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The roport which ¢

he committee of economists (Professors

Cop-

land, Melville, Giblin, and Shann) and Under-Treasurers pro-
Hli:iﬂhh the sub-ec ; ittee of the Toan Council last wee'.lr it
pu _.Mﬂ_':hm: detall, gor the first time, below. .

The report, after a sur
the Government fﬂ?ﬁﬁ

of the estimated budgetary position of
years 1931-32 to 1933-34, explores all

possible avenues for economies and reductions of charges against

revenue, and makes the sugges
ference is now in prosess of

1—THE MAGNITUDE
DEFICITS OF:THE

1. The &u:{};ﬂtm hgd. hcrl.:!rju it
nue an ture
supplled by the Treasurers of the
Commonwealth and all States except
New Eﬁuﬂ; Wales., lkﬂnr that State
ere  sup by Treasury
officers. The to estimated deficlt
for the Commonwealth and the States
for the current year fs £31,140,000.
2. Though estimates of expenditure
of the veus it o 1 3 i
i ears =321 to 1933-34, the
Eummtﬁr_ie 1ht~:-1u,qht&: it wmng tgiltnnkc
Care estimate o ¢ budgelary
position in 1931-32, and to bass pro-
posals for the balancing of Budgets
on the resuNs 50 obtalned %’he
fi s supplied for 1032-33 and 1933-
34 under exisiing conditions showed
no appreciable Improvement. The
estimate for 1931-32 pssumes:—

{(a) No long term borrowing in Lon-
don. 8

(b) No meneral reduction In rates of
interest
(c) No appreclable Improvement In
commodity price levels
(d) No radical change in nternal
monetary policy.
On this estimate the Committes thus
essumed the continuance of the pre-
sent depressed conditions of trade and

industry. Later it considered the
uﬂmzﬁﬂ some changes in these baslc

QNS :

3. Except for certaln dupleations
the estimates of expenditure and re-
vénue for 1931-32 made by the Com-
monwealth and Siate Treasurers were
accepted..  Expenditure allowed for
proposed further economies, but re-
celpts that depended upon new legis-
lation were cdeducted from revenue,
notably the proposed Federal tax on
interest estimated to bring in £3.500,000.
The results for each State and the
Commonwealth are glven in ' column
(lil) of Table 1. ©On this baxls the
total deflcits for 1031-32 are esiimated
in round figures at £39,000,000. 1In re-
viewing the estimates of the decline In
revenue for 1631-32 the  Commitiee
noted some apparent difTerences In
the allowances made for the efTects of
the decline in natlonal incoma upon
revenue. It is possible that the estl-
mated revenue may not (n all cases be
reached, and In view of this the estl-
mated deficlt for 1931-32 be
£2,000,000 in excess of £30,000,000. The
position for each of the years 1928-30,
1930-31, and 1931-32 s shown In the
following table:—

Y
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11. The total expenditure of Com-
monwealth and States on the tems
under consideration was £98,000,000 in
1929-30, A reduction of 20 per cent,
would glve savings of £20,000,000, Two
of the States (South Australia and
Western Ausiralia) actually show for
1931-32 economies amounting to 20 per
cent. of thelr expenditure on these
items. her reductions of expen-
diture in the four other States and
the Commonwealth to achleve this
scale of economy make £8,900,000. This
is the amount of additional saving
that could be effected In 1631-32 by
m?‘d. general application of the stan-
da

12, A rough check may be made of
the further reductions in expenditure,
possible on the basls of a 20 per cent.
cut in salaries and wages belpw the
1929-30 level. The total of salarles
and wages In the Governmont sonvice
was about® £60,000,000 in 1929-30, An
all-round: cut of 20 per cent. would
give £12000,000, apart from reduction
of stafl, which naturally follows the
decrense in business of the Rallways
and Post-office. The data for reduc-
tion in rates of pay provided for In
the 1931-32 forecast are not complete,
but b i certain that the average fuil
is less than 10 per cent. making
£6,000,000 out of the possible £12,000,000.
There Js. therefore, a further reduction
Eﬁu Eﬂ.ﬂﬂﬂﬁpﬂﬂ to be nhtﬂnt:dﬂﬂﬂl? :E

cu and salary

from the m:&ler Staff, and the ug-
tlons due to smaller quantiiles of ma-
terinl used and the lower price pald
for 1t It iz clear that the total re-
duction of cggnnmtum would be at
least the £3.900,000 set down in para-
gm:‘Ph 11,

13. The remalning blg Item of “ex-
penditure {s pensions, made up of In-
valid and old-age pensions, and war

nsions, with which may be grouped
he maternity allowanee. When wages
generally are down 20 per coent., and
salaries and wages in the Public Ser-
vice are down with them, it Is but rea-
sonable that all thess penslons should
suffer the same cut, Most of this re-
duction & balanced by the fall In
rices, and 50 Is only nominal. Prices

n the first quarter of 1931 were Iﬁgwr
cent. lower than In 1920 or In 1852],
50 that 20 per cent. off the nominal
value of a penslon would reduce its
lmrchn.'stnﬁ power very little below what
t wns in those years. Even with this
reduction Australian’  expenciture. on
pensions would be much more liberal
than in Canada or New Zealand. This
5 -::Enrl;r; shown In the following state-
MeNEL ;=

Expendifure per Head of Fopulation on
Invalid and Old-age Penslons and War
Penslons

Invalld and
ld-age war
Pen- Pén-
slons, sions.
£ 8 d. £ 5 'd.
Australia (1930-31) 115 2 1 4 8
Australla (with 20
per n:-nt,ﬂrun . & E' a DIII g
14, The expenditure on tho penaiona
group is Incressiog with Increasin
clalms. and ls estimated at £21,000,

for 1031-32, A reduction of 20 per
cont. would glve a saving of £4.200,000.
F this redununnuﬂlrm;] e, r:n mlir:ut;
nalons ann port
p.?'.lrpau-u :Iin the coat of Hvli'ng might be
conaldered.
15. The posaible economies set the
standard of the reduction in the
wiAge Are then:—

Administrationt and busl-

ness undertakings .. .. .. £8000,000
Penslons, &¢. ., H e us 4.200000
i ee v «s = £13.100,000

Tolal .. .
10 Tha rediicrtlons in rallmay éxTeEn= |

—And The Remed,

the mate
num in the first
15 not certain
Yile Assistance
public funds, but the source must len
to dry up, particularly if the
hro {n this re are accepted.

21. 1t is certaln that the public funds
avallable will be strained to provide
even bare subsistence. It 13 essential

under pressnt conditions to make them
go as {ar as le, and not use them
for the main ce of a comparatively

amali number at ordinary woage rates.
It mny be hoped that the revival of
confidence aimed al in the nﬁcn-:ml plan
of this report will ually improve
employmen: and make the funds pro-
vided =ufficlient, Bul the possibllity
must be contemplated that unemploy-
oty s a3 00b0r
mu ns 50
that this sum may be added to the
o&s deficlt, and o the Inescapable de-
it balance which remains to be met
by loan, when everything possible has
been done to Increase revenue and de-
cr%mnTexkadltum. l
. 40 MaKe economies apopreciably
greater than £13,000,000 wo :F rchTlirhé
either a sacrifice of public servants out
of proportion to that of those In pri-
vate employment or such a curtallment
of the services rendered as should be
contemplated only in the last resort
The following table shows the rigidity
of certain elemenis In Government exe-
penditure:—

Table IIT.
Natlonal Income and Government
Expenditure
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1027-28 <o we s ». B30 1874 57.8
1928-29 .. .. .. .. 645 189.1 61.6
1999-30 .. .. .. .. 0564 1943 64.4
1830-31  (estimated) 485 1969 773
1031-32 (esiimated) 450 197.5 843

Nole,—The expenditure Is ns sot out In
the estimates aub;;nt}::tﬂd to the Com-
mittee.,

The first column in the table shows the
2P il 0 (s Bation come, 1t

3 ; noar-

rowed resources of both Individuals and
Governments. Public’ expenditure,
however, has not lessened proportion-
ately, the maln reason for its rigldity
being revenled In the third column
showing the amounis required for in-
terest and sinking fund, exchange, and
unemployment relief. That portlon of
the government expenditure in which
reduction has been practicable shows a
decline between 1929-30 and  1931-32
from £120.900,000 to £113,200,000. With
the further drastlc cuts that are both
Eﬂ&ﬁlmﬂ and imperative this toal would
¢ reduced to £100,200,000. This would
represent a fall of 23 per cent. in ad-
Justable expenditure, which includes ex-
pénditure on pensions and socinl ser-
vices ‘as well as wages and salaries of
public servants. & whole brunt of
the reduction of public expenditure
would thus fall on the reciplents of
these payments. They would bear
their full share of the loss'of natlonal
income, yet the resultant eoconomles
would ve been largely swallowed up
hi.' Increased charges for Interest, ex-
fn ‘-::ﬂHEE. and the rellef of unemploy-

ns.

23, On the basls of economies pro-
os0d o saving of £13,000,000 ible
n 1031-32 may be sot against estimated
deficits of £39,000000. There remains
a gap of £26,000,000 to be bridged.
The second step—possible Increase In
revenuce—must now be consldered.

IIT.—POSSIBLE INCREASES OF
REVENUE

24, Tho poasibilities of increase of re-
venue from higher charges for services
of the Raliways, Post Office, &¢., may
be dismissed as already suMélently

lcxnlm'_:d. hi* WH lul-t:n;i.uu L

25. The only subalantial Increase In
taxation by any Government
—according to the Information supplied
=18 the Federnl tax on the interest on
CGovernment bonds. This la left out
b el nciacd - dhe: Sopder

uded in the
proposals discussed In the next section.

26. In

Tax Is the firsg ruort!

but the Ilimits of taxation o

ot e gibtos 5o O pouts
¢ n

T e e Sl
rn

Victorla and Western Austmalin with-

out making the taxation more severe

than In the other Biates. That In-

exclu-
on interest, which is
in ths next part
33. The most obvious instrument for
this increassd taxation iz the Incomas
Tix. A substantial amount could
ralsed by steepening the scale for
moderate Incomes from about £700 u
w For very high incomes pro-
bably no appreciable increase is pos-
glble above the combined Federal and
Stale taxes In some Siales
albllity of reducing exemption {nthe
ederal tax o the old figure of £300
requires lnvestigation with full consid-
¢ration to. the necessity of the Siates
Taxation of single persons migh
made more severe. The 11
of incomes for te taxa
tion, with the Commonwealth as col-
lecting agency, and the general stan-
dardising of asscsament, exemptlons
abatement, and scales between all the
States and the Commonwealth should
be explored, Land taxation as an
alternative method of suppleme
revenue should also be conside
Entertainments taxes might be ex-
tended to the lower admission charges,
The Commitiee thinks it desirable
:*IJ ‘liill.w: 1:t.!m!e final details open, and
mply o Indicate an additional
£2.000,000 of direct taxation, which &
believes to be about the limit of wha$
can be wisely obtained in this way.

IV—POSSIBLE MEANS OF
BRIDGING THE GAP

34, There s still 5 gap of £14,000,000
‘o bridge, and it Is now necessary
consider the burden of mremW]
problem must be faced Unless the
present drift in Australlan fipance is
flﬂpp-ﬂd the "end will be default. The
cars expressed in this regard by the
Under-Treasurers in thelr report to the
Loan Couneil in February have alread

been shown to
ot L be not wunfound

“"The evils" which would follow suc
default would immnmum"ﬂg
greater than any hardships which the
Faﬂun need be nsked to face in order
O restore Ausiralin to a sound pot]-
tion. Paniec conditions would be pro-
duced In finaneclal heres—involving
Banks and Envlnznﬁ%a.nh. Business
would be paralysed, Insclvencies

would be the order of the day. Un-

employment would be gen Re-
covery would be Indefinitely pro-
tracted.” ]

35. But while it remains true that
“the gravest danger to confidence lies
in the unbalanced conditlon of Gov=l
crmment budgets,” the revenue
fallen s0 mu ‘below =]
ture that “reduction In Government
expenditure,” tho it is more im-

rative than ever, is no longer, as they
I;F-::Inng it, “the key to the whole posl-

36, Economlies and increased taxes
such as those outlined above Involve
ns drastic cuts as can be borne by
income-clements that are exposed Lo
both cuts and taxes. Yet the gap
still to be bridged remains a wide one,
For lwo reasons further measures to
reduce it are necessary, The sacri-
flces asked from wnages, salaries, and
pensions are so great that they would
not be accepled if any other income-
clement escaped. Nor may the mennce
?]?1 cdurmm n::;f}t ugl:anse be imored while
[ 0 be met by borrow
mains s0 large. A R

37. The holders of fixed money-|
clalms have already borne taxation as
part of n lal Commonwealth tax on
property of 1/6 in the £ (T} per cent.)
and may have suffered reduction of
such Income as they derive from other|
sources, - But thelr Incomes from fixed
money-claims have not been reduced
t0 the same degree as other mmmc-h
clements. Outstanding amongst them,
from the polnt of view of the publie
Nnance, are the holders of Govern-|
ment securities, for whom the danger
inherent in unbalanced budgels car-
ries its gravest threat,

38. This threat affects most directly
the Internal boandholder. Measures)
that will obviate It must therefore In-
clude him, but they must leave un<y
touched the external.crediton... - Je
mﬂm has not the lﬂﬁn-

financial position w

every ﬁu.tl:ni“ﬂan cltizen must Ihl.l.{':a
Moreover, default or attempts to
the contracts

=2
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3

erease would glve £2.200000 additlonal |
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IIL.—-THE LIMIT OF POSSIBLE
ECONOMIES |
B P
S or - angd
mﬂg&lﬂ: égrllﬁl:l-al For the follow-
deficts would uuf'? R
ol interest and sinking
E’Eicit:.nén:gu%dmmtcm& on w“ﬂ
= 5 E m
chatsts O Vi
6. The financla
considered In thrué sﬁﬁlim e

(a) What further economies
o) e in G
creases In revenus can
be got from taxation 'or any
(c) If these mi to mee: the
bable deficit, what.further mea-
“ures Are necessary? e
7. What further e

econom) a
sible? A standard for mw
by the Federal Basic Wage, has

now fallen'20 per cent. below the level
of 1928 and ls, for the prm%:nkﬂy
to remain at about this levell (The

fall iz even greater com with
1920 It Is equitable, on thewhaole,
that all wages and salaries In the
Government service should have the
e reduction as the Fede-

ral Basic
ral age. Incidentally all
salaries and wages should LG
the same standard.

8, Consider now the ap ol
this standard to the expe in the

fTollowing departments, exclusive of an
capital gh-lmﬁ:— ' ] ’

ental—

Defence.

E?i l'.;gﬁ Expenditure d
an an
Public Health,

Police and Penal Establish-
qul..andl, Survey, Agricul

Mines, [ -
ture, Forestry.

Miscellaneous,
Public Utilitles—

Post-office.

Rallways.

Water ‘upﬂir and Sewernge.

Other Public Services,
The item “Mlscellancous™ includes for
the States practically all other expen-
diture (chie cost of administrution)
except Public Debt Charges, Roads,

9. TE. c:;c‘it:'dimrﬂ on theso activities
s

the coal of wag®™ and
e ftems  almost  ex-

16. The reductlons In rall
diture would be appreciably greater
than 20 per cent. There are some other
items of expenditure, such as roads, re-
patriation, and some “miscellancous”
Commonwealth expenditure to which
the 20 per cent. cut has not been ap-
plied, and these will contrlbute some
substantial saving by the uniform re-
duction of the wages and salarles In-
cluded In them. On the other hand,
there are some items included In the
cut” expenditure, such as loss on s0l-
dier settiement, to which the suggested
cut iz not applicable,
16a. A reduction of 20 per cent. over
a large fleld of expenditure has been
propoeed for all Governments, There
were large differences betwen Goyern-
ments in thelir scale of expenditure In
1029-30, so that a uniform cut would
not entall uniform sacrifice. The ex=
E-cndim South Aus a in 1020-
0_was_below the Aus n ::f.f.*em:i:_
yet that will show I'H'Iigl'ﬂlﬂ .
reduction of expenditure in 193 . al=
though wages and salaries have not yet
been cut mtha full 20 per cent. It
is certaln t some of the other States
can make an appreciably ater re-
duction than 20 per cent. with the same
eflort. These margins above 20 per
cent. the commliitee leaves In general
to cover possible erors in Its calcula-
tion of total economies at £8.000,000.
In the case of New South Wales, how-
ever. the margin is 'large enough for
special mentlon. The general costs of
Government in that State haye been
at least £1 per head higher than the
average of the other Stales, It Is
clear then that further reduclon of ex-
podiure of £2,000,000 to £3,000,000 is =
slble for New South Wales above that
provided by the uniform ocut, which
alone is tn;m into account when pos-
alble economlies are set down Al
£8.900,000.

17. Greater Treasury control of ex-

nditure on roads would be secured
¢ motor taxation were taken Into or-
dinary revenue- The revenue for 1930-
31 from motor taxation and the special
petrol tax will amount to about
£68.000.000 and is estimated at £5,200,000
for 1931-32. In the ordinary course
of events this would all be used for
the maintenance and construction of
roads and to meet Interest on past con-
struction. ‘The expenditure might now

Wiy cXpin-

and | be limited to maintenance and Inter-

With the reduction in wages and
salaries proposed, this would make pos=-
sible a maving In expenditure of at
least 25 per cent, or over £1.200,000
With this Included we may safely pus
the economies possible on the above

est.

Verage | basls at £13,000,000,

18. No redu has been suggested
expen 'm‘i ‘on unemploym
t_h.'.i;me States 1t mr‘tni:ﬂr m-e:-ﬂﬁ

b ‘the 3 in

unemployment
258 In Feb-
be inferred

e
un
L l this It ma

be le to devise and
postive constructive p

e loyment, th

ru?.hanuutntuu:gl“
is not the b

e el B e b B R |

require heavy

TN TR, — e o e A = R sl bRl w -
crease would give £2.200,000 nﬁﬁmmﬁl
revenue. Beyond that some increase,
but no very great one, Is sible for
all Stales through the “¢dernl In-
come tax. The amount and manner
of it may be deferred for the moment.

27. In an emergency of this kind
when income taxation (s reaching its
limit, recourse must be had to some
form of taxatlon which falls on every-
one's consumption without directly in-
creasing the cost of production to an
considerable extent. A tax of th
kind is found in most countries by a
duty, Cusioms and Exclse, on some
common and important food such as
SUEAr or tea. In Australin this 1is
not possible because the consequent
higher prices are passed on automati-
through wages, and rated
in the process, so that ulti-
mately on export in » Which in
present circumstances Is ~able to
stand Increased burdens,

may :

the basic foods mre exem These
taxes fall o tanmﬂﬁ:tentun

industry, and have also the advan
over ten and sugar duties that m

incidence is much lighter on lower in-
come, which (in other countries) bear
an tténdun proportion of a tax on sugar
or tea.

29, The administrative difficultics of a
Sales Tax are great, but we are com-
mitted to them for the present Sales

Tax, and they will not be ter for
a higher tax. There is a a Pri-
mage Duty operating and there Is no

technical difficulty in Increasing it.
The Sales Tax must be raised to 6
per cent, and the Primage ]}utﬁ to 10
r cent., with care that in both cases
asle foods are exempt and possibly
also the more Important goods which
are direet Instruments of production,
such as machinery, fertllisers, corn-
sacks, J.::flzi sthE Tﬁmﬁcds vi:;uld be:—
Increase es X (from <
per cent, gl?n 6 ;:l-riirI cr.-ntl £5,600,000
Increased Primage (from

2.400,000

per cent. to 10 per cent)
£8.000,000

30. The question of the valuatlon of
imports should be considered in con-
nection with Sales Tax and Primage.
It Is understood that proposals are
under conslderation for both wvalulng
iImports and collecting ad valorem
duties In Australlan currency. This
change from existing practices might
bring in a net increase of Customs re-
venue of £2,000,000 to £3,000000. Such
an inerease in taxation, if it is adopted,
ahould not be in addition to, but rather
in subatitution for part of t in=-

oon

money-claims thro E
law is that %;ﬁ Wl}
mignt on’ all sueh mmh pri-

alin, a tax of thllﬁq vate - e
‘In n Sale Tax or Pri=| =
mage Duty, provided that in either case | of

Budgets should make necessary a tem-
expedient, the terms
should include machinery for its aunlo-

specd
cont,

T e e o BT el bl - S LR
|rency.  With such loss of mnﬂdnngr'
both interest .and exXchange rates!
would rise, Th

would Increase cost -4
overseas  interest nblinn?!fmgwcinﬁ
therefore upset the whole plan. for
budget equilibrium. The Increase In
interest rates would be damaging to
conversion operations and again im-
pose an additional strain upon the
Budget. The net effect would be to
Increase the deficlt and to require an
inereasing amount of new credit and
currency to be ereated for balancing
the budgets in successive years, Under
these clrcumstances an inflation

Uey would soon get out of hand an
'E?!na about a collapse of tha currency.

40. The other th
tributions from ﬂ'gm&'f of

- .'ﬁf-w,.m'
(1) The im tion ; =
AS & perma-=

nent feature of the Budget would
foroe up the rate of Interest. This
would make future conversions -
gible only at a higher nominal rate.
which would, in large part, if not|
entirely, affect the producer of the

(2) The reductions of wapes and
calarles proposed above, and the
increased taxation of reduced in-
comes, would create problems of
private finance as cerious for the
budget of the Indlvidual as those
which are today baffling Govern-
ments. With higher rates of in-
terest the wage-earnmer who will
have lost from 20 to 30 per cent.
of his wages will be called upon to
pay higher Interest on a house
mortgage. The grazier. the value
of whose ¢lip has been halved, the
farmer, whose harvest Is selling at
unprecedented prices,. will be
debited with  higher Interest
charges., Such siresses must glve
rise to & continued clamor to the
Legizlature for rellef, surrender to
which would militate against every
cﬂt?{t made 10 balance public Bud-
ge '

41. If, however, the state

of  the
DOrary recourse to so undesirable an
of lis enactment

matic reduetion or removal. Ingomes
from ?mm'rw are already subjeet to n
al Commonwealth tax of ) per

If an additional tax of 15 per

cent. ‘were  super-imposed  for a
limited term. the rate of tax
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reduction of of
ﬁm ‘pmteuu tive ﬂut;u. - Buch
mensurea would be no m NeCOSSATY
and thelr removal pmmuén
e, oo reachion 10
e Punn and mtinh u}-nlun-

tlon of Imporis. On whole
8.000,000 should be obtalned from a
cf:mhlmtinn of Primage, Tax, and
n revaluation
by a reduct
Customs dutles, an
exemption of
ﬂlm%‘“ fﬂfhun exemptions rﬂqﬂﬁ'ﬂ CAre=
I1:.'&1":" ﬁ:ﬁ le&d ﬂﬁ:réﬁmu. ﬂhlc‘l;mﬂnnnt
b‘ﬁuld.'“mgld r.w.unﬁnm of new taxa-
tlon, which reduces the gp between
ue nnd expenditure 1031-32 to

El 000.000,
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sl 42. Other
| e

1s [ tion of an_equal or

dertaken

w Involve breach of tract. In
m-.’l timen breach of contract wou
conatitute an nugptuhlu objection,
fundamental as {5 the sanctity of con-
tracts, It must not be overlooked that
inslstence on thelr fulfllment to . the
letter might, In present clreumstances,
force the debtor Governments Into R
polley that would surely destroy theq
value of the bond, Generally, breach
of contract would ca lack of confl-
den and would #e! up a flizht of
eapital from the country subjecting In-
vestors to 1.  But when the alt¢rna-
tivea are inflation and dﬂ.u{utfyu;'rﬁt:;
severl'y, holders of fixed money-clalms
mav find it wieer to accént a variation
of thelr contracts which ls leas onerous
than taxation. and Insures them a

&
BOTLE TR

Ay

B, y

The Committee does not think
lhﬁ' much more can be wisely ob-
talned by ordinary mothods of taxa-

the greater loss of total defaul
. One possible method Is an
dlﬂn conversion of Government securi-
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loan

15 nd
it wou

costs.

Reductions nslons,
P, LR g g
Total E:unnmies. ex-
cluding interest . g 13.0
Sales tax . .a 5.0
Primage and customs .. .. 2.4
Total indirect taxation .. 8.0
Sundry increases in direct
' taxation, malnly income 2.0
4 Extra income tax, Victoria
1 and Western Australla 20
‘Total direct taxation .. . 4.0
Converslon of C'rm‘ernment
I lﬂm L am 5w 3.“
I. Tﬂm LR} " W L] L] ﬂ-u
| . The mnvcminn MHon would re-
Snathuied, & dees, temon
| S0 Q L
[ rﬂcnﬂu from the stimulus of lower

£

ﬂivl:lp

the
coun

ment backed

S_

d n

. insuran
'I’Il.l.-& dnhh wnuld n
reduction of t.ht:ut
conversion operation should be ac-

mort
Legisintl
EMNwtr tnuteum would be needeﬁn fg

mnrt.-rt thelr huldlnn into the new

mdm%g
tud nnd :u

ture by nbout £3,000,000. Of even preater
importance would be the Indirect cffects
on Industry brought about by a general
reduction of Interest rates. The re-
sulting fall In costs would stimulate
industry. . The t{-mpc-nn
income from properiy.

relipve the budgsts to a
for the time, would not

45. The measures discussed above
would reduce ‘he defleit by £28,000,000
in a full year's operation:—

Economies In -'.‘If.-;{'l
and Public utll tim* &rc., 838

and the unemployment |
. t%fuﬂh:: mm mies,
Reated Lﬁﬁeogh. rficlt of |
u,uaunun out of the nﬂzinu t.ntl.l of
1 £39,000,000. - In poaragraph 3 it has
been suggesied that revenue for 1831-
32 might fall short of the estimales
£2.000,000, In this event the

| ing defleit might be
‘maximum of £13,000,000,

1 47. At this
which the
‘expenditure for 1931-32
| structed must be re-examined. These
included the absence of an appreciable
1 improvement
| levels and of radieal changes
| nal muni_u
| rango of p
the future must by thelr effects on
taxable capacity dominate t.hu budageisa
‘| of 1031-32,

business, even in
marked rise In

lan here ou
may look with some confl n:nm
for a rise in the vield of itaxation and
in revenue from public utilities during

11932-33. E&Tu mdu::uun in mE
ment expenditure on en
‘'may also be L'lninnte.d. !Igm bud-
goiary poﬂtlun in 1932-33 and 1m~3&
‘may, theref e ted to Im
even in the absence of a mark

of uvnmu prices,

48, Somo in:nrnw:meul. in ov

'ggv-m"

at & low rate of In
tercat. Such o

be equivalent to o

ve method would be fasue
Iar & limited period free of
n at a co low
Mru'... The conversions could
be achleved b g’l great patriotie
large yolume

on the part of bond-
Bo that those not consenting
mmbe Lhu conversion loan
uﬂ derwritten by the

mpanies, &¢. As
be included in
rate of interest,

slmultaneo
Pl Syt us reductlon

and others

‘-'H'.mthnd be udopted. a
l:hn nnntumm

reduce Goverpment expm

taxation of
though it wlll
reater de
elp to.x

£ £
Milllons Millions
artments

d m

hr
incrensed to 1

int the hypotheses on
estimntes of revenue nand
WwWere  con-

in commodity price
in Inter-
polley. The present low

ces and uncertalnty as to

If, however, n

ts nt stabilit adonted,
ring an Imprweﬂ tone
the absence of n
rices oOversens.

ed is adop

Ian whlr:.'n

OVErscas
wnr. be anticipated in

St

in | the Federal Treasury,

diminish
ﬂl{lnnwmglﬂl-
Itmhumnnuntul purposc
mmtmﬂﬂm:m of
in these years. ‘The Commli‘tee is,
g:?ﬂ‘.ﬂ thﬂﬂtﬂnmn;
mt:mtnnmabund:mn“ 1!:?-'
are o
Irefis

volve ns drastic culs as
or desirable for the present. For
ma sct out in hs 47 nnd 48
1t considers this deficit to prove
wm in character. use of
its porary nature and of the

ritr of the measures %

n necessary to bring
£11,000,000, borrowing to b

ture is th
SEdiny  fus e
to

&

parity m ﬂ'l‘. on rl.lu%:
markets for Aust.rﬂinn

would be premature if nth:m ted sooner
in that {t would Intensify the crisls in
Australin by reducing e:'purt values
once more. .
51, If the Australian exchange re-
mains at its present level and overseas
prices do not fall further we may look
for some improvement In Australian
prices, and @ with ' them increased

Government revenues. With rising
OVOTSOus prices ney
would be st ned save in

50 far as It were offset by a retum
to the old parlly. Government budgets
would In the latter event be relleved
by the lowered cost of ex In
the improbable event that at the end
of three i.enrﬁ oversens prices have
not risen it will be necessary then to
consider the further mpa to be taken
%0 regain complete budgetary and ex-
change ' equilibrium. ¢ plan here
put lorward Is one of ap to such
uilibrium with caution mmer than
T.h recipltation.

o sum up, the main factors
dﬂmlnnting the position in Ausiralia
today are world depression and our
inability to continue to raise loans
oversens on the lavish scale which pre-
valled during the period 1919 to

o3. It must be nccepled IE fundn-
mental that Australla will be unable
to borrow to tide herself over the crisis
untll we have made honest and deter-
mined efforts to meet the interest on
our exlsting labilities.
nd?itﬂmn finances

our by such
aro :.nunhh from our internal
_ That this preaen
h Em

II :must” PoiThved i
thl?l.l' by strenuous
szwu our nnmm i lén the

an improvemen world con-
dlhlu}u will, in the near future, afTord
relie

V—~THE ADJUSTMENT BETWEERN
STATES AND COMMONWEALTH.

99, The Commitiee has confined its
attention to the first problem of meet-
Ing the defleits of Australlan Govern-
ments taken as o whole. The second
problem of getting equilibrium In the
several Governments, as well as for
thu whole, can be only briefly referred

ﬁﬂ. The plan for Increased rew:nuﬂ
recommends drastic increases in

Tax and Primage, which hennn tlyl
Income tax for various mmu l.s nlso
proposcd for Federal action. In con-
the | 3¢quence, the net result of the econo-

Eﬁm}: F:Tgmmum and mmthu{

' P-:m-d to improve the
Commonwealth tlon much more
than that of States, lnd some
adjustment will be n

7. New Bouth W muﬂ be left
out of account for t.hn present, both
because information from that State
m:u tpllﬂwdhlhmh“ﬂ . rﬂu':ﬁ

¢ e Ons 0

State to the rest of the Commonwealth
are anomalouy, For the other States,
the combined effect of the mMm
Eﬂw in Hepnrt is to give the

mmunm and V

L A Ll

torla a ll'ﬂ.l.'ll

mndﬁ towards mee th
ﬂidh For the other S8 tat%t,“ 1t ﬂ
tgultnhlﬂr that these deflecits should be

justed by special ts
Commonwealth, so thg?n the Common-
wealth and the States concerned should
be left with equal umpurtinnﬂ deficits.
It is contemplated that these remaln-.
ing deficits should be met by loan

pending general economic recovery. It
EE‘T paasihiu to make the ust-

between States sultable allo-
catlon of the bm'denh, of Interest on
the loan required,

{




