, of
its own volition will surrender such right
for all time. Eighthly, that in any event
the Commonwealth (rovernment could not
retain the whole of the Customs and excise
revenues, nor could the State fare worse
than the receipt of 23s. per head, inasmuch
ag the people have already refused to make
that smn permanent on the ground that it
was an insufficient return. I have occupied
much longer time than I expected or in-
tended to do. T have discussed this question
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on several occasions and it has been cast at
me that I am not an Australian, but that I
am only a little Australian who is putting up
a ease for one State as against all the Aus-
tralian iuterests. I am aware that sentiment
in these cases plays a very big part. 1 believe
in Australia, 1| reeognise that this greaf
Australian tree has rools scattered over a
Iuge aven of six States; I also remember that
one-third of its roots are in this wesiern
third of the continent, this State of Western
Australia, and I know from experienee that
it you damage part of the roots of a tree,
you injure the whole tree. Certainly if you
damage so great a proportion as one-third
you do incalculable barm to the rest of the
tree. I desire to preserve that tree sound
and intact, and if you sugwest sentimental
grounds to we, I say I am strongly pro-
testing ngzainst this agreement, because 1its
effect will be materially fo injure the roots
of the tree that bave their habitat in West-
ern Australia.

HON. H. STEWART (South-East)
(8.58]: I desire to congratulate the Chief
Seeretary and Mr. Lovekin on the very full
and able manner in which they have dealt
with thiz question. T wish to thank JMr.
Lovekin also for the trouble he has taken to
place hefore us, prior to the assembling of
this House, important information that has
enabled us to conduet our inguiries and so
be the better prepared to deal with the Bill.
1 ind myself in agreement with much of
what Mr. Lovekin has said. I believe every
member is giving very eareful and full eon-
sideration to all phases of the question and
that each is anxious to do what be thinks is
in the best interests of Western Australia
and of Australin as a whole. Though one
may read everything that has been published
and may institute eompavisons by following
out various avenues of investigation, it seems
to me that what is going to tell is a mem-
ber’s individual and well-balanced judgment
as to what is best for him to do at this stage.
Reading and arguing ave not the only things.
Careful thought is required in order to
arrive at a mature judgment. T believe that
every member of the Chamber will aet in
accordance with what he considers to be in
the best intercsts of ihe people. The Prime
Minister stated in his speech in the Federal
Parliament that the States had no legal,
moral, or constitirtional right to participate
in the Customs vevenue, under Section 87
of the Constitation. T find myself com-
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pletely in aceord with Mr. Lovekin in this
matter. I am extremely disappointed that,
since 1910, 18 years have elapsed without
the States trying to test the position to find
out how they stood. I think in this Chamber
we have cause for grievance in that the
Premier did not before (bis agreement was
signed seek to do his utmost to induce the
other States to combine with him in testing
the position.

Hon. A. Lovekin: Curiously enocugh, it
has never arisen.

Hon. H. STEWART: Since the date of
the Prime Minister’s speech on the 15th
December last, there has been time for the
representatives of the States to come to-
weher, and inaugurate proeeedings in the
direction indicnted by Mr. Lovekin, T re-
gret that eonsideration of this agreement
was not deferred until after the publieation
of the report of the Royal Commission ap-
pointed to inquire into suggested alterations
to the Commonwealth Constitution, and also
until the referendum, designed to secure
authorisation for alterations to the Consti-
tution, and permitting the Commonwealth
to make this agreement, had beern taken.
The reason given is that theve might have
been a change in Government, and that the
incoming Administration would have given
less consideration to the States than the
Bruce-Page Government have given under
this agreement. T would have sympathised
with the supposed necessity for hurry were
I not very confident that the Bruce-Page
Government will, after submilting them-
selves to the electors, ecome hack for another
term. Tt is on that assumption I feel that
delay would have been warranted, pending
the publication of the report of the Royal
Commission and the taking of a referendum.
The point to consider is, what shall we lose
by this agreement. I fingd myself in accord
with Mr. Lovekin in feeling that to-day the
State enjoys an advantage, because of our
eredit and our sinking fund. On that score
we shall lose. Our credit to-day stands
better than that of the Commonwealth, and
of most of the other States. We cannot see
nhead of us, and we eannot know what the
productive capacity of the State will be
from year to year. We caunot say whether
we may not have ounr turn of drought and
adversity, Althongh our position s so
favourable to-day, it may be altered in the
future, certainly during the 58 years, the
period in which this agreement will operate.
To-day, however, we have an advantage, and
it is proposed that we should sacrifice it.
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The other States will benefit by our coming
into the agreement. They will gain some
advantage in credit by being pooled with this
State. From the point of view of Australian
finance and Austraiian borrowing vader this
agreement, and of the formation of the
Loan Council, this document certainly is in
the interests of Australia as a whole. What
do we gain? The matter has been treated
exhaustively hy the Chief Secretary and Mr.
Lovekin, When it is all boiled down there
is no real or substantial gain for Western
Australin. Those who favour the agreement
do 50 because it stabilises the future for the
next 58 years.
Hon. V. Hamersley: It is an expedient.

Hon. H. STEWART: Yes. Whal do we
retain? We o not retain the full benefit of
the improved credii that we now have, but
by the provisions of the agreement we retain
the real practical benefit that acerues from
our having established a sinking fund over
a long period of vears. It may be well to
draw the attention of members to what eaused
a query in my mind. I refer to Part 11, the
temporary provisions, which come into force
on the 30th June, 1927, and remain in force
until the 30th June, 1929; also Part 11,
the permanent provisions, which provide
that New South Wales ghall receive different
treatment from that uccorded to the other
States. I wondered why that was so. It is
provided that New South Wales shall not
contribute her Hs. per eent. to the sinking
fund eontribution, either under the tem-
porary or permanent provisions, until one
year later than the other States. I found
on inguiry that this arose because New
South Wales came in late on the Loan Coun-
cil, after the dvafting of the agreement. Be-
fore that State came in it had already made
its commitments with regard to loan moneys
12 months later than ihe other States had
arranged fo do through the Loan Council.
Consequently it was provided that New
South Wales should start a year later in
making eontributions fowards the sinking
fund, and that it shonld continue its pay-
ments for n year after the other States had
finished, namely, in 53 years. I regard as
a very wise provision 3J, Part 11, of the
permanent provisions, which sets ont that
the State defieits shall be met by loan, to
which only the State concerned shall pro-
vide from revenue a sinking fund eontribu-
tion of 4 per cent. per annum. It is to be
hoped this provision will have the desired
effect, and bring about careful finnneing on
the part of both State and Commonwealth

* me off the track.
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Treasurers. Because, no doubt, he antici-
pated ecriticism of the Australian Lean
Council, it seemed necessary for the Chief
Seeretary to deal with its constifution and
the methods to be employed by that body.
After carefully considering the provisions of
the Bill governing the personnel and the
operations of the Loan Council, I regard
them as being as fair, equitable and reason-
able as we could well expect them to he. I
fail to see that any trouble is likely to arise
s0 long as those operations are con-
ducted in accordunce with the provisions
of the Bill. It is quite possible that
while the Loan Couneil is functioning,
Western Australia, if its credit is good, will
be permitted, by the unanimous decision of
the council, to raise loans in its own name
in whatever markel it chooses. If Western
Australia’s eredit remains in a better rela-
tive position that that of the other States,
the State would guin that advantage.

Hon, H. Seddoes: There is nothing to
prevent that.

Hon. H. STEWART: No. We have no
reason to anticipate that the Loan Council
will behave in such & way that it will ereate
an obstaele to prevent Western Australia
from doing the best possible for itself.

Hon. J. J. Ilolmes: The Loan Council
would have to Dbe .unantmous before that
eould he done.

Hoen. H. STEWART: Is there any reason
why the Twan Couneil should adopt & aog-
in-the-manger poliey?

Hon. J. J. Holmes: Has no dog-in-tha-
manger policy been adopled since Federa-
tion?

Hon. H. STEWART: If T took np the
hon. member’s interjection it might lead
One thing we cannot
eliminate from our minds is the disability
Western Australia has suffered since Fed-
eration. In the first place, we had highly
eonsiderate treatment in that the Common-
wealth Government appointed the Federal
Disabilities Commission. In that respect
we received consideration that had never
heen pxtended to us before. The Commis-
sion made various recommendations. The
first was that this State should have con-
trol of its Customs for a period of 25
vears, subjeet to making certain pavments
to the Commonwealth for cost.of collection
and so fortl. That recommendation was
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contained in a wajority report; it was not
a4 unanimous recommendation. Has the
recommendation been ecarried out? An-
other recowmendation wus that Western
Australia shonld be paid a contribution of
£450,000 per annum as from the 1lst July,
1924, the amouni to be exclusive of the
special grant, which was a diminishing
factor from yenr to year. The eontributivon
of £450,000 was to be made until the frst
recommendation, of 25 years’ control of our
own Customs, bad been brought into effect.
Further, there wns a minority report re-
commending & contribution of £300,000 per
anpum for ten years, the amount to be Jess
the dimiuishing speeial grant. Not even
the mninority recommendation has been put
into effect in Western Australis’s favour.
It is to be,noted that the contributions wery
recommended to hegin as from the 1st July,
1924, Y¥or that year, however, we receive:d
nothing. As from the 1st July, 1925, we
were paid £450,000, an election being on
and things being pretty good. Since then,
under another Iederal Aect, we have re-
ceived £300,000 unpually as from the 1st
July, 1926, the contribution to continue for
only five vears and not 10 years as was
reconunended. In effect, it comes down Lo
£204,000 for the first year, and increases
by £10,000 annnally for the subsequent
four years. 1In view of those recommenda-
tions of the Disabilities Commission, and
in view of the manner in which they have
heen carried out, it seems to me that when
the Financial Agreement eame before tibis
Parlinment, I will nol say bhefore this
Chamber, was the time for Parliament as a
whole to endeavour to get the disabilities re-
moved, and certainly to get them removed
before anything was done to tie ourselves up
in regard to the future,

Hon. J. J. Holmes: If you pass this
agreement, you lose your only chance.

Hon. H. STEWART: 1 agree that the
position will b infinitely weaker. However,
action of the kind [ have indicated has not
been taken, The faet of our not having re-
ceived even the minimum consideration re-
commended by the Disnbilities Commission
pave ample veason for this State’s Parlia-
ment going into the whole question and en-
deavouring by resclution tu indicate onr po-
sition, Another place might have =zeat up a
resolution to that effeet, asking for the con-
currence of this Chamber. But that is not
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the position. The position is that another
place has by a substantial majority carried
the agreement. And that is not all. By
carrying the agreement another place has so
wenkened the position that if this House
were to turn the agreement down, not only
would it be impractieable to put up an ade-
quate ease for the eonsideration of the Com-
nonwealth, but there would be grave risk of
ereating trouble with regard to Australian
finance as a whole, and of placing Western
Australia in a diffieult and invidious position.
We are not to blame for that. Anything that
this Parliament as a whole might have done
has been rendered impossible by the action
of another place.

Hon. G, W. Miles: That is no reason why
we should shirk our responsibility.

Hon. II. STEWART: I finish with these
words, that in my judgment what has been
done in another place has been done by such
a majority as to weaken for all time West-
ern Australin’s position as regards obtaining
remedies under the report of the Disabilities
C'ommission, and has made it futile for this
Chamber to do other than earry the agree-
ment. Consequently, though I intend to vote
for the Bill, T would much rather be support-
ing conenrrence in a resolution from another
place to seek better conditions for Western
Australia,

On motion by Sir William Lathlain, de-
bate andjourned.

House adjourned at 9.25 p.m.
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