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PREFACE

During August, September and QOctober of last
year, I contributed to the Argus, Melbourne, and
the Sydney Morning Herald, a series of twelve
articles under the title “Papers for the Times—
Simple Economic Studies.”

From time to time, since their publication, I
have received requests that these articles should
be brought together in a small book. With the
permission of the editors of the two journals in
which they originally appeared, they are here re-
printed, together with an article on “The Position
of the Farmer,” that appeared in both papers on
6 March last. It has been necessary to bring
up to date certain figures used in two of those
articles and to indicate that much of the general
scheme suggested in another has now been com-
pleted. Otherwise the articles are practically as
they appeared in the above journals,

Owing to the growth of Government deficits
and the increasing degree to which they have
been financed in recent months by the issue of
treasury bills, there is’ a danger that credit will
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be expanded beyond the requirements of the situa-
tion, and that uncontrollable inflation will follow.
The importance of this problem has led me to -
include in the book an article on “Government
Finance and Inflation,” part of which originally
appeared in the Argus and was reprinted to-
gether with the remainder, as the Bank of New
South Wales Circular for 19 December, 1930.
I am indebted to the General Manager of the bank
for permission to reprint this circular, Owing to
the increase in the floating debt and to certain
changes in the data on public finance published
by the Commonwealth Statistician, slight amend-
ments have been made in it.

This book is published in the belief that it will
provide students of the Australian problem (and
they should embrace the whole population at the
present time) with the main facts and the ele-
mentary arguments for an understanding of the
causes of the present depression. It also con-
tains an explanation of how inflation develops
through the piling up of government deficits.
The book may, therefore, assist in educating
governments and public opinion upon the urgent
necessity for the strictest economy in expenditure,
and the development of a plan that will lead to
budget equilibrium in the not distant future.
With the experiences of so many European
countries before us, we should regard this pro-
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blem as a major issue at the moment. To quote
a resolution from the International Financial
Conference held at Brussels in 1920: “The coun-
try which accepts the palicy of budget deficits is
treading the slippery path which leads to general
ruin; to escape from that path no sacrifice is too
great.”

In collaboration with Professor Shann, I
recently published The Crisis in Australian Fin-
ance, 1929-1931 (Angus & Robertson). Readers
are referred to that werk for further information
upon the problems discussed in this littlé book.

I dm greatly indebted to Professor Shann for
encouraging me to collect these papers for re-
publication and for assistance in revising the
material and in reading proofs. -

D. B. CopLAND.

University of Melbourne,

1931. 15 April,
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I. NATIONAL INCOME

THE starting-point in economic discussion must
" be the national income. It tells us how success-
fully we are using our natural resources, and it
sets the limit to our standard of living. For a
short period we may raise the standard of living
by drawing upon oversea loans. Unless the loans
~ are spent upon productive assets which leave a
surplus income to the nation after meeting all
charges we cannot maintain the higher standard
of living. The ultimate source of private incomes
is the amount of the national income. With a
given population no permanent rise in average
incomes is possible unless the value of goods and
services produced has increased. This value is
dependent upon (a) the amount of goods pro-
duced and services rendered; and (b) the prices
at which these goods and services are sold,. We
may sustain the volume of goods and services,
and, owing to a decline in prices, experience a
fall in the monetary value of the income. On the
other hand, a rise in prices may increase the value
of income without any change in the quantity of
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goods and services. These disturbing effects of
changing prices will be considered after we have
examined the nature of the national income.

PRODUCTION CLASSIFIED

We commence with the year 1926-27, because
in that year we have a careful estimate of the
distribution of the national income among groups
of industries. From investigations that have
been made by Australian economists we know '
that the total income in that year was about
£600,000,000, approximately £100 a head of
population. That income was produced by three
groups of industries—export, sheltered, and pro-
tected. The classification is not simple, because °
some exporting industries, notably sugar and
butter, are also protected. We have to classify
them as protected. They are able to charge an
Australian price for domestic consumption, and -
they are not open to all the rigours of price
changes in the world’s markets for their products.
Most protected industries, however, sell their pro-
ducts in the domestic market, and they are exposed
to competition from imports only after the import
duty has been paid. Export industries are those
which sell their goods in the world’s markets,
and are not assisted in Australia by a protective
tariff. Wool and wheat are important examples
of these. DBetween these two groups are the
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sheltered industries. By their nature they are not
exposed to foreign competition, because the ser-
vices they render cannot be transferred from one
country to another. Rail and motor transport,
education, the administration of government, and
the services of a secretary to a chamber of com-
merce or a trade union are examples.

The production of the export and protected
industries can be estimated. The balance will be
sheltered industry. In 1926-27 the distribution
was as follows :— |

Export industries .. .. .. £150,000,000
Protected: industries .. .. £150,000,000
Sheltered industries er +» £300,000,000

These figures were worked out by the com-
mittee of economists who reported upon the
Australian tariff in 1929. The details are in their
report. There would not be an appreciable change
in subsequent years provided that no violent
fluctuations in prices were recorded. We may
therefore assume that, roughly, one-fourth -of
the national income was produced from export
industries, another fourth from protected indus-
tries, and half from sheltered industries. A
serious disturbance of the price level for exports
would upset this distribution. That is precisely
what has happened during the last twelve months,



4 THE AUSTRALIAN ECONOMY

INTERDEPENDENCE OF INDUSTRIES

The three groups of industries are mutually
dependent. A failure of any one group to supply
its accustomed quota of income will diminish the
prosperity of the others. Anything which en-
hances the prosperity of one group will normally
react beneficially upon the other two groups. An
increase of efficiency in protected or sheltered
production will reduce the costs of export pro-
duction. The effects of reduced costs in any
group are indeed cumulative. Costs in other
groups are reduced, and this makes possible lower
costs in the group in which the original reduction
took place. The lower costs may be brought
about by improved efficiency in management, the
increased use of machinery, or the fall in the price
of imported raw materials. Or again there may
be a reduction in the cost of living, followed by
an adjustment of wages that would lower costs,

But the most striking cause of rapid changes in
the prosperity of any group of industries arises
from fluctuations in prices, and the export indus-
tries are very much exposed to such changes.
For some years until 1928-29 Australia enjoyed
favourable export prices, especially for weol.
That enhanced the prosperity of export indus-
tries, and their increased purchases from sheltered
and protected industries spread the benefits to
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these groups. Thus we had a basis for rising
wages and a generally higher standard of living.
The borrowing of some £30,000,000 a year over-
seas added to the gaiety of economic life, and
while the high prices and the borrowing lasted we
experienced an era of prosperity.

It would, however, be a mistake to assume that’
we wasted our higher income in extravagance.
There was, indeed, a good deal of non-productive
expenditure, both public and private. All classes
of the community spent too freely. But with this
higher spending there was also an increase in
efficiendy in many industries. We grow more
wheat per acre and we carry more sheep to theacre
than we did ten years ago. Some of our secondary
industries have lowered their labour costs despite
rising wages, and in sheltered industries, like
transport, we are getting better services. But
the prosperity induced by higher prices and over-
sea borrowing provided a basis for much wasteful
expenditure. We have now to retrace our steps.
Borrowing has become almost impossible, and we
have suffered a serious loss in the decline of
export prices. The volume of production in the
export industries has not declined. It has been
revalued by the fall in prices. Last year we had:
less than £100,000,000 for exports compared with
£145,000,000 under normal conditions before the
slump in prices, This fall in income in export
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industries imperils the prosperity of protected
and sheltered industries, upsets the balance
between nnports and exports, and lowers the value
of the national income as a whole.

In subsequent articles will be considered the
economic effects of this fall in income.



II. THE BALANCE OF PAYMENTS

MonEy is a medium of exchange. A producer
sells his products for money in order to purchase
the goods and services he requires for his stand-
ard of living or the maintenance of his industry.
Money is only the intermediary through which
the exehange of goods against goods is arranged.
The farmer, for instance, sells his wheat for
money, and from the proceeds he makes what
payments are necessary for the goods and ser-
vices he requires. Any surplus may be invested
or kept, as a balance, at the bank. A deficit may
be met by an overdraft. His total payments must
be equal to his receipts, if we include in the pay-
ments any investments made, and in the receipts
any loans obtained. We may look upon the pay-
ments and the receipts as the farmer’s balance of
payments.
DEBITS AND CREDITS

This simple example may be applied to the
transactions of a country as a whole When
viewed in this way the problem of international
B
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exchange is reduced to simple terms. Australia
has payments to make abroad, and these payments
must be met from the proceeds of what she sells
abroad, or receives from loans raised or from
other sources of oversea income. The payments
are the debit items in the balance of payments:
the receipts are credits, and there must be a true
balance between debits and credits. A good deal
of confusion is caused by discussing the balance
of trade, when attention should be concentrated
upon the more comprehensive balance of pay-
ments. The balance of trade refers exclusively
to the relation between imports and exports. But
- this relation is in part determined by the other
items that enter into the balance of payments.
Thus, if we are borrowing heavily from abroad,
or if foreign capital is being invested in Aus-
tralian industry, we may be able to continue for
a long time with an excess of imports over exports
(an unfavourable balance of trade). The heavy
imports are made possible, and indeed are a
natural corollary of the oversea borrowing.

We should therefore consider the balance of
trade always in relation to the balance of pay-
ments. In the latter the chief credits are exports,
public loans raised abroad, private capital from
overseas invested in Australia, the expenditure
of visitors to Australia, and the interest received
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by Australians upon capital they have invested
abroad. On the debit side are imports, interest
and sinking fund on the public external debt,
interest on private capital invested in Australia,
and the expenditure of Australian tourists
abroad. There are other minor items, and we
have no accurate knowledge of the amount of
 some of the items mentioned, By far the most
important are imports and debt obligations on
the debit side of the balance, and exports and
oversea loans on the credit side, and we know the
value of these items.

5
THE BALANCE OF 1925-30

We may now examine the nature of the balance
of payments in recent years. Taking the chief
items, the imports and exports for the two years
ended 30 June, 1929, were nearly equal at about
£145,000,000; and the public loans raised abroad

- were also approximately equal to the annual

obligations on the external debt. Hence the
receipts balanced the payments, The receipts in-
crease our London funds, and the payments are
made from these funds. As long as receipts are
equal to payments there is no scarcity of funds-
in London. In recent years the supply of London
funds depended upon the value of Australian
exports and the loans raised abroad. Both these
fell substantially in' the year ended 30 June, 1930.
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The chief items in the balance of payments for
this year may be stated as follows:—

DEBITS
Imports ev as ea e .. £131,000,000
Debt services .. .. .. .. £36,000,000
£167,000,000

CREDITS
Exports of goods .. .. .. £97,000,000
Exportsof gold .. .. .. .. £28,000,000
LoansinLondon .. .. .. .. £15,000,000
Deficit vr ee ar ws .. £27,000,000
£167,0005000

This is a very rough approximation: all
minor items are omitted. Such items would only
increase the “deficit.” The loans include two
issues of Treasury bills of £5,000,000 each, and
loans raised for the cities of Sydney and Bris-
bane. The deficit really represents the amount
of short-term borrowing that has been necessary
for meeting the payments on the debit side. Two
main items are involved: (a) the funds belong-
ing to foreigners but retained in Australia on
account of the high exchange rate, and invested
temporarily in Australian securities; and (b) the
overdrafts we have obtained in London,
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PROSPECTS FOR 1930-31

We adjusted our balance of payments in 1929~
30 by three expedients—exports of gold, over-
drafts in London, and the retention of some funds
in Australia. These expedients are not available
except to a minor degree this year. We may wipe
out our deficit by raising a long-term loan in
. London, but for the current account we can
expect no assistance from loans, and very little
from the other special measures that we used last
year. London funds will be built up mainly from
exports. A good wheat harvest will increase our
exports, but with present prices for wool-and
wheat we cannot expect to make up more than a
small amount of the £45,000,000 decline in the
value of exports recorded last year *

It would be rash at this stage to state a figure;
but for purposes of illustration let us take
£100,000,000. From this sum the Government
must have £36,000,000 for its overseas debt obli-
gations. A margin of £64,000,000 will then be
left for imports. This is a decline of £67,000,000

® For the first eight months of the year 1930-31 exports of gooda
amounted to £69.000,000 and gotd £7,000,000. But the goods are
valued at Australian prices Including exchange. Degpite many
wheat and butter exports the sterling value of goods exported iz
not lkely to reach £30,000,000. Imports for the elght months fell
to £47.000,000 and for the whole year may reach only £65,000,000.
But thla is abnormally low. If they are only £70,000,000 In future
and export prices do not Improve the excess of exports over imports
would be only £20,000,000; and £36,000,000 are required. Gold
aupplies apart from annusl production of less than £2,000,000 will
not he available. It will therefore be necessary to expand exports
unless Australia can renew horrowing overseas.
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on the figure for 1929-30, and £80,000,000 on that
for the previous two years. We have therefore to
face a reduction in imports unprecedented in the
history of the Commonwealth. The reduction
will be greater if the present volume of exports
is not maintained: it will, of course, be less if we
can increase exports. The conditions in the ex-
port industries thus have a vital bearing on the
balance of payments, and will be examined below,



IIT. THE CONDITIONS OF EXPORT
PRODUCTION

WHATEVER views may be held concerning
economic policy in the depression, no one ques-
tions the desirability of maintaining exports at
their present volume. The less favourable har-
vest of 1929-30 reduced the volume of wheat
exports. Other exports did not seriously decline
in volume. Yet we suffered a great loss in the
income we received for our exports. This is clear
from the following figures showing the decline in
the value of exports for the year 1929-30, com-
pared with the previous year:—

Wool .. .. .. .. .. .. #25000000
Hides and skins .. .. .. .. 2,698,000
‘Wheat v 4e ar as s 10,300,000
Flour .. .. .. ... .. .. 1,032,000
Sugar .. .. .. 40w .. 3,006,000 -
Butter .. .. .. .. .. .. 848,000
Total .. .. .. .. .. .. #42,884,000

LOSSES IN EXPORT PRODUCTION
There is a loss here of £43,000,000 (approxi-
mately thirty per cent) of what was considered the
normal value of exports. We may expect an in-
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crease in the volume of wheat exported this year,
but in no other exports can we anticipate an
immediate expansion. With present tendencies in
world prices we must face a permanently lower
value for our exports. This ‘means less income
for the export industries. If the fall in income
was a small amount, the position could be met with
minor adjustments of costs. But even with some
recovery in prices the loss will be twenty-five per
cent this year. No industry can meet a loss of

l thirty per cent in one year, twenty-five per cent
in the next, and perhaps a similar loss in the fol-

} lowing years unless it secures a great fall in costs.
The alternative is a severe contraction of pro-
duction to those producers who have the lowest
costs of production. . This is the prospect facing
the primary producers of Australia.

THE MARGINAL PRODUCER

In no industry is there a uniform cost of pro-
duction, The primary industries are spread over
lands of widely varying fertility and climatic
conditions. There are also considerable differ-
ences in the skill with which producers manage
their properties. There are always marginal
producers. These are the men who can barely
make ends meet. The value of their land is just
sufficient to defray the costs of clearing, fencing,
and generally bringing it to the productive stage.
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There is no unimproved land value for such pro-
ducers. A fall in the prices of their products will
desi{oy the return on their outlay, and perhaps
leave them with less than the basic wage.

The point may be illustrated by reference to the
wheat farmers of the Northern Mallee in Vic-
toria. - Professor S. M. Wadham, of the Univer-
sity of Melbourne, has made a careful estimate of
the cost of production of wheat in this area (see
his pamphlet The Boundaries of Arable Cultiva-
tion in Victoria, published by the Melbourne
University Press). With wheat at 3s. 6d. per
bushel, the income to the farmer would be £113,
an enterprise, remarks Professor Wadham, that
is “not worthy of consideration.” We cannot
expect men to devote the best years of their lives
to producing wheat under such conditions.

The same reasoning could be applied to other
primary industries. There are marginal wool,
butter, sugar, and fruit producers, If present
prices and present .costs are maintained many of
them will be driven off the land. A reduction in
land values can offer them no relief, for it means
that they forgo the fruits of years of labour, and-
even then earn incomes far below the average for
the whole country. It takes time for the full
effect of a fall in prices to work its havoc upon
the marginal producer, But slowly here and there
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farms may go out of production and the volume
of exports steadily decline. This is a prospect that
must be faced in the process of economic read-
justment that now confronts Australia.

LOWERING COSTS

An essential condition of recovery from the
present depression is the restoration of a measure
of prosperity in primary production. Some steps
have been taken in this direction already. Rural
wages in Queensland and New South Wales have
been decontrolled, and there have been substantial
reductions in some wage rates in the pastoral
industry, This will offer some relief, but we can-
not expect the workers and the producers in
primary industries to bear the whole of the
burden of the loss of income. The farmer must
buy the products of other industries, he must
use transport and pay taxes for the mainten-
ance of government, and he must meet his interest
obligations. A reduction in any one of these costs
will not meet the deficiency irf his income caused
by the fall in prices. Only by a sharing of the
losses can the position be met. Land values and
"interest payments are considered below,

THE BURDENS OF THE TARIFF
Let us look for a moment at other costs. Under
Australian conditions of protected and sheltered
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production the farmer pays higher prices for the
goods and services he requires for the mainten-
ance of his industry. Part of these high prices
is due to the tariff. An exhaustive inquiry carried
out by a committee of Australian economists found
that, after allowing for all assistance the export
producer receives, the net burden of the tariff |
on him amounted to eight per cent of his costs.
The tariff has been greatly increased in the past
three years, and the value of export production
has declined. The tariff costs on the export pro-
ducer will therefore have increased. A higher
tariff ultimately adds to the burdens of the export
producer, unless it is accompanied by a lowering
of costs in protected industries. A sheltered in-
dustry like transport also experiences increased
costs, and will endeavour to pass on these higher
costs,

Misdirected economic policy may therefore
impose a severe burden on export producers.
The same comment applies to wage rates that are
higher than the productive capacity of industry
will permit. To meet the position created in the
export industries, it is essential that costs in
protected and sheltered industries should be re-
duced. Unless this is done the marginal producer
will sooner or later succumb to the inevitable
economic pressure of accumulated losses, and
exports will decline,
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LAND VALUES

But even allowing for the relief offered by
lower costs in other industries and lower wages
in export industries, there still remains the bur-
den of land values. In industrial enterprises the
decline in share prices spreads the capital losses
of a depression over a large body of shareholders.
There are also capital losses in primary produc-
tion. Land has been valued on the basis of
favourable prices. ‘The investor takes the risk of
a fall in prices, and therefore a fall in the value of
his security. The producer also assumes,a risk
when he devotes his capital to the purchase of a
farm. Many recent purchasers will lose this
capital, and may be even unable to meet the full
interest on their mortgages.

This is a difficulty familiar in all primary pro-
ducing countries. It is met by a slow scaling down
of mortgages, and this process has now com-
menced in Australia. As with other costs, a reduc-
tion in interest payments may be an essential
condition of the maintenance of some primary
producers. It is vital for the economic prosperity
of Australia that primary production should not
decrease, and an equitable lowering of costs is the
only method by which the position can be met.



IV. THE CONDITIONS OF PROTECTED
PRODUCTION

Lixe export production, the protected industries
come into competition with oversea producers.
They must meet the competition by selling at a
price below the cost of importing similar goods
from oversea competitors.

But there are two vital differences between the
export and the protected industries. In the first
place, exported goods must meet competition in the
oversea market after paying the cost of transport
from Australia. The protected industries for the
most part sell their products in the domestic mar-
ket, and have the advantage that oversea competi-
tors must meet the cost of transport to Australia.
In the second place, a substantial duty is placed
upon the goods of oversea competitors, and the pro-
tected industries in Australia are able to charge
higher prices by reason of the protection afforded
them through the duties on imports and the cost
of transport. Export industries for the most part
get no tariff assistance, though they receive other
assistance, and the cost of oversea transport de-
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presses the Australian price of their goods.
There is thus a natural (transport) as well as an
artificial (tariff) disparity between the conditions
under which export and protected industries are
developed.

EXCESS COSTS OF PROTECTION

Taking the estimates made by the Tariff Com-
mittee for 1926-27, the amount of protected
production was as follows:—

Primary industries .. .. .. £40,000,000
.Secondary industries .. .. £110,000,000
£150,000,000

The primary industries include butter, sugar,
and dried fruit. Each of these has a special
Australian price by which it defrays the losses
on exports. The tariff makes possible this special
price, and it is a burden upon Australian con-
sumers. Moreover, it enters into the cost of living,
and, under Australian practice, raises money
wages. This, in turn, adds to the cost of produc-
tion in all industries, including the protected in-
dustries themselves.

In the secondary industries that receive protec-
tion there is also a special Australian price. It
varies according to the efficiency of the industry,
and was estimated by the Tariff Committee to
be on the average about twenty-four per cent
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above the price of the same goods imported duty
free. This also is an added burden upon Aus-
tralian consumers, and increases the costs of
production of industry generally. The total
excess costs for all protected industries in 1926-27
was estimated at £36,000,000, or twenty-four per
cent of the total income derived from these indus-
tries. This was the approximate cost of the tariff
" to Australia for that year.

THE TARIFF AND PRICES

We have seen that the export industries have
suffered a severe loss of income through the fall
in oversea prices. How are the protected indus-
tries affected by the fall in world prices? Every
decline in prices abroad will increase the severity
of the competition of oversea goods with pro- [ ’
tected goods in the Australian market. But the
fall in prices of secondary products overseas has
been much less than the fall in prices of such
goods as wool and wheat. Hence, protected pro-
duction in Australia has not been so adversely,
affected by the general decline in the price level.
The pronounced rise in the tariff since November
(1929) has, moreover, given protected production 7
an additional shelter against oversea competition.
Had higher import duties not been imposed, pro-
tected production would have felt more of the
shock of the world depression in prices. The
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tariff has given it a privileged position, and has
thus helped to sustain a high Australian price
level, because sheltered industries, such as trans-
port, are able, within wide limits, to keep up their
prices, and they endeavour to pass on the portion
of the excess costs of protected goods that falls
upon them. Hence high costs in the protected
industries help to sustain high prices in the
sheltered industries, and thus to inflate the
general price level.

WHY COSTS MUST FALL

-But neither protected nor sheltered industries
can escape the losses of economic depression. The
decline in the national income forces a contraction
of demand for all classes of goods, and a fall in
imports must not be regarded as automatically
leaving a larger market for protected goods in
Australia. Such an assumption is implicit in the
views of those who advocate a prohibitive tariff
as a means of promoting Australian industry. In
recent months we have raised the tariff and im-
ports have also declined heavily. There has also
been a large and growing volume of unemploy-
ment in the protected industries. The cause of
this unemployment is to be found in high costs of
production and the decline in spending power.
It is not suggested that protected industries as
a whole are inefficient, or that costs in these in-
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dustries are not lower than they were a year ago.
As with export industries every effort is being
made to get costs down. That they are too high
may be shown by the following comparison of
prices as at February, 1930, collected by the Royal
Commission on the Coalmining Industry:—

Cost per ton.

Great

Britalin, T.8.A. Australia.
Pigiron .. .. +v .4 £3 12 o —_ f5 15 6
Steel rails .. .. .. .. 810 0] £5 0 o I 17 &
Wire naila .. . «v 4 917 6 11 4 0| 2011 3
Galvanized iron .. .. 13 2 0| 16 6 B} 2210 O
Cement .. .. .. .v v 2 70 3 00 4 2 0
Steel joists .. .. .. 810 0 9 o of| 117 6

WAGES AND EFFICIENCY

With such a disparity in prices of Australian
and oversea goods it is impossible for local indus-
tries to expand sufficiently to absorb the unem-
ployed workers, and thus to make up the deficiency
in national income caused by the fall in export
prices. Prices cannot be sufficiently reduced by
a fall in wages, though such a fall is inevitable
under existing conditions. The point may be illus-
trated by reference to the wages paid in manufac-
turing industries in Australia, For the year
1927-28 total wages amounted to £91,365,000, the
value added (net income from these industries)
was £167,403,000, and the total value of output
C
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including the costs of raw materials and fuel used
was £417,000,000.

A fall in wages cannot therefore bring all the
relief required. There must also be an increase in
general efficiency. For this purpose the economies
of large scale production are necessary. There
has been some tendency to increase the size of the
factory in recent years. Thus the proportion of
total factory workers employed in factories with
more than 100 hands rose from 35.7 per cent in
1907 to 43.7 per cent in 1926-27. A further
development in this direction is an essential con-
dition of a fall in costs in all secondary produc-
tion, and this fall must take place before Australia
can solve her unemployment problem.



V. THE LOSSES OF DEPRESSION

IT has been shown above that Australia has
~ incurred a serious loss of income. There is always
a fall in national income during a depression. It
manifests itself in all countries in a decline in pro-
fits and an increase in unemployment. If the
depression is not severe prosperity may be restored
without fundamental adjustments. Australia in
common with the rest of the world experienced
such a depression in 1908 and again in 1921. In
both cases a rise in the prices of exports followed
soon after the depression, and our traditional
policy of oversea borrowing was not seriously
interrupted. |

It cannot be too often repeated that the depres-
sion of to-day differs from those of recent history
in two important respects. Firstly, the fall in
export prices has been much more pronounced,
and there is no prospect of a complete recovery in
prices. Secondly, we cannot obtain further loans
from overseas. The loss of income is thus much
greater on this occasion, and it is also more
enduring.
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MONEY LOSSES AND REAL LOSSES

It is first necessary to distinguish real losses
from money losses. The distinction may be illus-
trated in the following way. Under the con-
ditions operating up to 30 June, 1929, we could
expect exports to reach £145,000,000. If the price
level in Australia fell twenty per cent we could
incur a reduction in exports of twenty per cent,
that is, £29,000,000, without suffering a real loss
in the income received from exports. With lower
prices and lower money incomes there would be
no fall in the standard of living. The volume of
the national income would not be reduced; its
money value only would have been adjusted by
the general fall in the price level. Unfortunately,
the price level throughout the world is subject to
considerable fluctuations, sometimes rising and
sometimes falling. When prices are falling most
people measure their losses in money values dis-
regarding the fact that money will purchase
more at the lower price level. The real loss is
much less than the money loss,

Australia is in this position to-day. Our price
level is falling, and the more it moves towards
the lower level of world prices the greater will
be the decline in money income, and the less the
loss of real income. There are two reasons for
this. First, the exporting industries will be able
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to secure a substantial reduction in costs to enable
them to continue production at the lower level of
prices in the world market. The volume of ex-
ports would not then be greatly reduced. Sec-
ondly, lower costs would also prevail in protected
industries, which would then compete more ef-
fectively with imports and be in a position to
absorb some of the unemployed and expand their
output. There might then be not merely a res-
toration of the former volume of protected
production, but an actual increase that would
afford some compensation for the loss of income
in the exporting industries. If, however, pro-
tected industries use the recent increases in the
tariff to sustain high prices this satisfactory
result cannot be attained.*

THE INCIDENCE OF THE LOSS

Pending such a fall in prices and an expansion
of production there is a serious loss of real in-
come. The first incidence of the loss is on the
income of export producers, the profits of industry
generally and the unemployed. The magnitude
of these losses may be indicated. Exports have
declined by about one-third, and the incomes of-
export producers will have fallen accordingly. In

* A more detailed statement of the logs of natlonal Income will
be found in my statement of evidence before the Commonwealth
Arbitration Court and reprinted as one of the documents of the
economic crisls in Shann and Copland: The Crisiz in Australian
Financa, 1929-3F¢ (Angus and Robertson).
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recent months the values of shares have fallen by
thirty-five per cent to forty per cent on the aver-
age. The decline in profits was probably not less
severe. Unemployment has rapidly increased, and
the official figure for the second guarter of 1930
was a record, at 186 per cent.* Most classes
of the community have been affected by these
losses though the distribution of loss between and
within classes. is inequitable.

The reduction in real income has been very
substantial, because Australian prices have falien
less than world prices. While this disparity in
prices exists, the distribution of the loss of in-
come tends to remain as already indicated.
Export producers find no relief from lower costs,
industry generally continues with reduced profits,
and unemployment increases. The losses thus
tend to be cumulative. They pile up, causing
serious social and financial disturbance. To meet
the difficulty a fall in costs is essential, and this
must be accomplished by an all-round increase in
efficiency and a fall in salaries and wages. Both
adjustments are now in progress, but they must
be expedited if the losses of income are to be kept
within reasonable limits, It is frequently asserted
that a fall in wages reduces the spending power of
the people and aggravates the situation. This is

* By the fourth quarter of 1930 unemployment had rissn to 334%
and the velues of Industrial shares had fallem by 50%.
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surely a fallacy. The loss of spending power has
already been incurred. It will become greater if
costs are not reduced to enable more goods: at
lower prices to be produced.

THE RATE OF INTEREST

But it is argued that, while prices and incomes
are falling, the rate of interest has not fallen.
This is quite true at the moment, and it is always
a disturbing fact in a period of depression. It is
equally true that in prosperous times when prices
are rising, the rate of interest lags behind. Those
who receive incomes from mortgages, deben-
tures, or Government stock incur a loss of real
income during rising prices. They are the only
people to escape a loss in the first stages of a de-
pression, But they don’t maintain their privileged
position for long, and, in any case, it must be
remembered that they are not a social class dis-
tinct from other classes. In the first stages of
depression industry is heavily over-capitalized
with short-term debts, mainly in the form of
overdrafts. Capital is scarce and interest rates
are high. As readjustment proceeds these short-
term debts are reduced, bank advances are
decreased, and more saving is possible. Interest

rates then fall.

In confirmation of this it is only necessary to
draw attention to the fall in interest rates on the
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short loan money markets in London and New
York in recent months, Australia has had good
reason to be pleased with this movement. Within
the last fortnight (August, 1930) she was able to
renew £5,000,000 in Treasury bills in London at a
rate of interest of less than £3 2s. per cent. A
year ago the rate was £6 11s. per cent. While we
cannot expect such a spectacular fall in rates of
interest on long-term loans, there is no doubt
that a decline will occur as prices fall and econ-
omic readjustment proceeds. Many mortgagees
will doubtless find it necessary to reduce their
rates, because primary producers will not be able
to meet their obligations. With regard to Gov-
ernment stocks, the declines will occur in the
process of conversion as the stocks fall due. But
the decline in the rate of interest cannot take
place while industry is carrying a large amount
of floating debt and capital is scarce.



VI. CREDIT AND THE BANKING
STRUCTURE

THE vital test of the soundness of a banking
structure lies in the nature of the assets of the
banks. In all businesses it is, of course, true that
the relation of assets to liabilities is the test of
solvency. Banking is, however, a special type of
business, in which the proportion of liquid assets
must be high. Advances constitute the principal
assets of the banks, and it is through advances
that banks furnish credit to industry. The banks
themselves collect funds in the form of deposits,
and make these funds available to industry. Itis
sometimes stated that the banks can create credit
by the simple process of issuing advances to pro-
ducers, and this view has led to some misunder-
standing concerning the nature of banking. To
a certain extent banks do create credit, but their
powers in this matter are limited. Firstly, they
must keep sufficient cash reserves to meet the
demands of trade, and, secondly, their advances
must be made against productive assets.. With
regard to the first, an increase in advances tends
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to increase the spending power of the community,
and unless it is followed by a corresponding in-
crease in production prices will rise.

Such an increase in prices is inevitable if credit
is expanded beyond the real requirements of pro-
ductive industry. In other words, inflation may
be caused by an excessive issue of credit. With
higher prices, there is an increased demand for
cash, and the bankers find their proportion of
cash to deposits declining. There may, however,
be considerable variations in this proportion, and
to this extent banks are atle to create additional
credit. But if the credit created leads to a deple-
tion of cash reserves it is then necessary to
reverse the policy by reducing advances, lower-
ing prices, and, therefore, the demand for cash,
and thus replenishing cash reserves. If this is
not done prices will remain high and ultimately
cause exchange difficulties, unless prices in the
outside world are rising.

This extension of advances has been taking
place in the Australian banks in recent years, and
the proportion of cash to deposits has fallen to a
little more than fourteen per cent.* With the
development of the Commonwealth Bank as a cen-

* Under the influence of central bank policy In financing govern-
ment deficits the cash reserves (notes and cagsh with the Common-
wealth Bank) have increased in the March quarter of 1931 to abomt
23%. The cause of this movement Is explained In Section XIII

below. Bank advances however remaln In axcess of deposita, partly
because deposits have fallen allghtl{ and partly because advances
have been sustained at a high leve]
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tral bank and the withdrawal of the gold from the
private banks, there has been a steady decline in
this proportion of cash to deposits, but the banks
doubtless feel that the present proportion is
unduly low, and this is one reason why it has been

found necessary to restrict credit in recent
months.

RELATION OF ADVANCES TO DEPOSITS

The second test of sound policy of making
advances lies in the degree to which such ad-
vances are accompanied by a corresponding
increase in production. If advances are accom-
panied by a corresponding increase in deposits,
it may be assumed that production is developing
satisfactorily, and industry is making available
increasing deposits to sustain the policy of the
banks. If this is not the case, the advances of
the banks become less liquid, because they are not
always being made against productive assets, and
this development is a breach of sound banking
practice. It is unfortunately necessary for the
banks to make such advances during a period of
depression, and this has been done in the past
twelve months by the Australian banks. The
advances show an increase from £248,000,000 at
30 June, 1929, to £263,000,000 at 30 June, 1930.
At the same time, total deposits declined from
£286,000,000 to £268,000,000. The ratio of ad-
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vances and discounts to deposits fose from 86.7
per cent to ninety-eight per cent. This indicates
that the banks were making available credits to
industries that had been adversely affected by the
depression,

Such a condition of affairs cannot, of course,
continue indefinitely without unduly increasing
the proportion of non-liquid assets held by the
banks and, therefore, compromising the credit
structure for which the banks are responsible.
Given a policy of deflation and a return to ex-
change parity with London, the banks have no
alternative but to attempt to reduce their ad-
vances. Banks have also been holding consider-
able quantities of Government securities, and if
the proportion of advances and Government
securities to deposits is taken, it will be found
that it has moved from 94-7 per cent in June,
1929, to 104-Q per cent a year later. Here we
have an excess of advances and securities over
liabilities. This is made possible by reason of the
fact that the banks had accumulated reserves
during the prosperous period before the depres-
sion.

A CENTRAL BANK

The prosperity of a country may be consider-
ably influenced by the policy pursued by bankers,
and it is for this reason that nearly all countries



CREDIT AND THE BANKING STRUCTURE 35

have found it necessary to establish central banks.
The tendency to increase credit unduly in periods
of good trade is sometimes irresistible. This may
lead to an over-extension of credit, which pro-
motes economic prosperity for the time being.
When, however, it is found that the proportion of
cash reserves to deposits has fallen and the pro-
portion of advances to deposits has risen, banks
" find it necessary to reverse their policy, and this
is a contributing factor to economic depression.
Such developments may occur even under ordin-
ary conditions when there has been no serious
decline in export prices. It is the purpose of a
central bank working in co-operation with the
other banks to avoid an undue extension of credit,
and thus to render unnecessary a policy of credit
restriction. Hence the problem before a central
bank is to promote stability of business condi-
tions.

It is not suggested that complete stability can
be secured even by the most successful central
banking system, but the banks under a co-ordin-
ated and far-sighted policy can do much to pro-
mote business stability, For this purpose it is
necessary that the central bank shall have the
confidence of the other banks, and shall be work-
ing in close co-operation with them. In Australia
efforts have been made in recent years to develop
the Commonwealth Bank into a central bank, and
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much has been achieved in this direction. To-
wards this end the bank has not pursued an active
trading policy; the Savings Bank has been
separated from the general banking department;
the bank has control of the note issue; many of
the commercial banks now keep substantial
reserves with the Commonwealth Bank; before
the present depression it had substantial funds in
London; and, finally, it has built up a large pro-
portion (sixty per cent at the end of 1929) of
liquid assets,* These conditions are essential for
the development of successful central banking.
If a new central bank were established in Aus-
tralia it would be necessary to build up a similar
organization, and this would take a considerable
time. Such a central bank would be of little value
in the present crisis. For the Commonwealth
Bank to complete its evolution towards a central
bank, it must build up a technique of “open mar-
ket dealings” in public securities, whereby it can
make its policy effective. For instance, if it were
desired to stimulate business at any time, lower
rates of interest might be promoted by the pur-
chase of Government securities by the Central
Bank. This would also have the effect of in-

® The liquidity of the assets of the Commonwealth Bank
greatly affected by the soundness of Government securitica as an
investment. Since 1929 these =mecuritles have fallen in price and
they are to gome extent frozen assets. Sound finance and con-
fidence In a Government are essentlal to the functioning of the
Bank &8 & central institution.
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creasing credit, and enabling the commercial
banks to proceed with a more ambitious policy in
granting advances. Conversely, the sale of Gov-
ernment securities would increase interest rates
and cause a restriction of credit. Such dealings
in securities are undertaken by central banks
abroad for the purpose of securing co-ordination
of banking policy.



VII. CONTROLLING EXCHANGE

IN paying interest on an external debt a country
must collect the necessary funds from its people
by taxation, and “transfer” these funds to the
holders of its securities abroad. These two pro-
blems have engaged the attention of many
countries since the war because both victors and
vanquished had accumulated heavy external debts
in a short period. There has been some con-
troversy concerning the relative difficulties of the
two problems. Is it easier to raise the necessary
taxation in the country than to transfer the funds
overseas? The answer to this question depends
upon the taxable capacity of the country, the
buoyancy of its national income, and the nature
of its foreign trade. In a period of depression
when the national income has fallen and the
export trades are suffering from a decline in
world prices, both problems are difficult. This
is the situation in which Australia is placed to-
day. She has to meet payments on account of her
external debt amounting to £36,000,000 annually.
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THE TRANSFER PROBLEM

The taxation problem involved will be examined
in a later article. [ proceed to discuss what has
been called the transfer problem. British holders
of Australian securities have to be paid in British
currency. They want a cheque on a bank that
will entitle them to credit or currency in Great
Britain, not in Australia. To fulfil this require-
ment the Commonwealth Government must have
claims to credits in Great Britain against which
it (or its agent) can draw the necessary cheques
in favour of the British holders of its securities.
By raising taxation in Australia the Government
can establish the necessary credits here. But a
credit in Australia must be transferred into a
credit in London before the interest can be paid
in Great Britain. This is the transfer problem.
In recent years the Australian Government has
been able to obtain credits in London, because it
was raising loans there. The funds obtained
from the loans were paid to the account of the
Government in London, and the funds raised in
Australia by taxation to meet the interest on the
external debt were used for loan expenditure here.
It is not true, as is sometimes stated, that we were
borrowing merely to pay interest, but the oversea
borrowing simplified the transfer problem.

D
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BANKS AND LONDON CREDITS

This is a simple statement of the position. In
fact, the loans did not exactly balance the interest
payments., Sometimes they were greater and
sometimes less. The adjustment of differences
was made through ordinary exchange trans-
actions, which must be examined in discussing the
present transfer problem. We have now to meet
our external interest payments without oversea
borrowing. The Government must therefore find
some new source of credits in London, This is
available through the Australian banks, but only
under certain conditions,

The banks are constantly transferring funds
between Australia and Great Britain. All imports
and exports involve such transfers. Australian
exporters are paid in Australian credit or cur-
rency, and the oversea purchaser pays to the
account of some bank -(or other exchange broker)
an equivalent amount in London. Exports thus
create Australian credits in London. Imports on
the other hand are paid for from these credits.
There are other transactions which increase or de-
crease the supply of our credits in London, but we
may ignore these as not being sufficient to affect
the argument. We then have Australian exports
creating credits in London, and from these credits
are paid imports and debt obligations. The banks
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finance imports and exports, and they will have
credits in London, provided the exports exceed
the imports. The Government may then buy these
credits by depositing the proceeds of taxation with
the banks in Australia. The banks will then sup-
ply the Government with the necessary credits in
London from which interest can be paid.

THE EXCHANGE POOL

This is indeed the essence of the arrangement
made recently for pooling exchange. The banks
will supply £3,000,000 in London credits per
month to the Government, which pays for this
in Australia at the current rate of exchange.
This rate is now £106 10s.* for a telegraphic
transfer of £100 in London. It is less for bills
depending on their time of payment. The high
rate is, of course, due to a scarcity of credits in
London, and the banks are prepared to pay
£1006 2s. 6d. in Australia to the exporter who has
an immediate claim of £100 in London. The high
rate thus gives an “exchange bounty” to the ex-
porter, but imposes an additional “duty” on the
importer, and increases the amount the Govern-
ment must pay for its credits in London. The
exchange pool is an attempt to control the ex-
changes at this level and to furnish the necessary

® Bince thin was written the rate has risen, as & result of com-
patition for the credits in London, to £130 10s.
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credits in London to enable the Government to
meet its overseas obligations. I have examined
the detailed conditions necessary for the success
of this arrangement in a book on Credit and
Currency Control recently published. Suffice it
to say here that the main condition is an excess
of exports over imports of £36,000,000, repres-
enting the credits the Government requires in
London. We must, therefore, expand our exports
or decrease our imports, and this raises questions
pertaining to internal economic conditions which
have been examined above.

COSTS MUST COME DOWN

Costs in the export industries must be reduced
to sustain them at the present low prices and
allow them to expand. For this purpose costs in
protected and sheltered industries must also fall.
Such a fall would enable local industry to com-
pete more successfully with imports, and thus to
reduce imports. An exchange pool can at best be
a piece of financial mechanism for meeting
external obligations. Its success depends ulti-
mately upon the efficiency of our industries and
their costs of production. Exchange control is
in itself no solution. Indeed, if it is not accom-
panied by the necessary readjustments in internal
economic conditions to produce the required
surplus of exports it may aggravate the situation
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by creating a false sense of security. Thus,
efforts to limit imports by tariff prohibition or
higher duties may help to sustain a high local
price level and discourage the decline in costs
required for the maintenance and expansion of
exports. In attempting to reduce imports it is
necessary, first to safeguard industries that de-
pend upon external supplies of raw materials and
- semi-manufactured goods, and secondly, to avoid
any action that will sustain or increase costs in
the export industries.



VIII. MARKETING AND THE
MERCHANT

For some years there has been considerable con-
troversy in Australia concerning the relative
efficiency of different methods of marketing
primary products, notably wheat. The fall in
prices has made this controversy more acute, and
during this year there has been much agitation
in political circles and among wheat producers
for a compulsory pool. It is an aspect of the pre-
sent depression that may have important con-
sequences for the future of primary production
in Australia. This is my reason for discussing it
here.

THE COSTS OF MARKETING

We may take wheat as an illustrative case
because there has been so much discussion on the
marketing of this commodity that the facts are
fairly well known. First it is necessary to clear
away a misunderstanding that is very common in
considering the cost of production of primary
products. Marketing is an extension of produc-
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tion. The farmer looks with dismay upon the
great difference between his price and the price
the oversea buyer pays for the wheat in the im-
porting country. ‘The difference is necessary to
cover all the costs of transferring the wheat from
the farm to the oversea buyer. As production
extends to new and more distant lands, and trans-
port by sea and land increases, these intermediate
costs become greater. They are frequently con-
fused with the more purely marketing costs; that
is, the costs of arranging for the sale of the wheat.
In view of this confusion it may be desirable to
set out the average cost of handling wheat from
the farmer’s waggon in Australia to Liverpool
in a normal season.

Pence
per bushel

Country agent’s commission .. .. 1.500
Overhead, including loss of interest .. 875
Terminal handling charges, including

rentals and wharfage .. .. .. 1.12%
Inland freight v ar ee ee .r 4.50

Total cost to seaboard .. ., .. 8.00
Oversea freight .. .. .. .. .. 12.50
Insurance and interest on B./L. .. .50

13.00
Total cost* .. .. .. .. .. 21.00

* Since this was written overseas freight charges have fallan
and a silight reduction in country agents' commission has been
mada. The effect ia to reduce the total cost to about 19 pence.



46 THE AUSTRALIAN ECONOMY

These items vary a little among the Australian
States, and oversea freight varies from year to
year, For last season it was much below the
figure mentioned, and though rising at present it
is still lower.

CONDITIONS OF EFFICIENT MARKETING

Analysing the costs briefly it is noticeable that
of a total cost of Is. gd. per bushel 1s. 53d. is
payment for inland and oversea freight, and in-
surance. These are strictly not costs of market-
ing, and would not vary with a change in the
system of marketing. Of the remainder—34d.
per bushel—terminal handling charges account
for about 1}d., leaving 23d. for economy in the
process of marketing. This has to meet country
agents’ commission and overhead. Under any
system of marketing, charges for these services
would have to be met. The wheat has to be
received at country stations, and loaded on trucks,
and there would also be the overhead charges for
any marketing organization. A saving of over
20 per cent on these items would be required to
reduce the costs of marketing by 4d. per bushel,
and this might fairly be regarded as the maximum
saving possible. But it would be realized only
(1) if the new marketing organization were
generally more efficient and its overhead cost
lower, (2) if it was able to handle the wheat at
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country stations more economically, and (3) if
it adopted as sound a selling policy as prevails at
present.

It is with respect to the last mentioned that the
real difficulty arises. At present wheat market-
ing is carried out by private merchants, and
voluntary pools in some States. The published
records of the average prices received by the
farmers under the two systems in recent years
shows a balance in favour of the merchants in all
States except. Western Australia, where the pool
showed a net advantage over the whole period,
1924-25 to 1928-29, of slightly less than 13d. per
bushel. In the other States the advantage in
favour of the merchants averaged (per State)
1od. per bushel for this period. Clearly the mer-
chants were more efficient in these States. Better
returns might have been due to (a) successful
chartering of wheat vessels, and (b) a sales
organization enabling wheat to be shipped to any
market where supplies were required at satis-
factory prices. Given the prevailing tendency of
prices in the world's markets the return to far-
mers depends much more upon the success with
which this part of the marketing process is
accomplished, than upon the small savings pos-
sible in handling charges or overhead costs.
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ECONOMICS OF POOLING

The proposals for a compulsory pool must be
considered from this aspect. Is the pool likely to
be more successful in chartering and in distribu-
ting the wheat throughout the world’s markets?
The Canadian or United States examples canniot
throw much light on the matter. In neither case
is there a compulsory pool and the problems of
management would be different under a compul-
sory pool. The pool would be controlled by a repre-
sentative board, and the management would have
less initiative than the Canadian pool, and much
less than the merchants. The responsibility of
the pool wotild be enormous. There is the risk of
great losses from mistakes in selling policy, and
in chartering, and also the possibility of gains.
But bearing in mind the difficulty of securing
sufficient independence of management and the
danger of interference by relatively inexperienced
representatives on the board, the risk of loss is
considerable. Any loss must be shared equally by
farmers, just as a gain would be distributed
among all,

Marketing is a highly technical function, and
there is no guarantee that a compulsory pool
would perform it more successfully than the mer-
chants and the voluntary pools to-day. The de-
pression in prices is not due to the present
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marketing machinery, but to a general increase
in production. Compulsory pooling could not
alter this, though it might attempt to raise the
local prices, as was done with butter. There is
indeed a danger of such a proposal. The local
price for wheat, to offer a gain of 6d. per bushel
over the whole crop, would have to be raised by
between 2s. and 2s. 6d. per bushel, and this would
increase the cost of living. Higher wages and
rising costs of production would follow and an-
other industry would be placed within the vicious
system of artificial control so prevalent in Aus-
tralian industry.



IX. THE GENERAL LEVEL OF WAGES

IN common with other new countries Australia
has always been a high-wage country. Relative
to population productivity has been high, and this
has been the basis upon which high wages have
been paid. There has, of course, been much con-
troversy about the rate of wages that the country
could afford, and trade unions have sought to
raise the general level of wages. Partly owing
to their efforts the numbers of wage-earners
working under the awards of wage-fixing tri-
bunals has steadily increased. This has un-
doubtedly raised the general level of wages,
though it might not have greatly increased the
basic wage. Indeed, apart from the addition in
1922 of what is known as the “Powers 3s.” there
has been no apparent change in the real basic rate.
Wages have moved with changes in the cost of
living, as measured by an index number of food
prices and house rents. This index number has
been higher in recent years than an index number
which included clothing and other household ex-
penditure, so that the basic wage has been kept
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a little higher than if the complete index number
had been used. Real wages then have in fact
increased since 19o7. Besides, more workers
are now getting this basic wage, and there has
been much regulation of working conditions by
industrial tribunals. The result has been an ap-
preciable rise in the general level of real wages.

THE BASIS OF WAGES

The question now arises: Can the country
sustain this general level of wages reached after
years of discussion and controversy? No doubt
trade union pressure put the general level up in
the years of prosperity higher than it would have
been without such pressure. That does not mean
that high wages are due to the strength of trade
unionism. In the United States wages in many
industries are higher than in Australia, and there
is much less trade union pressure there. Wages
in Great Britain have always been higher than in
Germany, but the trade unions in Germany are
very strong. The most important influence deter-
mining the level of wages in any country is not
the bargaining power of employers and employed,
but the productivity of industry, and the national
income per head that can be sustained by this
productivity. The general level of wages may be
raised by pressure from organized labour, but it
cannot go beyond a point fixed by the productivity
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of industry. This is the important fact confront-
ing wage-earners in Australia. A general level
of wages that was economical in prosperous times
becomes too great a burden in adversity.

If this adversity were due to a temporary trade
depression a reduction in the standard of living
would not be necessary, but the present difficulties
of Australia are much more serious. It cannot be
too often repeated that we have suffered a loss in
national income of 10 per cent, and there is no
immediate prospect of this being made good. The
indirect effect of the loss, shown clearly in the
growing volume of unemployment, means that
the reduction in national income is now more than
10 per cent. The indirect losses will, however,
be reduced as industry recovers. A continuance
of depression inevitably increases the indirect
losses, and the vital need of the moment is to face
the first loss and thus to provide a basis for
economic recovery.

WHY WAGES MUST FALL

The bearing of this on the general level of
wages may be stated as follows: The export in-
dustries are severely depressed by low prices and
high costs. They cannot raise their prices, and
if they are not to suffer a contraction of output
their costs must be reduced. Already the shock
from the loss in export production and the ces-
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sation of borrowing has seriously reduced the
income of other industries, and there is wide-
spread unemployment in both sheltered and pro-
tected industries. If the volume of export
production falls, as it will unless some reduction
in costs is achieved in other industries, there will
be more and more unemployment in protected and
sheltered industries. We should then continue
the present practice of keeping up a high level of
wages for a decreasing number of workers while
the rest of the wage-earners are unemployed.
Already there have been reductions in wages in
export industries, and Australia is developing a
system of inequalities of income among wage-
earners, so pronounced in Great Britain in recent
years. Wages in the unsheltered (export) in-
dustries are lower than wages in sheltered
industries.

Australia has an exceptionally good chance of
stopping this tendency, and spreading the sacri-
fice more evenly. Its wage-fixing tribunals can
apply the necessary reduction in real wages to all
industries. In doing so, they will reduce costs in
protected and sheltered industries, and enable
them to reduce their prices and expand their out-
put. Costs in the export industries will then also
fall, and a serious crisis in these industries will be
averted. It is a great opportunity for Australia
to prove to the world that its wage-fixing machin-
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ery is capable of meeting a crisis with expedition
and equity.*

SACRIFICE AND SPENDING POWER

Two problems may occur to the reader: they
will certainly trouble the wage-earner. I can
deal with them only very briefly here.

First, it will be said that the wage-earner is
bearing the whole burden of the loss of national
income. That is not so. Already those engaged in
export industries have suffered great losses of both
capital and income, salaries have been reduced in
many businesses, and the balance-sheets of indus-
trial companies show a serious and increasing fall
in profits. There remain only the recipients of fixed
incomes, and quite clearly they will be asked to
bear their share of the loss in the form of in-
creased income tax and ultimately of lower rates
of interest. The reduction of ten per cent in real
wages will spread the share of the loss falling
upon wage-earners evenly among the whole
group. At present the unemployed are bearing the
whole of this burden.

Next, there will be a protest that a reduction in
wages means a fall in the spending power of the
country. That is a fallacy. The fall has already

®* The order of the Commonwealth Arbitration Court of January
1931 reducing the basic wage by 10% has accomplished a large
measure of what was suggested here. It remains for the State
tribunals as & whole to follow the lead of the Commonwealth Counrt.
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occurred, and it is proportional to the decline in
national income. Anything that increases national
income or prevents it from falling further will
also raise the spending power of the country or
arrest the present decline in spending power. A
fall in the general level of wages is necessary if
industry is to be restored, and this is the quickest
and surest way of increasing spending power.



X. COSTS OF DEVELOPMENT

PusLic finance and economic development are
intimately related in Australia. State ownership
of railways and other eaterprises, and the special
measures taken by Governments to settle people
on the land and to develop secondary industries
have involved much public loan expenditure that
is normally left to private enterprise. Australia
has gone much further in this direction than most
other countries, and our loan expenditure had
risen to over.£40,000,000 per annum before the
present crisis. Sir Lennon Raws made an analysis
of the total loan expenditure of the States and the
Commonwealth at June 30, 1927, and his figures
illustrate the degree to which Governments have
been engaged in economic development. His
paper was published in the Economic Record
for November, 1928, and will repay study at the
present time. The following were the principal
objects upon which loan moneys had been spent:
Railways .. .. .. .. .. £311,000,000
Water supply, irrigatien .. .. .. .. 115,000,000
Other business undertakings .. .. .. 93,000,000
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Harbours and rivers i e ae e 30,000,000
Soldier settlement .. 48,000,000

Advances (homes, publlc bodies a.nd '
settlers) . ve e en 26,000,000
Development (rurai lands) v e e 38,000,000
Roads and bridges .. .. .. .. .. 26,000,000
Public Buildings .. .. .. .. .. 24,000,000
Miscellaneous .. .. .. .. .. .. 18,000,000
£738,000,000

THE BURDEN OF UNSOUND EXPENDITURE

Since 1927 the expenditure has been consider-
ably increased and Australia has now a total debt
on this account of more than £800,000,000. It is
clear that a debt of this magnitude will greatly
compromise budgets if it is not backed by interest-
earning assets. Sir Lennon Raws found that in
1927 the net deficit on all business undertak-
ings of Australian Governments amounted to
£6,200,000, or over I} per cent on the capital out- \'
lay. The position is worse now, because the
State enterprises have been adversely affected by
economic depression. But it was unsound before
the depression and our public loan expenditure
for economic development was indeed the source
of growing budget deficits. In many cases the '
costs of development had been greater than the
earnings of the enterprises justified: in other
cases the charges for the services were not suf-
ficient to meet the costs. In few cases were the
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rigid methods of private finance adopted, and
most enterprises were a charge on the public
revenue. If a surplus was éarned it was paid
into consolidated revenue.

In this way the interest burden of the public
debt became a menace to all State budgets. The
average rate of interest on the States’ debts rose
from £4 14s. 4d. per cent in 1924 to £4 18s. 4d.
per cent in 1929, and owing to the rapid extension
of State enterprises in this period there was an
increasing proportion of unprofitable expenditure.
An example, perhaps an extreme case, may be
instanced under the group settlement schemes. In
Western Australia it has cost about £3300 to
bring each farm to a productive condition. A
board is now revaluing the farms, and the aver-
age capital upon which settlers may be expected
to pay interest is £1100. This does not provide
for roads, railways, drainage, or stock and plant
advances. Other States also have examples of
developmental projects which have not justified
the capital expenditure.,

THE TEST OF PROFITABLENESS
Tt was this fact that led the British Economic
Mission to express the view that Australia had
mortgaged the future to an undue extent. The
reports of the Development and Migration Com-
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mission provided ample evidence that insufficient
care was being exercised in the expenditure of
loan moneys. Charged with the duty of
approving projects for the expenditure of
£34,000,000 under the Migration Agreement with
the British Government, the Commission after
nearly three years of investigation had been able
to recommend schemes to the extent of only
£5,000,000. In its annual report for 1928 the
Commission remarked that the soundness of the
schemes was the dominant consideration. The
test was not only that the expenditure would yield
an indirect and remote advantage, but that within
a reasonable time the results would be directly
profitable to the tax-payer and the people, includ-
ing the migrant.

When developmental expenditure is launched
without due regard to costs the resultant interest
burden must be met out of taxation. This burden
has been growing at a rapid rate, In the last
annual report Mr J. A, Norris (Auditor-General
for Victoria) concluded that “the losses in con-
nection with State-owned undertakings and State
ventures are largely responsible for the present
financial difficulties.” Mr Norris does not sug-
gest that these losses are irrecoverable or that the
enterprises cannot be placed on a more satisfac-
tory financial basis.

It is, indeed, the task of financial reconstruction
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to apply rigid financial tests to State enterprises
by separating them from the budgets and giving
them a capitalization upon which interest and
depreciation can be paid. Such a procedure would
be a stimulus to efficiency, and, in part, a guar-
antee against unsound expenditure in the future.
The careful methods of investigation initiated by
the Development and Migration Commission
should be applied to all loan expenditure. Such
investigation would act as a deterrent to unprofit-
able development. We cannot now avoid the losses
due to past mistakes. Firm action must be taken
to prevent the recurrence of similar errors in the
future, and for this purpose the closest scrutiny of
loan expenditure should be insisted upon.



XI. BALANCING BUDGETS

For some time before the present acute economic
crisis weaknesses in Australian public finances
were apparent. The fixed interest charge on the
public debt was rising, expenditure on social ser-
vices was expanding, and despite increases in taxa-
tion it was more and more difficult to balance Bud-
gets. For the year 1928-29 the recorded deficits in
the accounts of the States and the Commonwealth
amounted to £3,600,000 and for 1929-30 to
£11,000,000. There was no valid excuse for
deficits prior to 1929-30, and for that year the
deficits were far too large. Up to 30 June, 1929
the national income was more than sufficient to
meet the revenue requirements of prudent finance.
Taxation had, in fact, increased from £12 4s. 7d.
a head in 1922-23 to £14 a head in 1929, an
increase of fourteen per cent. In this period
the index of productive activity constructed by
the Commonwealth statistician does not show an
appreciable increase. Australian taxation was,
therefore, rising while productivity was practic-
ally stationary. Despite the increase in taxation,
Governments were not balancing their Budgets.

—
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THE DECLINE IN REVENUE

It is well to remember these facts at the pre-
sent time. Under normal conditions it would not
have been difficult to place public finance on a
sound basis, With a national income at the
1928-29 level and a prudent check upon expen-
diture, minor adjustments in taxation and the
charges for public undertakings would have suf-
ficed. No such simple remedy is adequate for the
present difficulties. The national income has
fallen, and Government revenue cannot be sus-
‘tained at its former level. The receipts of public
undertakings are falling because the demand for
the services they render has declined. The post-
office is likely to suffer less than most undertak-
ings, and may be taken as an example. Its
revenue for the quarter ending 30 September,
1930 was £3,280,000, compared with an estimate
of £15,080,000 for the whole year. The discrep-
ancy between actual and estimated receipts for
other undertakings will be greater,

Taxation receipts show the same failure to real-
ize anticipations. For the half-year, July-Decem-
ber 1930 excise revenue—very responsive to
changes in national income—was £5,600,000 com-
pared with an estimate of £11,800,000 for the
year. If there is no further decline the deficiency
on the year will be sixteen per cent. Present
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indications are that Customs revenue will fall
short of the estimate by twenty-five per cent,
despite increased duties. No indication of the
decline in income tax receipts is yet available,
It will, however, be substantial, because the fund
from which it is paid has itself fallen. Rates of
tax on individual income have been increased, but
- they cannot make up the deficiency caused by the
fall in national income.

REDUCING EXPENDITURE

In view of these facts it is idle to attempt to
balance budgets merely by increasing revenue.
The Commonwealth Government endeavoured to
do so, but it has already become obvious that
anticipations will not be realized. Despite in-
creases in income tax and Customs and excise
duties, and the new sales tax, the revenue cannot
be sustained. It is necessary, therefore, first to
accept the unpopular, though sound, course of
reducing expenditure; and, next, to seek other
methods of replenishing revenue.

The first task is the easier, though it is by no
means as simple as the critic of Government
expenditure imagines. The interest on the public
debt of the Commonwealth and States amounts to

£55,500,000, nearly thirty per cent of the total’

expenditure. The economies in expenditure must,
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therefore, be made in the remaining seventy per
cent. Working expenses on railways amounted to
twenty-three per cent of total expenditure, educa-
tion to six per cent, and pensions to ten per cent.
Until recently the railways were partly working
under awards of the Arbitration Court, and there
are political obstacles to economies, On the other
items listed, Governments are reluctant to de-
crease expenditure. Salaries are regarded as the
most frditful source of economies, and some
States have already taken this course. But it does
not appear that other items of expenditure can
escape some reduction under present conditions.
Business undertakings run by Government must
conform as far as possible to the rule of business
and reduce services that are unprofitable, despite
/political opposition. Social expenditure that was
possible in more prosperous times cannot now be
maintained on the old scale. Communities, like
individuals, are forced to accept a scale of ex-
penditure that can be financed from income, and
when income fails, a reduction in expenditure is
inevitable.

REPLENISHING NATIONAL INCOME
But the decline in public expenditure necessary
to meet the situation will be far more serious than
is generally realized. National income has fallen
more than ten per cent. The loss of exports and
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overseas borrowing amounts to ten per cent; and
there are the indirect losses which are very serious
under the present conditions of depression. If the
total decline is placed at fifteen per cent, the cor-
responding fall in Government revenue would
amount to nearly £30,000,000. If increased
taxation can recover £10,000,000 of this there is
still £20,000,000 to be met. A reduction in Gov-
ernment expenditure of £20,000,000 would have
to be made over a field comprising seventy per
cent of total expenditure. Fixed interest charges
amount to the other thirty per cent. The fall in
Government expenditure in the field in which
economies would have to be made would, there-
fore, amount to one-seventh.* Economies of this
order must be made unless revenue can be re-
stored.

There is a limit to the increase in revenue to be
derived from increasing rates of taxation or de-
vising new methods of taxation. The percentage
of taxation on national income at its present level
will become too heavy a burden, and the most
satisfactory measure of relief lies in efforts to
replenish national income. Government finance

®* The aggregate defictta of all Australlan Governments are
estimated at from £256,000,000 to £28,000,000 this year. The Com-
mittee that examined this problem in February for the Conference
of Commonwealth and State Ministers suggested economles amount-
ing to thirteen per cent of all expenditure, except (a) fixed char
for interest and sinking fund, (b) exchange charges and (¢)
payments to the States by the Commonwealth. This agrees very
well with my frovlulona! eatimate, The report is reprinted in
Shann and Copland's The Crisiz in Ausiralian Finonce, 1089-31,
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cannot be considered apart from the general
economic situation, and if the drift towards re-
duced output in industry and increasing unem-
ployment continues the task of balancing Budgets
will become even more serious. Governments,
therefore, are vitally interested in the restoration
of economic equilibrium and the prevention of
further losses of national income.



X1I. THE RESTORATION OF ECONOMIC
EQUILIBRIUM

BEFoRE outlining proposals for restoring econ-
omic equilibrium it will be desirable to restate
the nature of the problem confronting Australia.
There has been a loss of national income from
exports and overseas borrowing of ten per cent.
This is the first loss. It has reduced the spending
power of export industries and of industries de-
pendent entirely upon the expenditure of loan
money. This has inevitably been followed by a
reduction in the demand for the products of other
Australian industries, and there has consequently
been a secondary loss of national income. In-
creasing unemployment, falling Government
revenue, and lower profits in industry generally
are unmistakable evidences of this secondary loss.
Its magnitude cannot be estimated, but in the
present condition of depression it is increasing
each month. It arises from the derangement of
industry caused by the first loss, and will con-
tinue to grow while this derangement persists.
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As economic activity is restored the secondary
loss will be made good, and the final loss will be
reduced to the amount of the first loss.

DISTRIBUTING THE LOSS OF INCOME

Obviously it is impossible here to furnish all
the details of a proposal for restoring equilibrium.
Readers should refer to what has been written on
the subject elsewhere in this volume, to chapter
six of my book on Credit and Currency Control,
and to a paper on “The Restoration of Economic
Equilibrium” published in the November (1930)
issue of the Economic Record (the journal of the
Economic Society). We commence with the first
loss of income. At present it is borne by export
producers, unemployed wage-earners, and recipi-
ents of business profits. It has to be spread over
all producers. This may be done by reducing
wages and salaries of the employed wage-earners
by ten per cent, and by increasing the tax on in-
come from property. By these methods the loss
of income will be spread over all producers with
reasonable fairness. The quicker this adjustment
is made the sooner will the process of economic
recovery be initiated. The fall in real wages will
lower the costs of production over the whole field
of industry; bringing partial relief to export pro-
ducers, and enabling Australian industries to
compete more effectively with imports. And the
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increased property tax will assist in replenishing
Government revenue. Thus the eguitable dis-
tribution of the loss of income is also an important
step in the process of economic readjustment.

MONETARY POLICY

But these measures alone are not sufficient for
the speedy completion of the process. Consider
the position of the export producer. He sells his
goods at very low prices, and his costs have to be
met at high Australian prices. He has also to
meet a heavy burden of fixed interest payments
that are not readily adjusted to export prices. It
is vital that the volume of export production
should be maintained, and that the export pro-
ducer should be compensated as far as possible
for his severe loss of income. Falling internal
prices can bring him partial relief only. If prices
fall rapidly there will be a further disorganization
of industry and finance, and this will temporarily
increase the secondary losses of income. It is
imperative to avoid this disorganization, and to
give the export producer immediate relief. This
can be done by a policy of stabilization, pending
a general economic recovery. If it was desired
later to reduce the price level, the process of
deflation could be carried out slowly without un-
due distress,
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The policy of stabilization aims at keeping
general prices stable and so avoiding the dis-
turbances due to a mere monetary readjustment.
For this purpose, it would be necessary to raise
exchange rates to perhaps twenty per cent, mak-
ing £120 (Australian) exchange for £100 (Brit-
ish). This rate of exchange would recognize the
difference in the price levels of the two countries.
Any tendency of the higher exchange rate to in-
crease the prices of exportable and imported
goods would be off set by the fall in real wages, and
prices would remain stable, The carrying out of
this policy could be left to the Commonwealth
Bank and no political interference need be feared.
The bank would undertake to buy and sell ex-
change at the fixed rate, and at the same time
initiate a policy of buying Government securities.
The latter action would (a) sustain the credit
structure of the trading banks, (b) facilitate con-
version operations by raising the price of
securities, and (c) secure some reduction in the
rate of interest. The test of the success of this
policy would be found in movements in the Aus-
tralian price level. As long as prices did not rise
the policy could be continued. If prices rose a
reversal of policy by selling Government securities
would be necessary. Such operations are carried
out by all central banks.
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RESTORING ECONOMIC ACTIVITY

How would this policy affect general economic
conditions? The higher exchange rate would
increase the income of export producers when
measured in Australian currency. If at ex-
change parity export production amounted to
£100,000,000 the addition to the income of ex-
port producers would be £20,000,000. This would
enable these producers to meet Australian costs
and to continue in profitable production. Their
spending power would be partially restored, and
their demand for the products of other Australian
industries would be increased. The loss of in-
come originated with export producers, and this
proposal restores it at this source. The higher
exchange rate and the fall in real wages would
also enable Australian industries to compete more
effectively with imports, and some expansion of
industry would take place from this cause. The
net effect would be to reverse the present tendency
to reduced output, and eventually to make up the
secondary loss of income. The volume of export
production could probably be maintained at its
former level, and imports would eventually be
reduced by the amount necessary to leave a mar-
gin for the payment of interest on the oversea
debt. Recovery would be quicker under such an
arrangement, but it must not be expected to pro-
duce startling results in a short time, No attempt
¥
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is made to cover up the real sacrifice Australia is
required to make. Such a sacrifice cannot be
avoided, but it would be accomplished with far
less disturbance to industry under a policy of
stabilization than under a policy of rapid defla-
tion.

ADDENDUM

TrE banking policy enunciated here has been pur-
sued in recent months. Exchange rates rose to
thirty per cent in January, and the Commonwealth
and private banks have been financing govern-
ment deficits to such an extent that the overdraft
of Governments in London and Australia at
28 February, 1931 amounted to £28,000,000,
and their holdings of Treasury Bills in Australia
to £12,000,000. There has consequently been an
increase in central bank credit and a rise in ex-
change sufficient to stop the downward drift of
the price level, and even to raise it as soon as con-
fidence is restored. The Commonwealth Arbitra-
tion Court has reduced the Basic Wage by ten per
cent, and the chief obstacle to recovery now is the
failure of governments, notably the Common-
wealth and New South Wales, to reduce expen-
diture on the lines suggested in this book. In
view of the misunderstandings that have occurred
concerning this monetary policy it is necessary to
repeat.what I have already said here and else-
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where. “The monetary policy proposed must
not be divorced from the general scheme of which
reduction in wages and salaries, public economy , .
and high taxation of fixed incomes are essential/
parts.” {(Economic Record, Nov. 1930, pp. 186~
187).

The use of the word “stabilization” has perhaps
been misleading. It is easy to assume from it
that a central bank may stabilize the general level
of prices, but it was not intended to convey so
precise a meaning. In urging a middle course
between inflation and deflation the name “stabili-
zation” seemed to convey the right idea. No one
will question the assumption that a high exchange
and an increase in central bank credit will tend to
reverse the downward movement of prices.



XIII. GOVERNMENT FINANCE AND
INFLATION

1. HOW INFLATION BEGINS

RECENT discussions on the issue of credit or of
bank-notes as a cause of inflation have diverted
public attention from a much more serious aspect
of the present situation. In the experience of all
countries that pursued a policy of inflation after
the war, the process of increasing the note issue
and expanding credit had its origins in the
exigencies of public finance. In some cases, notes
were issued to meet budget deficits. This is the
crudest form of inflation, but there are other
means of meeting Government deficits that are
equally inflationist. Governments may secure in-
creased overdrafts at the ordinary banks or at the
central banks, or they may issue treasury bills to
meet their deficits. In either way there is an
expansion of credit which may be followed by
an increase in the note issue for the purpose of
maintaining the cash reserves of the banks. )

In normal times, all Governments are indebted
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to the money market through overdrafts at the
banks or through the issue of treasury bills. This,
however, is a temporary indebtedness in lean
periods which, in the normal course of events, is
met from the proceeds of taxes or other revenues.
No inflation can follow such a practice, because
the indebtedness is created against the anticipated
proceeds of revenue and these are ultimately
realized. Where, however, the temporary advances
to the Governments are not met in this way, there
is a permanent increase in credit whether addi-
tional notes are issued or not. The essence of in-
flation is such a permanent increase in credit to
liquidate which there are no resources. Whether
this increase in credit takes place in public finance
or in private finance, the effect is the same. The
community has obtained an increase in spending
power but the production of goods and services is
not increased in proportion.- In these circum-
stances a rise in prices is inevitable,

Mr R. G. Hawtrey, of the British Treasury,
a world-renowned authority on currency and
banking, describing the process of inflation during
the war, states in an article in the Encyclopedia
Britannica: “Essentially what happened was that
the belligerent governments found their liabilities
outstripping the funds they could raise by taxa-
tion and by the borrowing of genuine investible
savings. After exhausting every expedient, they
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were faced with the imperative necessity of pay-
ment, and rather than let their current liabilities
get indefinitely into arrear, they practically
printed paper money for the purpose of paying.
In form the governments ‘borrowed’ from the
‘central banks of issue, and the central banks
placed at their disposal, in the first instance,
not actual legal tender notes, but a credit
on current account. In continental countries the
credit would be quickly drawn out in notes. In
England, where cheques were more freely used,
this would not necessarily be so, but deposits at
‘the Bank of England count as cash to the money
market and the banks in practically the same way
as notes. Credit expanded in proportion, and
when notes were required they were issued. As
the quantity of money in each of the belligerent
countries grew, the value of its currency unit fell;
in other words prices rose. The foreign ex-
changes likewise became adverse.”

The present position of Government finance in
Australia involves real dangers of this nature.
The country has lost a considerable percentage of
its national income. Though some economies have
been made in public expenditure, they are by no
means sufficient in the circumstances. This is
particularly true of Commonwealth expenditure.
If expenditure is maintained at present levels,
one of two courses must follow.
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First, taxation may be increased to meet the
deficit. This course involves a considerable trans-
fer of funds from taxpayers to the Government.
Private expenditure is reduced accordingly, and
there is less income available to support the exist-
ing amount of credit that has been extended to
private business. Business men and producers
generally find themselves unable to meet interest
on their borrowings. If this business credit were
reduced accordingly, there would be no fear of
inflation, because the Government would have bal-
anced its budget, and the spending power of the
people as a whole would have been reduced to an
amount consistent with the income available after
taxes had been paid. But this course involves
very heavy taxation, and a considerable reduction
of bank advances for all productive purposes.
The economic effects would be serious. Heavy
taxation would greatly burden industry, and a
forced reduction of private credit would be in-
volved.

The second course is the maintenance of a high
level of public expenditure without the revenue
to meet it. It is obvious that this condition of
affairs can be sustained only by the issue of credit
to Governments to meet their commitments. Ina
crisis where the fall in the national income has so
seriously depleted Government revenue, it is
always necessary to issue some credit to the Gov-
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ernment, pending the completion of the readjust-
ments in Government expenditure and revenue,
But this action can be confidently entered upon
only when it is obvious that the process of read-
justment is being vigorously pursued and will be
completed in a reasonable time. If this is not
so, Governments become heavily indebted to the
banks or to the money market through the issue
of treasury bills, and the credit so created is not
accompanied by a proportionate increase in pre-
duction and income.

Such a condition of affairs is inflation, whether
the note issue has been expanded or not. If it con-
tinues long, the note issue must be expanded in
order to maintain the cash reserves of the banks.
It was in this way that inflation commenced in
most European countries after the war, though
no responsible treasurer or governor of a central
bank would admit that notes were being issued in
excess of the demand for them. This, of course,
was true, but the increased demand for the notes
was in itself the result of the inflation of credit
caused by the increased indebtedness of govern-
ments, and the issue of notes only served to sustain
this inflation and to provide a basis for further
inflation. Australia must not overlook this object
lesson. Inflation may be commenced in an in-
sidious and obscure way, while we are wrangling
over the proposals made by avowed inflationists
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who would increase credit and the note issue in
the most extreme and obvious way.

The published returns of revenue and expendi-
ture for the Australian Governments as a whole
show large deficits which are not being met from
taxation, or other revenue. These deficits can
only be met by borrowing in one form or other.
As this borrowing is required to meet current
expenditure that should be met from revenue,
there is an increase in credit without a corre-
sponding increase in production.

If this borrowing continues at its present rate,
we shall drift into inflation in the same way as
many European countries did after the war, An
attempt to maintain public expenditure at its pre-
sent level involves this danger. Expenditure must
be reduced. The whole gap between expenditure
and revenue cannot be bridged by economies.
Still Jess can it be bridged by taxation. A drastic
reduction in expenditure is a first condition of
balancing budgets within a reasonable time, and
therefore of avoiding the inflation into which we
are drifting. The responsibility for taking this
step rests mainly with the Commonwealth Govern-
ment, which up to the present has not followed
the example of the States in making economies,
much less given a lead to them.

Those who advocate an expansion of credit to
maintain a scale of public expenditure that the
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community cannot afford are walking on danger-
ous ground. They have the example of many
European countries before them, and what hap-
pened there should cause the most confirmed infla-
tionist to pause before committing the country toa
disastrous experiment. It is quite forgotten that
European countries that inflated their currencies
did not escape the necessity ultimately of balancing
their budgets. Inflation caused great social and
financial disturbance, wupset the basis of all
monetary contracts and lowered the standard of
living of many classes. The reconstruction of
public and private finance was in the end attained
by much greater sacrifices than would have been
necessary at the outset. By pursuing a bold policy
of economy Australia can now reconstruct her
finances with the smaller initial sacrifice. The
longer she delays the more difficult will be the task
of reconstruction and the greater the sacrifices
involved.

2. TRENDS IN AUSTRALIAN PUBLIC FINANCE

The tables and graphs at the end of this sec-
tion are based upon statistics given in the Fin-
ance Bulletin (No. 20), published by the
Commonwealth Statistician. Attention may be
drawn to some outstanding facts. The figures
for production must not be confused with national
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income. They include only that part of national
income (about two-thirds) upon which the Com-
monwealth Statistician collects statistics. In a
short period, say from 1924-25 to 1928-29,
changes in production can be regarded as a
fairly accurate measure of changes in national
income. It will be noted that in 1924-25 pro-
duction was at its maximum. The high prices
of wool and wheat largely account for the
great increase in production in 1923-24 and
1924-25. The fall in the ratios of taxation, ex-
penditure and interest to production in these years
are also explained by the increase in production.
Graph 1. and Table 1. show that taxation, expen-
diture and interest were, on the whole, increasing
up to 1924-25. After that year the increase was
in all cases even greater. Production, however,
declined and the most disturbing feature of the
statistics is the increase in the ratios after 1924-
25. This is brought out clearly in Graph IIL
Thanks to the buoyancy of production the bur-
den {as measured by the ratios) of expenditure,
interest and taxation was declining from 1921-22
to 1924-25. Production could not be sustained
at the high level of 1924-25, and as all elements
of government finance increased there was a pro-
nounced rise in the ratios. If the burden of ex-
penditure, taxation and interest is measured by
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the ratios given in Table II. the following are the
percentage increases in the burden over the whole
period 1919-20 to 1928-29:—

Commanwealth Expend.tmre s e .. 10%
State Expenditure .. .. .. .. 28%
Total Expenditure e e s . 23:4%
Commonwealth Taxation e .. 3%
State Taxation .. .. .. .. .. 75%
Total Taxation e he e .. 21%
Overseas Interest e ae ae e 39%
Internal Interest e ae e ae 13%
Total Interest .. .. .. .. .. 25%

This brings out very strikingly the increase in
the burden of taxation and interest since the war.
The great increase in State taxation is some in-
dication of the degree to which loan expenditure
and State enterprises have failed to produce the
necessary revenue to meet interest on capital.
The increase in the burden of overseas interest
is an unpleasant reminder of (a) the rapid rate
at which the overseas debt has been accumulated
in the past ten years, and (b) the rise in the
average rate of interest on the debt., Figures for
production and expenditure for 1929-30 com-
parable with those given in the tables are, in part,
estimates, but they are sufficiently accurate to
indicate the serious situation that has now
developed. Taxation has increased and a heavy
fall in production taken place on account of the
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fall in prices of export goods. The burden of inter-
est, taxation and expenditure has, therefore,
risen again in 1929-30; but on this occasion to an
alarming height. It must be remembered that
deficits have been incurred by most governments
in the past two years, and had budgets been bal-
anced, taxation would have been still higher. Thus
there was a deficit of £11,000,000 in 1929-30.
According to the report of the Committee ap-
pointed by the Loan Council to investigate the
financial position of Australia and prepare in-
formation for consideration by the Conference of
Commonwealth and State Ministers, the floating
debt of the Australian governments at 28 Feb-
ruary, 1931 amounted to £55,500,000% and it is
still increasing. With production declining it will
be impossible to raise sufficient revenue to meet
current expenditure, and there is no prospect of a
loan to fund the floating debt. The present size
and prospective growth of this debt is the greatest
menace to Australian finance. While it is grow-
ing, inflation is proceeding and the degree of
relief that can be procured from such a method of
finance depends upon the firmness with which
economies are made by Governments, The alter-
native is continued and increasing inflation as
indicated in Section 1.

* This report is published in Shann and Copland's T'he COrisls
Auasitralian Mthp.lall-.ﬂ. el i
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GRAPH 11
RATIOS OF TAXATION, EXPENDITURE AND
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TABLHE X
STATISTICS OF PUBLIC FINANCE IN AUSTRALIA

Interest on Public

Expendlture. Taxation. Debt.
Produc-
Year, tion.
Common-| geate. | Total, (COMMOB-| grate, | Total, Over- | Aus- | Total
wealth- - wealth- gess. | traliam.
sm, £m, £m. £m. £m, £ra. £, £m. im, £m.
1919-20 12.9 73.0 114.9 41.8 14.3 56.1 843.8 16.4 18.8 34.2
1920-31 66.3 83.2 189.5 62.4 18.2 70.8 390.6 16.4 3.4 a7.8
1931-23 58.3 87.6 143.8 9.7 17.8 81.6 844.3 18.8 23.8 1.6
1923-28 64.4 88.3% 142.7 49.9 18.7 68.8 379.4 18.1 3.7 42.8
1923-24 81.7 23.5 165.1 50.9 20.0 70.9 400.2 21.3 24.0 15.3
1934-35 67.9 100.3 158.1 52.8 n.y 74.5 46¢.1 21.9 24.9 i6.8
1025-38 63.3 106.6 169.9 5.4 25.5 79.9 431.6 24.0 25.3 60.3
1928-27 63.0 114.1 111.1 59.0 29.6 85.5 47.4 24.8 37.4 52.2
1927-28 68.2 117.4 185.6 56.6 | 81.2 87.8 463.9 27.6 21.8 65.1
1938-39 66.2 150.3 186.5 66.3 82.4 88.7 447.9 21.5 28.0 66.6
1929-30 07.3 122.8 190.0 68.2 31.9 90.1 898.2 81.8 27.8 55.4

Nors.—The expenditurs of the Commonwenlth excludes contributions to the States and other
itams included in State expenditure.




TABLE I
AUSTRALIAN PUBLIC FINANCE

Ratios of Expenditure, Taxation and Interest to Production
{Each column is the percentage of the item to recorded production)

Expendlture, Taxation. Interest on Fublic Debt.
Year.,

C&';‘:j}_‘l’:" State. | Total. :%’g"’i’t"ﬂ_" State. | Total. |Overseas. h{latlllss:n Total.

% % % % % % % % %

1919-20 12.6 20.9 33.4 12,1 4.1 16.2 4.4 6.4 9.8
1920-21 14.9 21.2 36.7 13.4 4.6 18.0 4.3 5.4 9.6
1921-22 16.3 25.4 41.1 14.4 6.1 19.6 5.4 6.4 13.0
1922-23 14.8 23.3 87.8 13.1 4.9 18.0 6.0 6.8 11.8
1923-24 15.4 23.8 38.7 12.7 B.0 17.7 6.8 6.0 11.3
1924-25 12.6 290 84.8 11.7 4.7 16.4 4.8 6.4 10.2
1926-26 14.7 4.8 £9.3 12.6 5.9 18.4 6.5 8.0 I1.6
1926-27 14.1 25.56 39.4 18.1 6.5 19.6 5.6 6.1 11.8
1927-28 16.1 25.9 40.9 12.4 5.8 19.2 8.0 8.0 12.0
1928-29 14.9 26.9 41.2 12.5 1.3 19.7 8.1 6.5 12.3
1929-30 16.9 30.8 47.8 14.6 7.9 22.6 7.0 8.9 15.9




TABLD I

STATISTICS OF PUBLIC FINANCE IN AUSTRALIA

Interest on Publio

Bixpenditure. Taxatlon. Debt,
Produc-
Year. tion.
Common-| gegeq, | mota, [COMMON-| aysre, | Total. Over- | Aug- | Total
woalth- wealth. [ LTTN tralinm.
£m. fm. im. fm. £m. fm. fm. £fm. im. £m.
1919-80 2.9 12.0 114.9 41.8 14.8 56.1 843.§ 15.4 18.8 34.3
1980-81 56.3 83.2 139.6 53.4 18.8 70.8 290.56 16.4 81,4 37.8
1931-28 56.9 81.6 143.8 9.7 17.8 61.5 244.3 18.8 23.8 41.8
1933-33 64.4 88.8 143.7 £9.9 18.1 68.8 879.4 19.1 83.7 2.8
1923-34 61.% 93.6 155.1 60.9 80.0 70.9 400.2 21.8 24.0 46.3
1034-56 67.8 100.8 168.1 53.8 21.7 4.6 464.1 81.9 24.9 48.8
1936-36 63.3 108.8 160.0 5é.4 5.6 79.9 4315 2.0 26.3 60.3
1528-37 68.0 114.1 177.1 &9.0 £9.5 88.6 447.4 Mg 7.4 52.%
10%7-38 68.2 117.4 186.8 56.6 31.8 87.8 454.9 1.6 £1.6 85.1
1938-39 66.5 150.3 186.5 56.3 83.4 2.7 447.8 21.6 28.0 65.5
1929-30 ¢7.3 123.8 190.0 58.% 31.9 20.1 $98.8 7.8 21.8 B5.4

Nore.—The expenditure of the Commonwealth excludes contributions to the States and other
items included in Btate expenditure,




TABLE |1

AUSTRALIAN PUBLIC FINANCE
Ratios of Expenditure, Taxation and Interest to Production

(Each column Is the percentage of the item to recorded productlon)

Expendliture. Taxation, Interest on Public Debt.
Year.

Commen-| State. | Total |“9MmoN-| giate, (Aus- | Total.

% % % % % % % %

1919-20 13.6 20.9 38.4 12.1 4.1 4.4 5.4 8.8
1920-21 4.9 21.2 35.7 13.4 4.6 4.3 B.4 5.8
1921-2% 16.3 26.4 41.1 14.4 5.1 6.4 8.6 15.0
1922-28 14.3 23.3 37.8 18.1 4.9 5.0 8.2 11.3
1923-24 16.4 28.3 38.7 12.7 5.0 5.8 8.0 11.3
1524-25 12.5 22.0 3.8 11.7 +.7 4.8 5.4 10.3
1925-36 14.7 4.8 89.8 12.6 6.9 6.6 4.0 11.6
1928-27 14.1 25, 29.4 18.1 8.6 B.B 8.1 11.8
1927-28 16.1 26.9 0.9 12.4 4.8 6.0 8.0 12.0
1928-39 14.9 6.9 41.2 13.6 7.2 6.1 6.3 12.8
1929-30 18.8 40.8 41.8 14.8 - 1.9 7.0 8.9 i3.9




XIV. THE POSITION OF THE FARMER

THE BURDEN OF PRICE DISPARITIES

THE accompanying graph was prepared originally
by a committee of the Melbourne University Old
Commerce Students’ Association and published in
the Economic Record for November, 1g930. It
is based upon the Melbourne wholesale price index
number. To obtain the prices of farm products,
Groups IL, IIL, and IV. of this index number,
consisting mainly of wool, agricultural products
and dairy products, are combined. The index
of industrial products is obtained by combining
Groups V., VIL, and VIIIL., comprising groceries,
building materials, and chemicals. The com-
parisen is by no means complete, but is the best
available from the data published by the Common-
wealth Statistician. The differences in the move-
ments of the prices of the two groups are,
however, so great that a considerable variation in
the index numbers would be possible without
upsetting the main conclusion to be derived from
the graph, namely, that the prices of farm pro-
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ducts have fallen very severely, while the prices

of industrial products remain about their level of

recent years. The actual figures may be given :—
(Base 1911-100)

Industrial
Producta Producta
1926, January .. .. .. .. 181 .. 171
1927, Janvary .. .. .. .. 169 .. 1I72
1928, January .. .. .. .. 1B .. 175
1929, January .. .. .. .. 18 .. 175
1930, January .. .. .. .. 158 .. 178
1930, July ce e ee .. 146 .. 182
1930, September .. .. .. 129 .. I82
1930, October v .. .. I25 .. 183
1930, November .. .. .. 118 .. 184
1930, December .. .. .. 116 .. 183
1931, Janvary .. .. .. .. 117 .. 188

The prices of farm products are in the main
determined by external markets, and cannot be
sustained except to a small extent by tariffs and
marketing controls. This is not so with industrial
products, and there is little doubt that the sub-
stantial increase in'the Australian tariff in the
past eighteen months has sheltered industrial pro-
duction to such an extent that a fall in prices has
been avoided or greatly mitigated.

Whatever may be the causes of the disparity in
the price movements of industrial and farm pro-
ducts, the existence of this disparity is one of the
most serious problems confronting Australia at
the present time. The movements in exchange rates
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since the beginning of the year and the recent
recovery of the wool market will doubtless show
an upward movement in farm prices. But the
sales tax, the primage duty, and the exchange
rate will also provide additional shelter for in-
dustrial products, and may lead to a rise in the
prices of these goods also. In this event, the
farmers’ position will be not less desperate than
it is to-day. A high exchange rate is usually
reflected sooner or later in rising internal prices
unless some action is taken to reduce costs. It is
for this reason that the all-round reduction of
ten per cent in real wages and a general improve-
ment in efficiency are necessary if the present ex-
change rate is to bring any real benefit to the
farmer. For the same reason a reduction in the
cost of government is urgently required if bud-
gets are to be balanced under a high exchange
rate and the burdens of taxation kept to a
minimum.

e



NOTE ON FURTHER READING

1. The following books deal with the fundamental elements of

the Australian econcmy:

SUTCLIFFE, J. T—The National Dividend (Melbourne Uni-
versity Press)

SHANN, E. O. G—Bond or Free (Angus & Robertson)

BENHAM, F. C—The Prosperity of Australia (King)

BLAND, F. A~—Budget Control (Angus & Robertson)

WOOD, G. L.—Borrowing and Business in Australia (Oxford
University Press)

The Australian Tariff—~An Economic Enquiry, by a Committee
of Economists {Melbourne University Press)

2. For the present crisis the following should be consulted:
GIBLIN, L. F.—Australia, 1930 (Melbourne University Press)
SHANN, E. 0. G, and D. B. COPLAND—The Crisis in

Australian Finance (Angus & Robertson)
BRIGDEN, J. B—FEscape to Prosperity (Macmillan) Chapters
1-2

GREGORY, T. E. G.—Some Problems of International Fin-
ance (University of Adelaide)

3. Banking and monetary problems are discussed in:

COPLAND, D. B—Credit and Currency Control (Melbourne
University Press)

MILLS, R. C, and F. C. BENHAM—The Principles of
Mo:)ney Banking and Foreign Exchange (Angus & Robert-
son

MACKAY, A. L. G—The Australian Banking System (King)
Early chapters on the history of Banking

DAVIDSON, A. C—Central Reserve Banking (Angus &
Robertson)

4. The Economic Record, the Journal of the Economic Society
of Australia and New Zealand, published twice yearly, and
available from the Secretary of the Society, the University,
Meclbourne N.3. or through any bookseller, contains im-
portant articles on all phases of the Australian economy.
The annual subscription is 10s. Two important supple-
ments have been published :—“The Marketing of Primary
Products” (February 1gz8), and “The Economics of Aus-
tralian Transport” (August 1030). Price, 5/- each.
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Bovsie, With coloured fromtispiece. Second Ausiralion Edman. /6.
CAMPBELL {Alex: P.); B.A,
Tae Grear Hip Crrme: Plain Talks for Difficult Tlmes. .S‘ecand-
Edition, 2/6.
CHISHOLM (A. H.) Ses BANFIALD.
CLAYTON (R. H.), MA., Senlor History: ll-siev. Beotdl” Tollegé -

Melbourne.
A History or BRiTaIn anp mzm Eurmx. Part 1: From the Com-

ing of the Romans to 1660, 4/6. Part 2: From the, Restoration
(1660) to the Present Day, 5/-. Empire volume: conmnmg
sections from Parts 1 and 2. Second Edition, 4/6 ‘
CORRIGAN (Rev. Bra. Urkan), M.A.
Carrouic EpucaTion v New Soure Warxs (4 History of), /6.

CRAMP (K. R.), M.A.,, F.R.A.H.8., author of "A Story of the Aus-
tralian people.”’
Trr STATE AND FEpERAL CONSTITUTIONS OF AUSTRALIA. -Intfo-

-duction by. Professor G, Arncld Wood. Second. Edition, with
~ mops and poriraits, 5/-.
CRANSWICK (@. H.), D.D., Bishop of Gippsland. '

* EFANGELISM 'IN THE Aus-mu:un CauncH,; Maarkmﬂiam-
for 1923, 3/6.

CUTLACK (F. M.) Sea Officlal History of Australia In the War vcl o
DE GRAFF (F. W. Up).

Heap-BUnTERS OF THE AMAZON: Seven Years of Exploration and -
Adventure. Second Am'trolm Edition, .with map and 9 slhu-«
trations, 6/-.

DEVANEY (Jamaa).

Tar Vanisgeo Twerems. (Tales of the Australian Abonginu)

Second Edition, with 8 plates by R. Wenban, 6/-..
EDDY (Mary Baker)—Ses POWELL.

EYRE (Hal).
- Hrvanrrres: the Thirty-nine Indefinite Articles. with xm

llusivations by the author, 6/-,

FISHBEIN (Morris), M.D., editor of *“The Journal of the American
Medical Association;” l.uthor of "The Medical Follies,” atc. |

DocTors AND SPECIALISTS: a Medical Revue with a Prologue .l.nd
& great many Scenes. [llustroted by Dan Loyman, 5/-, -
FLETCHER (C. Brunsdon), author of *The Murray Valley™ eto.
THe CooLAR VALLRY AND WANRUMARUNGLE RANGE: . with 7 mops
ond sllusirations, 3/6.

FLINDERS.—&¢e¢ SCOTT.



GENERAL LITERATURE 1 « iik

FORD (Henry). S AEmRAT AL
My Lire ann WoRE.. Tmh Awiuhal Edmo», comﬂem;g the
47th thousand, 2/6. "

FROST {(Ralph) Combilor.
. WoHAT Came? Merry Stones for alt Occaswns Wlth e Sub;ect
Index. 5/- .
Also done in Platypus Series, 2 volm 2/6 each,
qipps (Mly)-«--ta. JUVENILE LITERATURE..
QRIBBLE (E.'R.), Protector of Aborigines for 33 Yearn!
Foxry YEARS WITH THE Anomcm:s Smmd Edmo», with poriraid
and- 26 illusirations, 6/ - I R
Tae PROBLEM OF THE Ausmu.mn Ammmu. In the pnu\
GRIDER (J. Macdougai).
War Bmps. Diary of ah™ Unlaown: Amatmv. defthl Aus«
tralian Edition, completing the 29tk thousond, 2/6. = -

QULLETT (H. 8.) M.H.R. Ses OI'I'IoInl Hlltory ofe Au-trnl!t In" thq.
War, vol 7.

HARRIS (H. L.), M.A,, LL.B, Lectursr In: Prinoclples' of Temhlnl;
. History, University ol' Sydnor
Tar TeacHING o HisToRY IN SXCONDARY ScHoOLS, 3/-.
HILDER (J. J.) Con L L
Tre Arr or J. J. Hitoer, Edited by Sydney.Ure Smith,. with a
Life by Bertram Stevens, and Contributions by Julian.Ashton,
. O.B.E, and Harry Julius. with 56 pictures (36 in colowr), 43/,
HOLME (E. R.), Profeasor of Hnglish Language, Univeraity of Sydney,
THE AMERICAN UNIvERSITY: an Australian View, 7/6.
HOPKINS (Dorothy Juns),.
“Hor” oF TEE Bulletin. with porirait, 13 cartonm' and 20 otim-
illustrations by Hop, and 9 coricatures by Low, 7/6..

JOSE {Arthur W.), H’nn. F.R.AH.8, Bditor-in-Chief of the *Aus~
trallan Encyclopasdia.''

HisTory oF AUSTRALIA: from the Earliest Times to the P:ese.nt
Day. With chapters on Australian literature and the early history
of New Zealand. Fifteenth Edition, revised, 4/6.

HisTorze b L’AUsTRALIE, depuis sa decouverte jusqu'a nos jours.
Edition Francaise par G. Roth, Agrégé de I'Universitie. W ith
maps. Paper covers, 8/6.

Boe miso Officlal History of Aunul!a In. tho wWar, vol 9., an:l the
“Australian Encyclopasdia,’”

JULIUS (Harry), See H]LDEB.
KEELAN (Alics Joanstta).
In 1BE LAND o Domomt. A white woman's life m Papua awith
16 #llustrations, 7/6.
KNOPWOOD (Rev. Rebert), Chaplain st Hobart Town, 1804-E8.

Bossy KNoPwoop Anp EIS Truzes. His Diary, edited with Intro~
duction and Notes by Mabel Hookey. with & portraits, etc, 6/
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LINDBERGH (Chas A.).

“"We": the Story of Lindbergh’s Life and of his Transatlantic
Flight, with 48 sllusirotions, 7/6.

LINDSAY (Llonel).

CoNman MARTENS: the Man and his Art. with poriraif, JZpIaunn

colour, and 31 sepis and pencil drawings, 21/-.
LINDSAY {Norman).

TrE Macic PuppInG: the Adventures of Bunyip Bluegum, written
and illustrated by Norman Lindsay. Third Edition, with 96
illustrations, mostly full-page, 7/6.

LITCHFIELD (J. §.), editor of the “Northern Territory Times.'”

Far-NostH Mrumomzs: being an Account of Ten Years spent on
the Diamond-Drill Camps in the Northern Territory, 6/-.

LLOYD (Bryan) and George GH.BERT.

Tre CensoksHIP AND PusLic MomaLrry, 2/-
LOWTHER (Fred L.).

In NorrECLIFFE'S SERVICE. 6/-.
MACARTHUR-ONSLOW (Sibelia).

SoME EasLy Recorns or THE MACARTHURS oF CAMDEN. 1780-1834.

with 12 portroits and illustrations, 15/-.
MACDONALD (Rev. J. Scott), MLA.
A BooEMan's Essavs. 5/-.
MACDONALD (Donald).
Tee Busr Bay’s Boox. Fourth Edition, many illustrations, 3/6
MACK (Amy Elsanor).

A Busm CaLzNDAR. Fowrth Edition, with 42 illusirations, 3/6.

BusHLAND Stomies. Edition de luxe, with 6 colowred plates and
41 other sllustrations by Joyce Denmys, 7/6.

BUSHLAND STORIES, wwith 7 illustrations, 3/6.

Platypus Series, with illustrations, 2/6. ]

ScrreBLING SUE, and other stories. with illusivations by May Gibbs
and others, 3/6. ‘

——— Platypus Series, with illustrotons, 2/6.

{Over 80,000 copies of Bushland Stories and Scribbling Sue have

been sold.)

MACKANESS (Georgs), M.A., Lecturer in the Principles and Metheods
of Teaching English, University of Sydney.

Lirs or VicE-ApMmarL WniiaM Bur, With 55 poriraits, maps,
ete. 2 vols. 50/-.

MAcKIE1I:ZIB (Seaforth) See OMiclal History of Austraila in the War,
vol 10.
MacQUARRIE (Hector), author of *Tahiti Days,” ste.

WE AND THE BaBy: the Story of a Motor Journey to Cape York.

Third Edition, with 2 portroits, map, and 35 illustroations, 7/6.



GENERAL LITERATURE v

McQUERN (E. Nelt), D.Se.
Tae Gorven Key, or Educating for Life: an Account of some of
the Work and Aims of Croydon Presbyterian Ladies’ College, 5/6.
MAHER {(Wallacs).
Tare Asexy or St Dxatn: an Essay on Logic and Imagination in
18th Century Poetry. With a Selection from Author's. Peems, 5/-.
MARTENS (Conrad)—~Ses LINDBAY (Lionel).
MURDOCH (Nina), author of “Songs of the Open Air,” etc.
SevENTE HeavEN: a Joyous Discovery of Europe. Third Edition,
completing the Oth thousand. with 34 lllustmhou.;, 7/6. .
Seo also NOVELS AND ROMANCES
MURDOCH (Whalter), M. A, Professor of Engiish, Univeraity of West-
ern Auntralis.
SeRAXING PErsoNaiLYy: THmTY-ONE Essays, Third Edition, 6/-.
NAPIER (8. Elllott). .
ON TEE Barrizk Rrer. Notes from a No-ologist’s Pocket Book.
Second Edition, with 2 maps and 36 illusirations, 6/-.
WaLxs ABRoap: being the Record of the Experiences of two Aus-
tralians in the United Kingdom, Second Editien, completing the
4th thousand. with 19 illusirations, 7/6.
NIAU (Marle Rouualot)
SoUvENIRS D'UNE PARISIENNE AUX ANTIPODES. whth porirail, mop
and 8 plates. 1/6.
O'BRIEN (Rev. Eris M.),
TaE DAwN or CATHOLICISM IN AUSTRALIA. with porfrmt ond
illustration, 2 vols, 42/-.
THE Founparion of CATHOLICISM IN AUSTRALIA: being the Life
and Letters of Archpriest Therry. with porivait and illusirations,
2 vols, 42/-
Bos olaoc POETRY AND THE DRAMA. .
OFFICIAL HISTORY OF AUSTRALIA IN THE WAR OF 1914.158.
Edited by C. E. W, Bean, Litt.D. To be completed in 12 vols.
Vol. 1. Tae Story or ANzac, from the Outbreak of War to May
4, 1915, By C. E. W. Bean, Litt.D, 6388 pages, with 111 maps
and 56 illustrations, 21/-. Second Edition, revised. In preparation.
Vol. 2. Tar Story or ANzac, from May 5, 1015, to the Evacua-
tion, By C. E. W, Bean, Litt. D. 993 pages, with 524 illusirations
and maps, 21/- Now Ready.
Vol. 3. Tae A.LF. IN Francg, 1916 (Fromelles, Porieres, Mou-
quet Farm and the Somme Winter). By C. E, W. Bean, Litt.D,
1052 pages, and 475 illusiraiions and maps, 21/-. Now Ready.
Vol. 4. TeE ALF. 1N France, 1917 (The German Withdrawal
to the Hindenburg Line, Bullecourt, Messines, and Third Ypres).
By C. E. W. Bean, Litt.D. about 900 pages, with 300 illustra-
tions and maps, 21/. Ready end of 1931



vi ANGUS AAND ‘ROBERTSON:! LTD.

Vol. 5. Tme A.LF. 1n Faance (the German Offedsive, ¥p18); By’
“C. E. W, Bean, thtD about 800 pages, mth 250 illustrations
" and maps, 21/-. ' ‘In preparation.

Vol. 6. Tee ALF. v Fuawce (the Allied Offensive 1018 ‘and
‘End of the War). By C. E. W. Bean, Litt.D. about 800 pages,

with 150 illustrations and maps, 21/-. '~ ' In preparation.
Vol. 7. SitNat aNp Pamzsmine, ' By H. S. Gullett, M.H.R. 850
pages, with 77 maps ond ‘83 illustrations, 21/-, Now Ready .

Vel 8. Tre AustRALAN Frving Comrs, By F. M. Cutlack. 412
© pages, with 32 maps, woﬂm, and 54 vﬂur dhslramm; 18/-.

© ¢ Now Ready.

Val 9. THE ROVAL AUSTRALIAN an - By Arthun. W, Jose,

Editor-in-Chief, “Australian Encyclopaedla " 490 pages, with 202 .

illustrations and maps, 21/-. Now Ready.
Vol. 10. Ramaur, By Seaforth Mackenzie. 427 pages, avith 55
maps and 91 illustrations, 18/, Now Ready.

Vol. 11. Tax War Erroxt 18 Austaatia, By Professor Emest
-Scott. abowt 700 pages, with.many illustrations, 18/~
Ready end of 1931,
Vol. 12. THE WAR IN PROMGRAPES. 753 official photographs by
Captain G. H, Wilkins, Captain Frank Hurley, the late Lient:
Baldwin; and others. Annotated by C. E. W. Bean, Litt.D, and
H. S. Gullett, M.H.R., 21/-. Now Ready.
O'REILLY (Dowell),
‘Worxs TN Prose AND VErsE, Preface by the Hon Mr Justice D
G. Ferguson. with porirait, 7/6.
Dowrerr. O'Renvy, from his Letters. Edited by his wife. with
Pportrait, 10/6,
PAGE (Walter H.), U.S.A. Ambasssdor to Great Britalm, 1918.18.
TEII Lire ANp LETTERS OF. “Second Series, containing the Letters
l’t} President Woodrow ‘Wilson.' ~ 45¢ pages. with 13 portraity,
/6 .
PARL!T‘I’E (Ralph).
Tar Unrversrry or Haro Knocks:® the School that Completes our
" Education. stﬂs Australian Edition, 2/6.
PEABODY (F W). F. E. COE, and Profassor T. G. TUCKER,
“Howour ok Dotrass? A Critical Examination of the moral obliga-
tions of America to her former Allies. Fifth Ausirakan Edition, :
completing 12,000 copies, 1/6.
PIDDINGTON (Mr Justice A. B.), suthor of “Spanish Sketches,” sts.
WorsHIPPUL MASTERS ; Entertainment with Australian and other
Notables, ewith 12 portram, 7/6 ' K
POWELL (Lyman P.). ’
Mary BAKEr Eppy: a Life-size Portrait. With numerous itlustro-
" tions, cloth 20/-, waterproof fabricoid, 30/-.
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ROBERTSON (Willlam) “Brin-ga.” .
Coo-ee TALKS! @ Coliection of Leeturette§ ‘spon’ Early Experi-
ences among the Aborigines. Foreword by Dr Herbert Basedo_w.
iy author of The Awsiralion Aboriginal. .Cheaper Edition. with
" map ond 23 sllustrations, 5/-. L .
ROSELER (David)—(H. V. TIMMS),
LAWRENCE, PRIRCE oF MEcca. Plotypus Smes_, 2/6.
SADé.Ed?“;A L.), M.A.,, Professor of Orlental Studies, University of
ydaey. . ) e -
Tae Tex Foor Squane Hur axp Tares of TEE Herxe: being
translations of two Thirteenth Century Japanese Classxcs uuth
20 sllustrations, 6/-,

SCOTT (Ernest), Professor o! History, University of Melbourne.
Tax Lire or Cartain Marreew Fromoess, RN. - with 38 maps
ond cther illustrations, 21/-.
Ses alao OMalal Hlotory of Australia in the War, Vol," Kir

SHANN (Edwin), M A . Professor of History and Heonomics, University
of Western Australia; author of “An Economic Hlutory of Aus-
tralla.”

Bmm ok FrREe? Occasional Economic Essays. Includmg a reprmt
.of The Boom of 1890—and Now, 2/6.
IINCLAIR (Halen).
1 Tazres ‘Qur or Scaocor (in which the inner life of a N.S. W State
School for Girls is portrayed), 5/~ C
8MITH (Hon. Sir Joynton), KB.X.,, MLC. -
My Lire Stomy. Fowrth thou.rand, with porirait and 42 tlhu-tm-
tions, 6/-.
SMITH (8ydney Ure). Ses HILDER,
SPIELVOBEL {"Nathan F.), author of “A Gumsucker on the '.l’nmp.

OLn Exo’s Norezoox, With an Introduction by M., P. Hnnsen.
Director of Education, Victoria, 3/6.
STANLEY (Mliticant Proston).
My DamLy Mxssace, Second Edition, 2 vols, each 2/6. .
BTEVENS (Bertram). Ses HILDER.
THOMBON (A. A.).

Ler's Sex TEE LowLANps., with 16 plafes, 9/- -
See also NOVELS AND ROMANCES .

WAR BIRDS.—82s GRIDER.
WELLS (Carveth), F.R.G.S., A M.IC.E.
Six YEARS IN THE MALAY JUNGLE. with 10 illusirations, 6/ .

WHAT 1 KNOW! TReflections of a FPhilosophio Punter, with am
extraordinary dream of The Cozmic Mystery Cup run at Rand-
wiok. Seoond Edition, 3/6.
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NOVELS AND ROMANCES.

ARMOUR (John),

TaE SPELL or THE INpawn: a Romance of Central Australis,

Third Edition, with 16 illusirations, 5/-.
BASSET (Mary E. Btone).

Tee Lrriie Green Door.  Fowrth Australian Edition, completing
11th thousand, 2/6.

BEEBRY (Hon. Geo. 8.), Judge of the Federal Arbltration Court.
A Loavep Lecacy, 6/-
BOLAND (June).

Kmsty AT THE MANSE. Second Australian Edition, 6/-,
BOLDREWOOD (Re!f), author of “Robbery under Arms.”

A SYDNEY-SIDE SaxoN. Plolypus Series, 4th thousand, 2/6.
CAINE (WIilllam). ’ ‘

MzNpozZA AND A LITTLR Lapy. Fifth Australian Edition, complet-
ing 11,000 copies, 2/6. .

CLARKE {(Marcus).

For THE TERm or His NaTurar Live (the only unabridged edition).
Introduction by Hilary Lofting. with 46 full-page plates com~
prising all the original illustrations ond 23 plates, mostly from
contemporary pointings depicting the comvict Kfe and historic
places mentioned in the fext, 30/-

COMBTOCK (Harrlet T.).

Penerore’'s WER  Cheoper Edition, 3/6.
DE BRUNE (Aldan).

TrE SEHADOW CROOK: 2 Detective Story. 6/-.
DYSON (Edward), author of "Fact'ry 'Ands,” stc

THE GoLpEN SEANTY. Platypus Edition, with illusirations by Phil

Moy, 2/6, -

FANE {Margaret) and Hllary LOFTING.

Tae Harry VacasoNp. Cheaper Edition, 3/6,
HAMLINE (Danlal).

Gincer ror PLuck. Cheaper Edition, 3/6.
{RBY (Florence M.).

SarLy Warnen. [llusirations by Holloway, 3rd thousand, 3/6.
LAWSON (Henry).

Wane tae Bniy Boiis. ewith illusirations by Fronk Malumy
Platypus Series, 2 wols, 2/6 each.

Jor WiLson. Platypus Series. 2/6.

Jor WiLson's Mates. Platypus Series. 2/6.

Over THE SLIFRAILS. Platypus Series. 2/6.

RoMANCE or TEE SWAG. Platypus Series. 2/6,

Senp Rouwd taE Har. Platypur Series, 2/6.

8ee alsoc GENERAL LITERATURE—BROOMFIELD (Fred. J.).
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LOWER ¢L. W.).
Hexr's Lucx, Cheaper Edition, completing 3500 copies, 3/6.
MACDONALD (Shsila).
SawLy 15 RBoDESIA.  18th Australion Edition, completing 36,000
copies, 2/6.
MONTGOMERY (L. M.).
ANNE or GreEn Ganres, 3/6.
Platypus Series, 46th thousand, 2/6.
ANNE oF AvoNLEA. A sequel to Anne of Green Gables, 3/6.
Platypus Series, 32nd thousand, 2/6.
CHRONICLES OF AVONLEA. A sequel to Anne of Avonlea, 3/6,
Platypus Series, 22nd thousand, 2/6,
ANNE or THE IsLaNDp. A sequel to Chronicles of Avonlea, 3/6.
Platypus Series, 26th thowsand, 2/6.
ANNE's House or DreaMs. A sequel to Anne of the Island, 3/6.
Platypus Series, 26th thousand, 2/6.
Rainsow Varrxy. A sequel to Anne’s House of Dreams, 3/6.
Platypus Series, 20th thousand, 2/6.
Rnra or INGLESIOE. A sequel to Rainbow Valley. 5th thousand,
3/6.
Euny or New Moox, 3/6.
Platypus Series, 16th thousand, 2/6,
Euny Crimes. A sequel to Emily of New Moon, 3/6.
Platypus Series, 18tk thousand, 2/6.
Emiy’s Quest, A sequel to Emily Climbs, 3/6.
Platypus Series, 11th thousond, 2/6.
Knueny of THE ORCHARD, 3/6. i
Platypus Series, 13th thousand, 2/6.
Tee Story Grmi, 3/6.
Platypus Saries, 15th thousend, 2/6.
Tae Goroen Roabp, 3/6.
Platypus Series, 12tk thousand, 2/6.
Tae BrLue Castie: 3 Novel, 3/6.
Platypus Series, 10th thousand, 2/6.
Macic ror MaricoLb. Fourth thousand, 4/6.
MORLEY (Christopher).
ParNAssus oN WEHERELS, Second Australian Edition, 2/6.
MURDOCH (Nina), author of "“Seventh Heaven."”
Miss EmiLy 1N Brack Lacel A Christinas story, 2/6.
Bee alse GENERAL LITERATURE
OEMLER (Marle C.), author of *“The Butterfly Man.”
Tae Lrrrik BrowN House. Sixth thousond, 2/6.
PALMER (Nattle).
AN AUSTRALIAN SToRv-Book. Stories by 23 leading Australian
authors, selected by Mrs Palmer. Platypus Series, 2/6.
PATERSON (A. B.), author of “The Man from Snowy River.”
Taree ELEpHANT Power: Humorous Stories, §ih thousand, 2/6.
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POWELL (Elizabeth),
Tas BEERIVE. Fourth thousand, with 9 dhulrahom, 4/6.
SunsEr Hir. A sequel to The Beehive, 4/6. .
PRICHARD (Katharine 8.), author of “"Working Bulloclu."
Tre Wb Qars or HAN. Cheaper Edition. with mﬂstruwm, 3/6.
PRIMROSE (Jane). e
TaE Treee Fraues, 4/6, o o
RATH (E, J.), suthor of ““The Nervous. Wrack r
Tae DaRk CEaPIz; 8 Comedy.of Class Distinctions. 2nd thow
sond, 2/6.
SABATIN) (Rafael).
TaE CHBONICLES OF ‘CAPTAIN Bmon 6/-.
SMITH (Helen Zenna).
Nt;; So Quier. Third Australian Edition, completing 7000 copies,
TAYLOR' (K Qlasson), winner of tha £250 prize !n the "Bu.lletln"
competition.
. Prex AND TeE DUFFERS, 6/-.
THOMSON (A. A.). '
" Tee Harpy WinoMItrL. Rural comedy bubbling with laughter, 6/-.
Bee also GENERAL LITERATURE
TIMMS (E, V.).
TaE CRIPPLE IN BLack, 6/- )
James| Don’t se-a Foor. Platypus Series, 3rd thousand, 2/6.
See atvo GENERAL LjTﬁnA‘runE.—ROSELéR (David).
WALSH (Maurice).
Kzy ABove TBE Doon. Nineteenth thousand, 3/6.
Plaiypus Series, 2/6.
WHILE Rivers RuN. Nisth thousand, 3/6.
Platypus Series, 2/6. . . .
Tae SmaLL Darx MaN,  Fifth Awstralion Edition, completing
Q000 copies, 3/6.
WODEHOUSE (P, Q.),
Bic Money, 6/-.

POETRY AND THE DRAMA.
BOAKE (Baroroft), ' R
Waeee THE DEAp MEN LiE, and other Poems. With Memoir by
A. G. Stephens and 32 ;Iluﬂrahm by Mahaw_v, Lambm cnd
Fischer. Third Edition, 2/6. ’
BRENNAN (Christopher J.3, M.A._ | L. - "
A Crant or Doon, and other “Verses. with portraif by Lionel
Lindsay, 3/6. ‘ R
CHARD (J. P.), B.A.
First StEPS IN THE Srunv oF Pormry. Second Edition, 2/6.-
‘CRIST (Allce Q.).
WaeN Ropy Caue 10 Inoum:, and other Verm with pcﬂrml.

¥
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CROS8 (Zors).
Soncs or Love ANp LiFs. Fouﬂh Editéon, with porlralt, 5/,
TuE Livr or Lirs, and other Poems. 5/-
BLEGY QN AN AUSTRALIAN ScHoouBoy (40 copm mt:d), 10/6,
DALEY (Victor James). . .
At DAwN AND Dusk. Fourth Edmon. 5/-

WINE AND Rosns. With Memoir by Bertram Stevenq! 5=
DENNIS (C. :

TEER Som:s or A SENTIMENTAL BLoxE. with illusirations by Hal
Gye. 27th Edition, completing 129,000 copies, 2/6.

Tae Moops oF GingeEr MIcK., with illustrations by Hal Gye., TOM
thousand, 5/-..

Rose oF Srangers. A Sequel to Gmger Mtck Seccmd Edmon, 216.

Tae GuLues or Gosu, 35th Thousand, with & coloured and 6 other
‘illusirations by Hal Gye, 5/-, . -

Baczarocx Barvaps, and Later Ver.ses 8th Ihousand 5/-,.

EVANSE (Qeorge Essex).

CoLtEctep VEmse. With an Introduction by Firmin McKinnen.
Memorial Edition, with pertrait and a photograph of the .Ewm
Momment, T oowoamba, o/-

FARRELL (John).

How B2 D1ep, and other Poems, - Third Edstion, wlak pormnt 5/-
FITZQERALD (Robsrt D.).

To Mexr THRE SUN. 5/-
FORREST (Mabel).

Poems. §/-.

GELLERT (Leon). '

SoNGs oF A CAMPAIGN, Third Edltwn. with 16 pwture: by N'oman
Lindsay, 5/-.

QILMORE (Mary), sauthor of “Marri'd” and “The Wild Swnn." .

Tux PassioNaTe HeanT, with porirail, 5/- _

HARDIE (8onia).—Bees JUVENILE LITERATURE.
HARRISON (Prof, Launcelot),—See JUVENILE LIFERATURE.
KENDALL (Henry).

Poericar Worxs. With Blographu:al Note by Bertrm Stevens
Third Collecied Edilion with porivait, 9f-,

SerecreEn PoEms, Chosen by his Son Wlth a Memmra - poriroit.
17tk thousond, 2/6, '

LAWBON (Henry). .

Porricar Works. With a Prefaa. biographiu} and eritical; by
David McKee Wright. Defimitive Edition, with 3 poriraits in
colour by Fronk Mahony, .S‘w Jolm Lougnaf. -and Flovence
Rodway. 3 vols, 18/-.

SktEcrep PoEms. With Preface by Wright, Second Eduum unlh
numerows illustrations by Percy Leason, 7/6. - -

WinnoweD VERSES. Platypus Series. 9th thousand, 2/6.
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PoruLar VErses, Platypus Series. 1lIth thousand, 2/6.
Huusonous VErses, Platypus Series. 11th thousond, 2/6.

These 3 vols contain the same material as the Definitive Edition.
Soe also GENERAL LITERATURE—BROOMFIELD (Fred. J.).
LAWSON (WIID, author of “Paciflc Steamers,” ste.

Tae Tasee KiNGs ANp oraer VErses, Jrd thowsond, 5/-.
MacCALLUM (SIr Mungo), K.C.M.G., M.A., Litt.D., LL.D., Profsssor

Emeritus of Modern Literature and Hon. Professor of English in
the University of Sydney.

QuzEn Jezesrr: Fragments of an Imaginary Biography in Dramat-
ised Dialogue, 6/~,

MACKELLAR (Dorothea), author of “The Closed Door,' ete.

Fancy Dress and other Poems, 4/6.

MAHER (Wallace).—8ar GENERAL LITERATURE.

OLD BUSH BONGS: Composed and Sung in the Bushranging, Dig-
ging, and Overlanding Days. Hdited by A. B. Paterson, author of
“The Man from Snowy River."” BSeventh Edition, 3/6.

“O’'BRIEN (John)".

Arounp THE Boker Loc and other Verses. with 8 illustrations, 4/6.
ARrounp TaEE Bosee Lo and other Verses. Platypus Series. 33rd
thousand, 2/6,

O'BRIEN (Rev. Erls M.), author of “The Dawn of Catholiclsm ip
Australia,” ste.

Trr HosTtacE: a Miracle Play, 5/-.
OQILVIE (WIN H.).
Fam Gmrs aND Grey Horses. 24tk thousand, with portrait, 2/6.
Hgearts or Gorp. New Edition, enlarged. 8th thousand, 3/6
O'REILLY (Dowsll)—See GENERAL LITERATURE.
PATERSON (A. B. “Banje”), author of “Three Rlephant Power and
other Stories.”
Corrxctep Vexse. 4ih Edition, with porirait, 9/-,
TBEGMAH oM SNowy Rivie and other Verses. Plaiypus Series.
2/6.
Rio Geawoe and other Verses. Plotypus Series, 2/6.
SavtsusE Brir, J.P. and other Verses. Platypus Sevies, 2/6.
Sea unlso Old Bush Songs.
{Over 225,000 volumes of A. B. Paterson’s Poems have been sold).
QUINN {(Roderlc).
Poems. A Selection made by the Author from the best of his pub~
lished and unpublished work. wwith portrait, 6/-.
SHAW (Winifred), author of “The Aspen Tree.”
TaE YeLLow CLoak and other Poems (140 copies printed), 10/6.
SIMPSON (Helan de Querry). Author of “Cupa Wands and Swords,”
A Max or m18 TiMe: a Play, 7,
PermosorRIES IN LiTrie (140 copies printed), 10/6.
STEPHENS (Brunton).
Szrecten PorMSs. Platypus Series, 2/6.



JUVINILE LITERATURE xiii

Tuc:jn (Pro{;mr T. Q.); C.M.G., Litt.D., author of “Life in Anclent
eons,"” ete,
SonNErs or SHAEKesPRare’'s GHosT: the Words procured by
Gregory Thornton: the Ornaments made by Willem Blaeu, 3/6.
-Bes alsgo AUSTRALIAN ENCYCLOPAEDIA,
WRIGHT (David MoKes).
AN Imsm Hragr, With porirait by Mick Paul, 5/-.

JUVENILE LITERATURE.

ABBOTT (J. H. M.).
Docsnose. (A schoolboy detective story), 3/6.
ADAMSON (Bartistt),
Mystery Gowp. (A story of adventure in the Southern Seas),3/6.
Platypus Series, 2/6.
BELL {(Lelgh).
Beraxers oN TER Beacm, [llustrated, 3/6.
Platypus Series, 2/6.
CoLin's Story Boox. Plaiypus Series, with 42 illustrations, 2/6.
BRUCE (Major Goorge).
TaE Lion's SoN. (A story of the North-West Frontier of India),

3/6.
Platypus Series, 3rd thousand, 3/6.
BRUCE {Mary Grant),

AnpersonN’s Jo, 3/6.

Platypus Series, 8th thousand, 2/6,

Hucs Stanrorp’s Lucx, 3/6.

Platypus Series, 13th thousand, 2/6.

Ronin, 3/6.

Platypus Series, 15th thousand, 2/6
COPP (Lilllan Grace).
Sur Stanwoon, 3/6.
ELLISON (Ruth).

Sanoy & Co. (A New Zealand story), 3/6.

QIBBE (May). (We have sold over 200,000 of May Gibba' books).

Bie anp Bue 1n Guunur TowN. Fourth thousand, 88 coloured
pictures with Rhymes. 9% x 10% in. cloth, witk jacket, 3/6.

Bra anp Bus: More Funny Stories about Old Friends. Sirth
thousand, 96 pages of sllustrations, with coloured fromtispiece,
I0 x 9 in. picture boards, with jacket, 4/6.

Lrrrie Racoep Brossom. with 22 full-page plates ond many
h}mwrou: pew drawings, 92 x 73 in. picture boords, with jacket,
5/-

TaLEs or SNUGGLEPOT AND CUDDLEPIE. 34tk thousand, with 23
colovured and other plates and many pen drowings. 9% £ 71 im.
cloth, with jacket, 6/-.

TaE Stony of NUTTYBUR AND NITTERSING. 12th thousand, with
coloured fromtispiece, 20 full-page plates, and other illusirations.
9% & 7% in. picture boords, with jacket, 5/-

Two LiTtie GuM-NUTs. 10tk thowsond, with 18 coloured plates and
other illustrations, 91 & 7% in. picture boords, with jackel, 5/-.
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Porurar VERSES, Platypus Series. 11th thousand, 2/6.
Husmorous Verses., Plotypus Series. 1lth thousond, 2/6.

These 3 vols contain the same material as the Definitive Edition.
Ses alse GENERAL LITERATURE—BROOMFIELD (Fred. J.).
LAWEON (WIiD, suthor of "Bacific Steamera,” sto,

Tre Toxeg KiNGs AND orBER VERSES. Jrd thousond, 5/-.
MacCALLUM (8ir Munge), K.C.M.G., M.A., Litt.D., LL.D., Professor
Emeritus of Modern Litsrature and Hon. Professor of English In
the University of Sydney.
QueEn Jezeser; Fragments of an Imaginary Biography in Dramat-
ised Dialogue, 6/~
MACKELLAR (Dorothea), author of “The Closed Door,” ato.
Fancy Dress and other Poems, 4/6.
MAHER (Wallace).—&s2 QENERAL LITERATURE,

QLD BUSBH SONGS; Composed and Sung fn the Bushrenging, Dig-
ging, and Overianding Days. Edited by A. B. Paterson, author of
"The Man from Snowy River."” Seventh Bdition, 3/6.

“O’'BRIEN (John)".

Anounp TRE Bokex Lo and other Verses, with & illustrations, 4/6.
Anounp TRE Bomee Loc and other Verses, Plaiypus Series. 33rd
thousand, 2/6.

O'BRIEN (Rev. Erls M.), suthor of “The Dawn of Catholiclym In
Australia,” etc.

Tex HosTacE: a Miracle Play, /-

CAILVIE (W H.).

Famx GmaLs AND Gaey Horses. 24th thousand, with portrait, 3/6.
Hzaz1s or Gorp. New Edition, enlarged. 8th thousand, 2/6.

O'REILLY (Dowsll)—Fee GENERAL LITERATURE.

PATERSON (A. B, “Banjo”), authot of “Three Hlephant Power and
other Ntories.”

CoLixctzp VERsE. 4th Edition, with porirait, o/-.

TEIGMAN rroM SNowy Rivem and other Verses. Platypus Series.
2/6.

Rro GrawpE and other Verses., Platypus Series, 2/6,

Savteusa Bri, J.P. and other Verses. Plaiypus Series, 2/6.
Soa aiso Old Bush Songs.

(Over 225,000 volumes of A. B. Paterson’s Poems have been sold).

QUINN (Roderlo).

Poems, A Selection made by the Author from the best of his pub-
lished and unpublished work. with porirait, 6/-.

SHAW (Winifred), suthor of ““The Aspen Tree."

Tae YiLow Croax and other Poems (140 copies printed), 10/6.

SIMPSON (Holen de Guerry). Author of “Cups Wands and Swords,”

A Max or H1s TiME: a Play, 7/6

PrnosorHIEs IN LitTie (140 copies printed), 10/6.
STEPHENS (Brunton),

SzrecTED PorMS. Platypus Series, 2/6.
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TUCKER (Professor T. Q.), C.M.Q., Litt.D., suthor of "Life in Anclent
Athens,' ete,

SoNNETS OF SEAKESPEARE'S GHoOsT: the Words procured by
Gregory Thornton: the Ornaments made by Willem Blaeu, 3/6.
Hes also AUSTRALIAN ENCYCLOPAEDIA,

WRIGHT {(David Mgies).
Ax Insx HRAmT, With porirsit by Mick Poul, 5/-.

JUVENILE LITERATURE.
ABRBOTT (J. H. M.).
Docsnose. (A schoolboy detective story), 3/6.
ADAMSON (Bartlett).
Mystery Gorn, (A story of adventure in the Southern Seas),3/6.
Platypus Series, 2/6,
BELL (Lsigh).
Breaxers oN THE Beacm, Illustrated, 3/6.
Platypus Series, 2/6.
Caouin’s Story Boox, Platypus Series, with 42 illusirations, 2/6.
BRUCE (Major Georgs).
Tue Lion’'s SoN. (A story of the North-West Frontier of India),

3/6.
Platypus Series, 3rd thousand, 3/6.
BRUCE (Mary Grant).

ANDERSON'S Jo, 3/6.

Platypus Series, 8th thousand, 2/6,
Hvyca Stanromn’s Luck, 3/6.
—— Platypus Series, 13th thousand, 2/6.
RogiN, 3/6.
Platypus Series, I15th thousand, 2/6
COPP (Lilllan Grace).

Sur Stanwoop, 3/6.
ELLISON (Ruth).

Sanpy & Co. (A New Zealand story), 3/6.

GIBBS (May). (We have sold over 200,000 of May Gibba' books).

Bis axp Bus IN GuMNUT TowN. Fourth thousand, 88 coloured
piciures with Rhymes. 9% x 10Y in. cloth, with jacket, 3/6.

Bre awp Bur: More Funny Stories about Old Friends. Sisth
thousand, 96 pages of illustrations, with coloured fromtispiece.
10 % 9 in. picture boards, with facke, 4/6.

Lirree Raceep Brossom, with 22 full-page plates and many
h;amorom pen drawings. 9% x 7% in. picture boards, with facket,
5/~

Tarks oF SnvcGLEPoT AND CUDDLEME. 34th thousand, mwith 23
coloured und other plates and many pen drawings. 9% x 71 in.
clotk, with jacket, 6/-,

THE Story or NUuTTYBUB AND Nrrreesing. I2th thousand, with
coloured fromtispiece, 20 full-page plotes, and oiher illusirations.
9% x 7§ in.  picture boards, with jacket, 5/-

Two Lrrtie GuM-NUTs. 1{th thousond, with 18 coloured plates and
other sllustyations, 9% x 7% in. picture boards, with jacket, 5/-.
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HARDIE: (8orda).
Story Time. with 70 :Ilu.rfmum by Nancy Dafmm, 2/6.
HARPER (Theodores Acland).
TaE Jantroz's Car. with 28 ill'u:lramm 5/~
HAEHASON (Launulnt), hto Protessor ot cholnn. Univarlit! of
_Byuney.
Taies AnNp Tamzavropres: Awustralian Natural! History Rhymes.
with 80 illustrations by. the suthor,;4/6.
LEE (Lesits). o ST ’
TaE Roap To WIDGEWONG, 3/6. L
LIFE AND ADVENTURES OF ROBIN HOOD, Third thousand, illua-
tratad, 2/6.
MACK (Amy Eloanor). See GENERAL LITERATURE.
MACK (Loulss).
TEENS: a story of Australian schoolgirls. #th Platypus Edition, 2/6.
Gmis TocEreER. A sequel to Teems. 4th Platypus Edition, 2/6
MACKNESS (Constancs).
Miss Brvy. Ilustrated, Second thousand, 4/6.
.Dt-DounLe-Di. Illustrated, Second thousend, 4/6.
GeM qr THE FLAT. 7 illustrations, 3/6.
Platypus Series, 7th thousand, with Mrctwm, 2/6
THE GLAD ScmooL. 3 illustraiions, 3/6.
Platypus Series, 5th thousand, 2/6.
MONTGOMERY (L. M.). Ses NOVELS AND ROMANCES.

PEDLEY (Ethel C.).
Dot anp THE KAnGaR0o. 82nd thowsond, with 7 illustrations, 3/6.
Cheaper Edition, Platypus Series, 2/6.
PUCKRIDGE (Doreen K.).
King's CastiE, 4/6.
TIMMS (E. V.).
Rep Mask: a Story of the early Australian Goldficlds, 3/6
Platvpus Series, 3rd thousand, 2/6.
TEE VALLEY oF ADVENTURE. #A thouumd with map ond dhmm-
tiom, 3/6
Platypus Series, 2/6,
WALPOLE (Andrew H.).
TrE Brack Stan: a School Story for Boys. 4th thousand, 3/6.

SCIENTIFIC AND PRACTICAL.
AUSTRALIAN LETTERING BOOK for use In Bchools and in the
offices of Lawyers, Architects, Engineers, etc, 70th thousand, 1/-,
AUSTRALIAN SKI YEAR BOOK. 3/8. (Published Illnl.ll-ll)' in June).

BEABLE (W. H.).
Berinp THE CoUNTER: a Practical Guide for Shop Assistants, 2/6.




SCIENTIFIC AND: PRACTICAL xv

BIGNOLD H; B.). - AT L
Avuction Brioge Snm.rrm. 2/6.

“AUCTION SIMPLIFIED” Scork Boox, 6d. S -

BLANO (F. AJ, MA., LLB, Lecturer In Public Administration,

University of Sydney,
Buncer Controw, 3/6.

BURRELL (Harry), C.M.2.8. - =

Tae Pratyrus: its Discovery, Zoological Poaluon, Form and. Chare
acteristics, Habits, Life History, etc. Clnaper Edition, with 50
illustrations, 10/6.
CAMPBELL (Joseph), ML.A,, F.G.9, .
Siupe Tests ror MinmmaLs; or Every Man his own Analyst.
14tk thousand, packet sixe, 3/5.
GARTES (I-I. J4.), B.A., F.EA, joint odltor of the Al.!strallan I&myﬂo
paedia.”
A Caecx LIST oF THE AUSTRALIAN Bunzs'rmu 5/-.

CASEON (Herbert N.) ,Editor “Efficlency Magasine” (London),
ART oF Cusmnn—l-‘mnme. Fourth Australian Edition, 6/-.
AxioMs or BusiNess. Second Australian Edition, 2/6.

Brrrez Business Larrers. Fowrth Awstralian Edition, 6/-,

Bertin SaLzsMansurr aND Twirve Tips on Finance Third Aur-
tralian Edition, 6/-,

Dzprs, aNp mow T0 Correcr TaEM, 6/- .

Gerring Over Dirricurtins. Third Australian Edition, 6/-.°

Hpw 10 MAaxe Mose Ner Prorr.  Sisth Australion Edman, 6/-.

MzxN AT THE ToP. Second Australian Edition, 2/6.-

Tamreen Tirs on Lucx. Third Ausiralion Edition, §/-.

Twerve Tirs oN Success AND HAPPINESS, 2/6.

TwiLve Trps 1o TRavELLING SaLesMEN. Third Australion Ed'mou.
6/-.

Twzve Worst Mistakes 1N Busmwess. Third Australion
Edition, 6/-.

Ur-r0-pare ManvracruminGg. Third Australian Edition, 6/-.

Ur-1o-pATE SALESMANSHIP. Fowrth Ausiralian Edition, 6/-,
(Over 40,000 volumes of the Australian edition of Casson 3 booh
have been sold).

COMMONSENSE COOKERY BOOK (The). Compiled by the New

Bouth Walea Fublic Bohool Cookery Taachers® Asscolation.
115tk thousand, 1/8.

COPLAND (D. B.), M A, D.Sc,, Professor of Commerce, University of
Melbourne.
Srure EcoNoMic STumMEs, 2/6.
COWLEY (Edward). .
Crassing TR Cup: a Handbook on Wool Classing. Second
Edition, revised and enlarged, twith 11 coloured plates, 15/~
CRUICKSHANK {W. D.).
PRiINCIPLES AND PRACTICE or Borner Gonsnucrlou a Manual for
Practical Men. Second Edition, revised and enlarged, with llus-
trations, 15/-
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DAVIDEON (A. C.), @enerai Manager, Bank of New South Wales.
CenraaL Reserve BANKING, Second Edition, 2/6,
'EMLERMANN (Carl),
CoRNERSTONES OF AUCTION Brince. With the latest Portland Club
Rules. Third Australian Edition, 7/6.
FINCK (Dr Alfrad E.).
Rurxs ror CoMrPETITIONS, International Fencing Federation, 2/6.
FRANCIS (W. D,) of the Quecnsiand Departmment of Agriculturs.
AUSTRALIAN Rarx Fomest TrErs. Excluding the Species confined
to the Tropics. with 224 sliustrations. Published for the Council
for Scientific and Industrial Researck, Commonwealth of Aus-
tralia, 10/-. ‘
GOODGE (G. H. W.), late Editor '""The Motor In Australia.”
500 Moror WriNkLES. With a Preface by J. Fielder, Technical
Adviser, NRM.A. 2/6.

QouaH (E. L.), B.Ec.,, Lecturer-in-Charge, Women's Handlicraft De-
partment, Technlcl.l College, Sydney.
Procisses IN DRESSMAKING. with 61 illustrations, 3/6.
See also Roberts and Gough.

QRIMWADE (W. Russell), B. Sec.
AN ANTHOGRAPEY OF THE EUCALYPTS. Second Edition, with 104

colowred plates, 42/-.
HOPE (R. M.).
Nous; an Antidote for Business Inertia. 12/6.

IDRIESS {fon L.).

ProsrecTING For Gowp: From the Dish to the Hydraulic Plant,
With Introduction by F. S, Mance, Under-Secretary for Mines,
N.SW. Second cdman, revised and enlarged, with 16 sllusiro-
tions, 5/-.

KIDSON (Edward), 0.B.E., D.Se.

MgzTROROLOGY (Reports on the Scientific Investigations, British
Antarctic Expedition, 1007-1909, under the command of Sir E, H.
Shackleton, C.V.C.). Published for the Council for Scientific and
Industrial Research, Commonwealtk of Australia, 7/6.

KINGHORN {J. R.}, Zoologlst, Australian Museum, Sydney.

THE SNAKES OF AUSTRALIA. with 137 coloured drowings ond
numerous other illustrations, 10/-.

LOCKLEY {J. 4.), "Redgum” of the “Sydney Morning Herald "™

Rose-GRoWING MapE Easy. Fourth Editiom, completing 12,000
copies, with Gl illustrations, 6/-.

LYELL (G.)—S8e¢ WATERHOUSE and LYRILIX.
MACDONALD (Donald).—8ss GENERAL LITERATURE.
MARES (D. J.), FRMS, Government Metsorologist, N..W.

Know Youn OwN WreaTEER. Popular Studies in. Avstralian

Meteorology. with numerous illustrations, 5/~
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MAYNARD (R. 8.).

AUSTRALIAN DARYMAN’s HANDBOOK. 758 pages, with 50 plates

(5 in colowr) and 200 other illustrations, 45/-. :
MILLS (Prof. R. G.), D:S¢., and F. C. BENHAM, B.Sc.

Tre PuNcirLes oF MoNEY, BANKING, AND FoREIGN EXCHANGE

and their application in Australia. Second Edition, enlorged, 5/-
NANGLE (James), O.B.E, F.R.A.8,, Government Astronomer, N.8.W.

StArs oF THE SoUTERERN HEavENs: a Popular Handbook., Second

Edition, revised, with illustrations, 5/-.
O'CALLAGHAN (M. A.).

Mnx anp Burteer Tasies, with Notes on Milk and Cream Test-

Testing, 1/-.
PITT (E. R.).

CATALOGUE OF SCIENTIFIC AND TECHNICAL PERIODICALE IN THE
LIBRARIES OoF AUSTRALIA. 1208 pages. Published for the Council
for Scientific and Indusirial Research, Commonweaith of Aus-
iralia, 10/-,

POTTS (H. W.), late Principal Hawkesbury Agricultural College.

Pics AND THEmR MANAGEMENT, Fourth Edition, revised and
enlarged, with 98 illustrations, 12/6,

PRESBYTERIAN COOKERY BOOK O©OF GOOD AND TRIED

* RECEIFTS. Twentieth edition, rovised and enlarged, 3/-.

ROBERTS (M. E.), late Lecturer at Sydney Technlcal Colloge,

Deess-cUTTING MEeasure Boox (for use with the Cutier's Guide

and Garment Cutting, od.

ROBERTS (M. E.} and E. L. Q. GOUGH, B.Ec.

Tre Currer’s Guipg: a Manual of Dress-cutting and Ladies'
Tailoring. Sewventh Edition, with 170 diagrams, 10/-.

Garment CurTing For Gmrs: a Textbook for Students attending
Needlework Classes. New Edition, with 57 diagrams, 4/6.

RUPP (Rev. H. M. R.), B.A.

Guipe 1o TRE Orcrins of NEw SoutrR Wares. With a Foreword
by Edwin Cheel, President, Linnean Society of N.S.W,, and
over 90 illustrations, 7/6.

SHANN (E. 0. GQ.), M.A,, Professor of History and Economics, Unlver-
sity of Western Australia, and D. B, COPLAND, M.A,, D.Sc,
Professor of Commerce, Unliversity of Melbourne: Editors.

THE Crists IN AUSTRALIAN FINANCE, 1929 10 1931: Documents
on Budgetary and Economic Policy, §/-.

SULMAN (Florence).

A Porurar Gume 10 T Witp Frowers oF New Soure Wares,
with 123 full-page plates, 2 vols, 12/-.

BUSSMILCH (C. A.), F.G.8, Principal of Eaat Sydney Technical

College,

AN INTRODUCTION T0 THE GROLOGY OF NEw SoutE WaLks. Third
Edition, revised and enlarged, with 100 map: and tllu:lratsom.
7/0.
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TILLYARD (R. J. ). F.R.8., Entomologist to the Commonwealth
Government, author of “"The Biclogy of Dragonflles,”

THE. INSECTS OF AUSTRALIA AND NEw ZEALAND. with &8 plam' "
~ colour and hundreds of other illustrations, 42/-.
VEQUIN (Caplnl).

Harps Up! PaLMisTRY For PASTIME. with numerous disgrams,
3/6.

WATERHOUBE (G. A.), D.8c,, P.ES, and Q. LYELL, F.H.B.

THE BUTTERFLIES OF AUSTRALIA: a Monograph of the Australian
Rl}opalocera. with hundreds of coloured and other illustrations,
4a2/-.

WILLS (H. GQ.), Instructor, Technical College, Sydney.

AUsTRALTAN House Drainace Practice. With full Instructions
and Working Drawings for the installation of small Septic
Tanks, by S. V. Wennholm, M.R.S.LLE. Second Edition, revised .
and enlarged, with 131 illusirations, 12/6.

WUNDERLIGH (Br Otto),
ACCOUNTANCY 1IN Mopeen Bustness. 10/6.

MEDICAL AND NURSING.

QOPPLESON (Vietor M.}, M.B., Ch.M., T.R.CH., FP.CH5A

THE TREATMENT OF VARICOSE VEINS BY INJECTION. Second
Edition, 5/-,

COFPLESON (Victar M.), Hditor,

CuinicaL Hanppoox For ResinEnTs, Numses, AND StupeEnts., By
Members of the Staff of St Vincent's Hospital, Sydney, 5/-.

DARK (E. Payton), M.B., Ch.M.

DraTEERMY IN GENERAL Pracrice. With chapter on Diathermy in
Gynaecology, with special reference to major surgery, by F. A.
Maguire, M.D., Ch.M., F.R.C.S,, etc, and a Foreword by R. Scot
Skirving, M.B,, Ch.M., 25/-. )

FISHBEIN (Morris), M.D.—See GENERAL LITERATURE.
MAGUIRE (F. A.), D.8.0.,, M\.D., Ch.M., F.R.C.8.,, F.CBA,

ANATOMY OF THE FEMALE Prrvis : Descriptive and Applied. Second
Edition, /6.

HARPER (Margarst H.), M.B., Ch.M.

Tre PARENTS' BooX. New Edition, revised and enlarged, com-
pleting the 18th thousand, 1/6.

MURPHY (Rev. Father R. J.), 8.3, )

Tae CatHoLIC NURSE: her Spirit and her Duties. Second Edition,

4/6.
PHARMACOPOEIA of the Royal Princs Alfred Hospital, Sydnay, ¢/-

A4/
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