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1940-41 VICTORIAN BUDGET.

Mr. HOLLINS (Hawthorn).—For a
number of years I have analysed the
Budget statements not only of this
State, but also of other Australian
States and of the Commonwealth, and
I can quite candidly say that I am
not impressed with the statement of
the Treasurer, for in it I find no plan-
ning for the future, no planning for
péace. To my mind, that should be
the most important part of the Bud-
get, as it is the most important sub-
ject that*this House can deal with
at any time. As is usual in Budget
statements, the true facts are hidden.
The Leader of the Opposition has
pointed out that it requires a finan-
cial expert to explain some of the de-
tails, and it is indeed hard to find
the real truth by examining the fig-
ures. I would mention one circum-
stance that I feel is quite wrong, al-
though it is common to all Budget
statements. Money raised for speci-
fic purposes is often not used for
those purposes. That is an incorrect
procedure. The Leader of the Op-
position made an impressive survey
of the Budget, and pointed out that
the declared surplus of £6000 for 1939-
40 was not, in fact, a reality, but that
there was actually a deficit of
£3,956,000. That calls to mind a
statement made by the Auditor-Gen-
eral after he had surveyed the Bud-
get of 1934-35. He pointed out that
there was a deficit of £3,172,000, in-
stead of a deficit of £151,000, as
shown. Some such conclusion seems
to be the normal result of studying
a Budget, for the balance shown will
very seldom stand critical examina-
tion. The present Budget is no ex-
ception.

The public debt is, I suggest, the
best indication of the finances of the
State. The latest issue of the “Vie-
torian Year-Book” shows how the
public debt increased, from 1920 to
1939, by £92,000,000. In 1920, the
debt was 87.6 million pounds, and in
1939 it had increased to 179.6 million
pounds, representing an increase of
92 million pounds, or more than 100
per cent. in nineteen years.

Mr. Mackrell—Have the national
assets increased?

Mr. HOLLINS.—Certainly, but not
in the same ratio. The Leader of the
Opposition also made it clear that
interest is a big problem. While I

agree with him in that statement, I
do not agree with some of his find-
ings. It is interesting to note that
he pointed out that the cost of par-
liamentary government in Victoria—
including the Legislative Council,
the Legislative Assembly, and the
establishment of the Governor—is
1/7 per head of the population, while
the total interest paid is £4/9/7 per
head of the population. Those figures
indicate a very dangerous state of
affairs. It is being said on all sides
that State Parliaments should be
abolished, and very often the high
cost of government is put forward as
the main reason for advocating the
curtailment of Parliaments. At a time
like the present, when the British
Empire is fighting for democracy and
is, in fact, one of the last bulwarks
against dictatorship, it is regrettable
to find that the great interest bur-
den is so clouding the issue as to
give plausibility to the argument that
State Parliaments should be abolish-
ed because of the high cost of gov-
ernment.

If State Parliaments were abolish-
ed, there would be greater centrali-
zation of control, and democracy
would be in grave danger. Therefore,
it behoves honorable members to
face this serious problem of inter-
est charges. I believe it is the crux
of our present troubles. The Federal
Treasurer recently stated that the
war had cost Australia during the
first twelve months the equivalent
of £105 a minute, which is equal to
£151,000 a day; but he did not reveal
that the amount of taxation being
raised to pay interest on the national
dent is equivalent to £110 a minute,
or £5 a minute more than the cost
of the war effort in the first twelve
months. The war effort, therefore, in
the first twelve months has cost £5
a minute less than the cost of in-
terest on the national debt. The
“Victorian Year-Book” shows that in
1920, the interest payments were 3.5
million pounds, and that in 1939 they
had increased to 6.8 million pounds.

Sir Stanley Argyle.—Although the
rate of interest had been consider-
ably reduced?

Mr. HOLLINS.—Yes. The increase
over the period was 3.3 million
pounds, or nearly 100 per cent. in the
last nineteen years. All honorable
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members should seriously consider
the question of interest charges. Un-
til we do so we shall not find any so-
Jution of the State’s problems. A
table respecting the effect of interest
was prepared some years ago, by
which it was shown that £1 invested
at 5 per cent. would become at the
end of a year £1/1/, and that at com-
pound interest the result would be
the same; at the end of 300 years,

~the £1 would have increased by sim-

ple interest to £16, but at compound
interest it would have increased to
£2,291,000. Those figures are start-
ling, but they are true. That is why
this State, like other States of the
Commonwealth, finds itself in an in-
tolerable financial position.

Mr. Bailey.—Did you say that com-
pound interest on £1 would amount
to that large sum in 300 years?

Mr. HOLLINS.—Yes.

Mr. Bailey.—We need not be con-
cerned with what may happen in 300
years. :

Mr. HOLLINS. — That is the
trouble. We are “passing the buck.”
Government after Government has
been doing that.

Mr. Mackrell.—Have you examined
the particulars shown in connection
with the National Debt Sinking Fund?

Mr. HOLLINS.—Yes. The increase
of the national debt and of “interest
payments is tremendous over the
years. That indicates clearly that
the sinking fund does not wipe off
any reasonable portion of the national
debt.

Mr. Michaelis—Do you suggest
that we should stop borrowing?

Mr. HOLLINS.—Yes, definitely;
but I do not suggest—as some honor-
able members may—that we should
balance the Budget and live within
our present financial income. That
policy would ruin the State, which is
depending more and more on borrow-
ed money to keep going. That is a
peculiar statement but it is true. Un-
less Governments borrow money in
ever increasing amounts, business
communities must go insolvent. In
other words, the profits of the busi-
ness communities depend more and
more on Government loan commit-
ments. Until we realise that that is
the position, no solution will be
found of our social and economic
problems.

Mr. Michaelis.—In other words, we
are now suffering from inflation?

Mr. HOLLINS.—No. Inflation is
continually raised as a bogey; but
what is inflation? It is an increase
of the money supply, which causes
an increase in the price of goods for
sale.

Mr. Michaelis.—Is that not what
has happened?

Mr. HOLLINS.—No. There is cer-
tainly an increase of the money sup-
ply at present, due to war service
and the manufacture of munitions,
but there is still a shortage of money
to buy all the consumable goods pro-
duced.

Mr. Michaelis.—The increase oc-
curred long before the war.

Mr. HOLLINS.—Yes, largely be-
cause of increased borrowings by all
the States of the Commonwealth. At-
tempts have been made—to some de-
gree they have been successful—to
limit the tendency for prices to rise
immediately upon the money supply
being increased. The national debts
of all countries of the world present
the most serious problem facing this
age. I shall quote figures taken from
“A Short History of Money,” by
Robert R. Doane. He pointed out
that in the seventeenth century the
world’s debts increased by 47 per
cent., in the eighteenth century by
466 per cent., and in the nineteenth
century by 12,000 per cent. What the
increase will be in the twentieth cen-
tury, with a second world war to be
taken into consideration, is best left
to the imagination. It is no use our
being facetious about this matter, as
it influences the lives of all of our
citizens. As their representatives,
we must face the situation honestly,
and “passing the buck” will not solve
the difficulty.

Mr. A. A. Dunstan.—The values of
the State’s assets also have increas-
ed.

Mr. HOLLINS.—That is true; but
they have not increased to the same
extent as the national debt. As was
pointed out by the honorable mem-
ber for Northcote yesterday, more
than £150,000,000 of the State’s bor-
rowing is tied up in railways, water
supply, and land settlement. The
Government had to write off £30,000,
000 of the capital invested in the
railways. They are supposedly State
owned, but they are really owned by
the stockholders, the Government
being the tax-collecting agency. It
the railways were owned by a pri-
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vate concern, depreciation would be
written off each year; but as they
are a Government undertaking, that
practice is not adopted. The railways
show a heavy yearly loss, so the as-
sets do not exceed the money bor-
rowed.

Mr. Mackrell. — Privately owned
railway concerns throughout the
world have had to write off huge
amounts of capital.

Mr. HOLLINS.—Railway companies
were forced to do that on account of
tpe intensive competition of more
modern means of transport, as well
as on account of depreciation.

An Honorable Member.—Do you
place any value on the development
of the country?

Mr. HOLLINS.—The development
of the country is vital. The railways
must develop the country; motor
transport also must develop it. 1
am merely pointing out that, because
of over-capitalization of our railways
it is impossible to recover the huge
amount of the interest charge which

is payable to the private stockholders. -

Mr. Lind.—The cost necessarily
must lag behind the ultimate result.

Mr. HOLLINS.—That is true to a
degree, but not to the extent sugges-
ted by the Minister of Lands.

Mr. Lind.—I did not mention the
extent. The cost necessarily lags be-
hind the process of development, in
some cases.

Mr. HOLLINS.—Yes; but it cannot
be suggested that the railways have
not developed. The railways are a
State asset and have been in exis-
tence for a long time; but they are
a depreciating asset.

Mr. Holland.—The increased value
of the land, after the railways had
been built, went to private enter-
prise; it did not go back to the com-
munity.

Mr. HOLLINS.—If we had utilized
the national credit available through
the Commonwealth bank the present
intolerable situation would never
have developed. It has developed
mainly because past Parliaments
have not faced up to the real prob-
lem. The reason for this was ably
expressed by Professor Soddy, who
said—

It is a secret conspiracy with the ostensible
‘Government, whatever the party label, to ham-
string democracy and keep the nation enslaved
to a gang of counterfeiters, pretending to lend,
but in fact minting money in order to per-
petuate poverty in the midst of abundance.

Mr. Lind.—You are not blaming
this Government?

Mr. HOLLINS.—I am blaming this
Government for not facing these prob-
lems; but the responsibility on this
Government is no greater than that
on previous Governments.

Mr. A. A. Dunstan.—What is your
suggestion?

Mr. HOLLINS.—If the Government
were to devote one day to debating
the financial and monetary issue we
could make recommendations to the
Commonwealth Government which
would have far-reaching results, and
would help to put the finances of the
country on a sound basis.

Mr. A. A. Dunstan.—Do you think
it matters if we spend borrowed
money so long as we create assets?

Mr. HOLLINS.—But we must pay
interest on the borrowed money. The
Leader of the Opposition pointed out
that that was the real problem. I
should like to ask members this ques-
tion: If every citizen in the Conimon-
wealth were to buy one war savings
certificate who would pay the inter-
est on those certificates? It is ob-
viously a physical impossibility for
the country to pay the interest. That
proves that if we continue to borrow
privately created money from the
banks we shall not get out ot the in-
tolerable tangle in which we now
find ourselves.

Mr. Bailey.—Did you not say that
it was essential for business to bor-
row money?

Mr. HOLLINS.—Under the present
financial system the business of the
State cannot be carried on without
large sums of money coming from
the financial system, but I maintain
that that is fundamentally unsound
because it is creating an inextinguish-
able debt. I am thinking of the peo-
ple of Australia. Business is in a
parlous condition, and no real solu-
tion of the problem is being found.
The reason is that we have failed to
deal with the money problem effec-
tively.

Mr. A. A. Dunstan.—If the blacks
still owned Australia there would
have been no national debt here, but
there would have been no national
assets.

Mr. HOLLINS.—But the national
assets could have been created with-
out incurring the national debt. For
instance, in 1860 Australia’s national
debt was £12,000,000. Since Federa-
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tion was accomplished we have paid
£900,000,000 in interest on the national
debt without paying back one penny
of principal. - Even if a sinking fund
has been operating, the principal has
been increasing all the time. The
national debt has grown by more
than £1,000,000,000.

Mr. A. A. Dunstan.—Does not the
same principle apply in private en-
terprise?

Mr. HOLLINS.—Exactly, but it is
definitely not necessary.

‘Mr. Michaelis.—Your idea is as
old as history.

Mr. HOLLINS. — A Tasmanian
monetary inquiry brought out in evi-
dence that if the present system per-
sisted for another 25 years it would
take all the national income to pay
the interest on the national debt. It
has also been estimated that if the
present debt system was continued
for another 70 years in the way it
has been going, Australia would owe
£780,000,000,000 at the end of that
period, and that every family in the
Commonwealth would have to find
£13,500 a year as its share of the
national interest. Tha. is the con-
dition towards which we are heading
unless we are prepared to make a
round turn at this point. Will the
Minister of Labour answer the ques-
tion that I submitted a few minutes
ago—If every citizen in the Common-
wealth were to buy one war savings
certificate who would pay the inter-
est on those certificates?

Mr. Mackrell.—We are paying in-
terest on £500,000,000 borrowed from
our Australian people.

Mr. HOLLINS.—I advise the honor-
able gentleman to be careful. He
has not answered my question. Ac-
cording to the ‘“Victorian Year-Book,”
in 1934-35 the Commonwealth taxa-
tion in this State amounted to
£16,000,000 and the State taxation to
8.9 million pounds. In 1938-39 the
Commonwealth taxation had increas-
ed to £20,000,000 and the State taxa-
tion to £12,000,000. That represented
an advance in the Commonwealth
taxation in Victoria, of £4,000,000, and,
of State taxation, of 3.1 million

pounds. There we have a total in-
crease in the Commonwealth and
State taxation in four years of

£7,000,000.

Mr. Mackrell.—What about the as-
sets?

Mr. HOLLINS.—Considerable as-
sets have been created, but they are
not commensurate with the amount
of increased taxation.

Mr. Mackrell.—Money must be bor-
rowed.

Mr. HOLLINS.—In Victoria in
1938-39 the Commonwealth taxation
per head amounted to £10/13/9 and
the State taxation to £6/8/3. Particu-
lars as to municipal taxation are not
available for that year, but I shall
assume that it was not less than the

amount taken in taxation by the
councils in 1937-38, when it was
£2/0/11 per head. If we add that

sum to the other figures we find that
the total taxation in the State of Vic-
toria for the year 1938-39 was £19/
2/11 per head of the population. That
is the situation today, and it all
comes through borrowing from pri-
vate bankers who, to quote the Lon-
don Chamber of Commerce, “create
money out of the blue.”

Mr. Macfarlan..—Do you say we
should borrow money from the Com-
monwealth, Bank?

Mr. HOLLINS.—We should draw
money from the Commonwealth Bank
according to the needs of the com-
munity.

Mr. Michaelis.—In
print bank notes.

Mr. HOLLINS.—To propose that
we should print bank notes is fool-
ish. If we were to print £10,000,000
worth of notes, the private banks
would be enabled to create and lend
£100,000,000 of financial credit, which
would be new money. That shows
the unsoundness of the suggestion
just made. Honorable members will
recollect the proposal of a former
Treasurer of the Commonwealth, Mr
Theodore, that a fiduciary issue of
£18,000,000 should be printed, and will
recall that it was not carried out.
Had it been put into effect, the pri-
vate banks would have been able to
create and issue approximately
£180,000,000 of financial credit. 1
make that statement because, if a
bank holds £1 in cash, it can lend
£10.

Mr. Bailey.—If the money were
not made available by the issue of
additional bank notes, how could the
Government borrow from the Com-
monwealth Bank? By what method
would it obtain credit?

Mr. HOLLINS.—The present meth-
od of lending by the Commonwealth

other words,
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Bank to the Commonwealth Govern-
ment would be followed. If the Gov-
ernment were to request the bank to
grant it an overdraft, and the bank
was willing to lend, it would pos-
sibly write the overdraft limit at, say,
£100,000, and the Government would
draw cheques on that account. When
the money went into circulation in
payment for goods and services new
deposits would be created to the
amount of the cheques so drawn.

Mr. Michaelis.—Would not the
Commonwealth Bank charge interest
on the overdraft?

Mr. HOLLINS.—Yes.
Mr. Michaelis.—But what would
follow if your system were adopted?

Mr. HOLLINS.—I am not suggest-
ing a system; I am merely setting
out the fundamental principles of
finance as advocated for many years
by leading thinkers on finance. Gov-
ernments in the past have been con-
trolled by financial interests, instead
of by the people, until now we find
ourselves in an intolerable position.

Mr. Michaelis.—Are you not submit-
ing your own ideas and suggestions?

Mr. HOLLINS.—No. I repeat that
I am putting forward the fundamen-
tal principles advocated by scores of
thinkers today.

Mr. Michaelis.—What are your own
suggestions on the subject?

Mr. HOLLINS.—I suggest that if
new money is wanted by the State,
the Commonwealth Bank should make
that money available, without inter-
est.

Mr. Hogan.—Would you suggest
that there should be no limit?

Mr. HOLLINS.—Of course, there
must be a limit. Nobody but a fool
would issue money to an unlimited ex-
tent. Money has value only so long
as it has a correct relationship to
the goods produced or services ren-
dered.

Mr. Bailey.—What would happen
when the limit was reached?

Mr. HOLLINS.— Obviously, the
bank would not issue more money,
because that would cause inflation
and a reduction in the value of
money.

Mr. Michaelis.—What would hap-
pen then?

Mr. HOLLINS.—The amount of
money in circulation should be suffi-
cient to enable the people to buy all
the goods produced and to pay for
services rendered. If that were done,

there would be no inflation, but there
would be prosperity among all sec-
tions of the people.

Mr. Michaelis.—Suppose it was de-
sired to borrow money for the con-
struction of a railway, and the limit
was reached in that way?

Mr. HOLLINS.—If it could be
shown that increased rail services to
the community were necessary, the
Commonwealth Bank should imme-
diately make available the money for
the purpose. That would not cause
inflation, because the production of
an asset of that kind, even though
not in consumable goods, would have
an equivalent value produced. The
money spent on the construction of
the railway could be recovered by
increased taxation. But that pre-sup-
poses that sufficient money was al-
ready in circulation to buy all goods
produced and to pay for all services
rendered.

Mr. A. A. Dunstan.—Would the in-
dividual taxpayer still have to pay
interest?

Mr. HOLLINS.—If honorable mem-
bers so desire, I am willing to carry
on the debate along the lines now
developing, and to continue my pre-
pared speech later.

Mr. Hogan—Who do you suggest
should fix the limit?

Mr. HOLLINS.— The limit would
be fixed only by the physical capac-
ity of the community to produce
goods and render services.

The CHAIRMAN (Mr. Coyle).—Or-
der! I would remind the honorable
member that he is not obliged to
answer interjections.

Mr. HOLLINS.—The intolerable
position in which we find ourselves
in this State today has been due
largely to the fact that we have been
borrowing money from a source which
might be termed “private mints.”

Mr. Hogan.—Do you know that the
Commonwealth Bank fixed a limit in
1931°?

Mr. HOLLINS. — The Common-
wealth Bank did fix a limit on the
amount of money it would lend, but
the point at issue is—who controls
the Commonwealth Bank? During
the term of office of the Bruce-Page
Government, the Commonwealth
Bank was hamstrung. It is no longer
a people’s bank, but rather is it a
bankers’ bank. The Lommonwealth
Bank is no longer in a position to
serve the nation as it did during the
Great War.
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