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Finance is government and government is finance.


William Pitt


To be the economic manager of the nation was an overwhelming privilege. It was in many ways a more significant role than that of prime minister, although some former treasurers who have moved on would clearly not agree with that assessment.


Bill Hayden


The way of the world is that prime ministers will always leave their dirty work to treasurers.


John Howard


I always had the belief that as Treasurer, I was working in a tradition and it was important, if not paramount, to preserve the legacies of those who preceded me.


Wayne Swan




To Rebecca, for everything.


And for Australia’s future treasurers,
in the hope that history helps.
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INTRODUCTION


Australia is the only nation to have a treasurer running the economy.


In 1819, John Thomas Bigge travelled to Australia to conduct an inquiry into how the colony of New South Wales (NSW) was being governed. His report, published three years later, was highly critical of governor Macquarie’s administration. In it, he stated: ‘With respect to the collection of the internal revenue of the colony … I should recommend that the duty of collection, receipt and account, should be entrusted to an officer, to be named the Colonial Treasurer.’ NSW and the other colonies duly appointed treasurers, and on Federation the title was adopted for the national economic manager. Hence, a uniquely Australian office was created.


Every national government, of course, has a Cabinet-level office holder who is responsible for the economy. Most are called ‘minister for finance’. The British economic manager revels in the title of the chancellor of the exchequer, the United States has a secretary of the treasury, and some countries like Argentina have a minister for the economy. But while almost every soccer club, chamber of commerce and stamp collecting society in the world has a treasurer, Australia is unique in having one in charge of the country’s finances.1


When the Australian treasurer meets with their international counterparts, they undoubtedly contemplate the similarities and differences between the offices they hold. The Australian treasurer will always be one of the most senior members of the Cabinet.2 They will sometimes combine the post with being deputy prime minister but regardless will almost always be within the top three most senior ministers. Since 1977, an Australian treasurer has shared responsibility for government spending with the minister for finance but in many ways has much more responsibility than their international counterparts. An Australian treasurer has responsibility for foreign investment (through the Foreign Investment Review Board), the Reserve Bank of Australia (although the central bank is independent, the treasurer is responsible for the key appointment of its governor), competition (through a competition commission), prudential regulation (through a prudential regulation authority), the production of currency (through the mint) and financial regulation (through the Australian Securities and Investments Commission, or ASIC). Few ministers around the world have this much responsibility for the management of various parts of the economy.


So who are these money men? (All treasurers to this point have been men.)


While there have been bookshelves of volumes written about Australian prime ministers, no book has ever been written about Australian treasurers, an office widely seen as the second most-important post in the country. This is a gap that this book has been written to fill.3 It seeks neither to provide hagiographies of previous treasurers nor to condemn them. I started each chapter from a perspective of sympathy for the men who worked hard to create a better economy for their country, and the varying success they had.


I was the treasurer briefly and aspire to be again, which has allowed me to write about the office with an insider’s perspective. In fact, I’ve learnt things writing this book that will make me a better treasurer should I receive the honour of serving in the post again. As the British prime minister and writer Benjamin Disraeli said: ‘The best way to become acquainted with a subject is to write a book about it.’


The twelve treasurers written about in this book were chosen as the most notable of Australia’s thirty-eight treasurers4—not necessarily the best, not the worst, but twelve of the most interesting. This is not intended as a slight to those treasurers who do not appear here. Several others (Richard Casey, Harold Holt and John Dawkins, for example) could have been included. But a line had to be drawn somewhere. Each of the treasurers in these pages was chosen because his tenure had something unique to commend it—for example, being treasurer at a particularly challenging time for the economy, or at a time of great turmoil, or great reform as a parable of success or an example of failure.


I chose to write about George Turner because he was our first treasurer and we need to better understand the pioneer to understand the office. William Watt is a spectacular example of what can happen when a prime minister and a treasurer lose faith in each other. Earle Page, on the other hand, provides a case study in just how effective a good working relationship between a government’s two most senior members can be. Ted Theodore was an intellectually curious, self-taught treasurer who had an insight into how to deal with the greatest economic test any treasurer has had to deal with, but who was thwarted and frustrated. Ben Chifley was treasurer during what was arguably our greatest-ever crisis, World War II, and provides a best-practice case study through his relations with his prime minister. Arthur Fadden was a pioneer among modern treasurers as he implemented Keynesian fiscal management. Jim Cairns provides a fascinating profile: he was our most academically qualified treasurer but clearly one of our most disastrous. Bill Hayden attempted to right the fiscal ship of the Whitlam government and did a very good job, but he was appointed too late. John Howard was a young and inexperienced treasurer who grew in the job but failed in his attempts at economic support as his relationship with his prime minister deteriorated. Paul Keating asked Australians to embrace more economic change than any of his predecessors or successors, and an unprecedented period of uninterrupted economic growth was the result. Peter Costello was a competent and solid treasurer who implemented one big reform, the Goods and Services Tax (GST), and who changed the way Australians think about budget surpluses. Wayne Swan faced the biggest economic test since his Queenslander predecessor Theodore, and he employed the Keynesian tactics that Theodore had wanted to implement to ensure that the uninterrupted growth continued.


Modern-day treasurers and their predecessors have dealt with diverse issues, but there are obvious recurring themes. Earle Page picked a massive fight with the powerful owners of Australian cinemas when he brought in a film tax, sparking a significant advertising campaign against him. The lessons of Page’s tenure might have been instructive for Swan as he introduced the Resource Super Profits Tax and took on the mining companies.


So history teaches us much about treasurers. What are the key lessons that I have learnt by writing this book?


A prime minister and a treasurer are partners.


This is a theme that comes up again and again in the chapters that follow. Successful treasurers work in partnership with a supportive prime minister. A prime minister and treasurer do not need to be friends. They may even have once been rivals. But they must work together. A successful partnership will involve a prime minister and treasurer jointly developing and agreeing on an economic plan. A treasurer needs the support of the prime minister to implement reforms. A good treasurer pushes the envelope and argues for a robust approach to vital reforms; to be successful, they do not need to win every argument, but they do need to win most.


Many prime ministers and treasurers have fallen out at the end of their terms and have squabbled about who should be given the most credit for their successes and who should be blamed for their mistakes. But that is not to say that they were not successful partners in office. There are case studies in good and bad practice within this book.


Knowledge counts, not qualifications.


Some of our best treasurers have had a well-developed, acute but entirely self-taught understanding of economics. Keating was unusual among modern treasurers in not having a university degree, but he sought out older, more experienced men of business and taught himself so well that he had a remarkable grasp of market economics. A lack of tertiary education was much more common in earlier times. Theodore left school at twelve but was still one of the most widely read men in parliament. Like Keating, he also sought out experts to help him understand the economy. As a result, he understood what policy needed to look like during the Depression much better than some of the so-called experts who argued for a cut in government spending during a time of acute economic downturn. Hayden had an economics degree, but it was one that he earned by working alone in the parliamentary library late at night at the expense of socialising with his colleagues. He was essentially self-taught as well.


A few economics graduates have also become treasurer. William McMahon and Les Bury (not included in this book) were two, followed by Hayden. I am the most recent. Cairns held a Doctorate in economic history. He was a man of undoubted intelligence but questionable judgement. His story is a case study in how an academic career that might be considered useful preparation for becoming treasurer can in fact be a precursor to a less-than-successful stint in the job.


A treasurer and the Treasury: another key relationship.


Every treasurer will work closely with the Treasury, but some will work more successfully than others. A good treasurer will neither be a captive of the Treasury nor ignore it.


Running through this book is the theme of the development of the Treasury as an institution under the tutelage of successive treasurers. The Treasury established by George Turner was a body of accountants, set up to keep accurate accounts for the government. Theodore searched for advice from economists about how to deal with the Depression but found no such people in the Treasury; he had to look elsewhere. A series of treasurers then oversaw the professionalisation of the Treasury—Percy Spender (not covered in this book), Chifley and Fadden can all claim credit for this. By the end of Fadden’s tenure in the late 1950s, the Treasury was a highly professional organisation on which treasurers could rely for good economic advice.


A good treasurer will test their department. They will hold its advice up to the light and convince themselves of the merit of the Treasury’s ideas. Once convinced, a good treasurer takes the Treasury’s proposals and argues for them, as well as developing their own proposals and seeking the Treasury’s advice on them before settling on a way forward. There will be mutual respect. However, distrust can breed between a treasurer and the Treasury, as it did with Cairns and, to a lesser degree, Howard towards the end of his tenure. This makes it very hard for a treasurer to do well. In extremis, the Treasury officials will begin leaking against their treasurer, as they did with Cairns, making it very hard to function effectively.


What does all this mean for a modern treasurer? A treasurer needs a good relationship with their prime minister, but they also need to push the envelope when it comes to reform. A treasurer must argue internally for politically difficult but necessary economic reforms. Prime ministers will naturally be nervous about these reforms, but a good prime minister – treasurer relationship will see a balance reached. Importantly, a prime minister will feel more comfortable giving a treasurer the authority to embark on economic reforms if they are confident in the treasurer’s ability to sell those reforms. As John Howard said to me in 2014: ‘A treasurer must be in the media every day. Every day. Making the case for change, being one of the government’s most effective communicators.’


The job of the treasurer is to be a competent manager of the economic cycle, ensuring growth that is as smooth as possible and avoiding recession. It is also to be an advocate for reform, within the government and in public. It falls to the treasurer to explain the need for economic reform. If a treasurer can effectively explain why difficult decisions are in the long-term interests of the country, a government will be much more likely to be successful.


I write as a partisan participant in the political debate. But I have attempted to write an objective and fair account. While I’m very proud of Labor’s political legacy, it would of course be churlish to pretend that every Labor treasurer has been brilliant and every conservative a disaster. We can learn from the mistakes of our predecessors and build on their achievements. Indeed, the starting point of The Money Men was sympathy with the men profiled in the book. They all worked hard. They all wanted the best for their country. They all dealt with economic challenges to some degree. As Ian McLean writes in his recent, important book Why Australia Prospered, about Australia’s economic track record over the last century or so: ‘Few economies have been as successful over so long a period.’5 Australia’s treasurers can claim to have made a pretty good contribution to the nation’s remarkable economic success.


So who are our best treasurers? For the scale and scope of his reform program and his ability to explain the need for the reforms he was proposing, Paul Keating is top of the list. Australia’s twenty-four years of uninterrupted economic growth has many parents, but Keating is entitled to be regarded as the most important of all.


Honourable mentions go to Earle Page, Ted Theodore, Arthur Fadden, Bill Hayden, Peter Costello and Wayne Swan. Page was an anchor of stability in a long-term government and engineered lasting reforms in Commonwealth–state financial relations. Theodore used initiative and imagination as he dealt with the Depression. If he had been allowed by the parliament, his party and the central bank to implement his policies, the Depression’s impact would have been ameliorated. Fadden was competent and prepared to innovate as he pioneered the road to Keynesian intervention. Bill Hayden should have been treasurer much earlier in the Whitlam government—he was easily its best treasurer, and also the best of the 1970s. He got increasing spending under control and engineered major tax reform in just six months in the country’s top economic job. Costello, our longest-serving treasurer, showed considerable command of detail and an ability to persuade and argue as he implemented the GST reform. Finally, Wayne Swan implemented effective stimulus and urgent financial regulation changes which assisted Australia in being one of very few nations to avoid recession.


Within these pages are the stories of twelve interesting men who did their best to improve the lives of Australians. The work of the money men goes on, hopefully to be matched in the future by the work of the money women. Our continued prosperity as a nation depends on the treasurers of the future, as it does on the legacies of treasurers past.




1
SIR GEORGE TURNER


A Treasurer Pioneering
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Born: August 1851, Melbourne
Died: August 1916, Melbourne
Treasurer: 1 January 1901 – 26 April 1904
17 August 1904 – 4 July 1905


 


EVERY SO OFTEN, an opinion poll shows that comparatively few Australians can name Sir Edmund Barton as Australia’s first prime minister. It is undoubtedly the case that even fewer people could name Sir George Turner as Australia’s first treasurer. It is not so much that history has treated Turner badly; more that it has forgotten him. This is unfair. While Turner might not have had a sparkling personality, he was an influential figure in the formation of the Australian nation. His quiet determination and pragmatic approach to controversial questions were integral to the process of federation. He also played a key role in ensuring that Barton became the country’s first prime minister instead of the less inspiring Sir William Lyne. And as treasurer, he kept a steady, reliable hand on the nation’s finances. Turner made sound financial management a hallmark of his work, and he set important precedents in the Treasury portfolio.


If Turner’s contemporaries commented on him in their writings, they did so mainly to pass judgement on his dour personality and serious nature. Alfred Deakin, a political ally but not a close friend, said of Turner that ‘his colourless policy fitted a colourless personality’.1 Before Turner became premier of Victoria, a journalist described him to his editor as ‘a quiet little man in a brown suit’.2 In a rather extreme judgement call, the historian Ross McMullin says of Turner that ‘no Victorian premier has had less charisma’.3 Fellow historian Manning Clark describes him as


one of the model bourgeois, one of those upright, straightforward men who never allowed any passion to ruffle his domestic happiness or any private whim to interfere with his regular habits … he suffered from inadequate consciousness, but sound bourgeois that he was, that deficiency in his make-up did not trouble him.4


However, Turner understood the intricacies of government finance and was a prodigious worker. This was appreciated by the first Treasury secretary, George Allen, who in 1909 said that Turner ‘stands first and highest in the calendar of his masters. There has never been a Treasurer like Sir George.’5 His successor in the role, Sir Joseph Cook, described Turner as ‘one of the most useful public men Australia has ever known’.6 Even Deakin acknowledged that ‘his faculty of work was enormous, his love of detail great’.7 Manning Clark also credits Turner’s abilities, writing that ‘balancing the books was his great passion in life. By his great industry, his zeal and his deep conviction, he helped to raise that criterion into the standard by which politicians came to be judged in Australia.’8


To understand the office of Australian treasurer, it is important to understand its first incumbent, and the stamp he put on the role.


Beginnings


The year 1851 was a big one for the colony of Victoria. The great gold rush that saw a massive increase in Victoria’s (and Australia’s) wealth began in May, just before the colony achieved formal independence from NSW. It was also in 1851 that the man destined to be the first Australian-born premier of Victoria, and the first federal treasurer, was born in Melbourne.


George Turner came from a modest family of English immigrants. His father Alfred worked as a cabinet-maker, while his mother Ruth engaged in home duties. Turner was initially educated at Melbourne’s National Model School, the precursor to Melbourne High School, but he left when he was fourteen. Like many of his successors in the role of treasurer, his early years were marked by intense attention to self-improvement and part-time education. Turner became employed as a clerk for solicitor John Edwards, who was also a member of the Legislative Assembly. In 1874, at the age of twenty-three, Turner matriculated and became an articled clerk for another solicitor, Samuel Lyons. It is not clear how much the political activities of these two employers piqued his own interest in politics, but we do know that Lyons was a founder of the Australian Natives Association (ANA), an influential lobby group for Australian-born men that promoted liberalism, nationalism and federation, as well as sponsoring education and self-improvement for its members. Turner joined the Freemasons in 1882, becoming a senior grand warden in 1896, and was also involved in several friendly societies. Turner was admitted as a solicitor in 1881 and became Lyons’ partner in practice.


By this time, Turner had been married for nearly a decade to Rosa Morgan, whom he’d wed two days after his twenty-first birthday in 1872. Morgan was then a young English migrant who, by all reports, had seen potential and talent in this shy and retiring man. Deakin would later note that Turner was ‘fortunate in finding a partner who assisted him at every step and constantly pushed him forward’.9


Turner was elected to St Kilda Council in 1885 and became mayor in 1887. He maintained his seat on the council after he was elected to the Legislative Assembly, and even after he became the colony’s premier. It was said of him that he was ‘never more at home, never more himself, “plain George”, than after a council meeting in the mayoral supper room’.10


Turner’s election as the liberal Protectionist member for St Kilda took place in 1889. That poll saw twelve members of the ANA enter the Victorian Parliament, forming a powerful bloc that continued for many years. Turner and his colleagues supported the conservative–liberal coalition government of Duncan Gillies. However, the Gillies government fell after twelve months, largely due to its poor handling of a crippling maritime strike, and James Munro became premier—again with the support of Turner and his ANA colleagues. Turner impressed senior members of the government with his attention to detail and was appointed commissioner for trade and customs in 1891.


Turner added the solicitor-general’s job to his portfolio in 1892, the same year Munro was forced from office because he’d been a founder of, and shareholder in, one of the banks that engaged in the property speculation that led to the banking crash and subsequent economic crisis in Victoria in the early 1890s. He was replaced by William Shiels, who kept Turner in the Cabinet. In 1893, Shiels lost a vote on the floor of the assembly over the handling of the depression that was engulfing Victoria, and Turner soon found himself appointed leader of the opposition, up against the newly minted government of James Patterson. This was not a position he’d sought; rather, he’d largely been elected by a process of elimination.


The Patterson government proved no more adept at managing the economic crisis than had its predecessor, so Turner moved a motion of no confidence on the floor of the assembly, in the taciturn fashion for which he would become known:


On this occasion according to my usual practice, I do not propose to detain the House at any great length. It is well known that I do not claim to have a flow of language such as some members of the House possess, and I have always put matters as concisely and briefly as I can.11


Despite the less-than-inspiring nature of Turner’s call to arms, his motion was successful in precipitating an election.


Unusually for this period in Victorian politics, the cleavage between the premier and the leader of the opposition was clear: Patterson was a conservative and Turner was a liberal.12 Turner campaigned on a policy of direct taxation to repair the colony’s finances after the ravages of depression. He implied this would take the form of a ‘surplus wealth tax’ but was vague on details. Still, the trade union movement was attracted to Turner’s liberal policy agenda and campaigned for his election, as did the influential Age newspaper. Turner also promised public servants that savings in that area would be made by natural attrition rather than wholesale sackings, which led to strong public-sector support for his election.13


The election result was conclusive. The forces supporting Turner commanded sixty-five seats, including fourteen for the emerging Labor Party; the forces of the former government won just thirty seats. Aged forty-three, Turner was sworn in as the premier of Victoria.


Restoring Order


By the time Turner became premier, successive governments had contributed to the colony’s increasingly desperate economic situation. In addition, a worldwide recession was causing the prices of key commodities such as wool, wheat and silver to fall, pummelling Victoria’s terms of trade. Despite his big election win, Turner’s taciturn personality was hardly the type to inspire widespread confidence that he could do what his predecessors had failed to do. But Turner nonetheless set out to restore the colony’s damaged finances in a way that did not cause undue hardship in the community, and in this he largely succeeded.


Turner led what would prove to be a talented Cabinet. It contained one future prime minister of Australia (Deakin), one future federal attorney-general and governor-general (Isaac Isaacs) and one future three-time premier (Sir Alexander Peacock). For the first time, the majority of the Cabinet was Australian-born, giving it a distinctly modernising, liberal and nationalist outlook.


Turner allocated himself the Treasury portfolio. The historian John Rickard records that ‘throughout his Premiership, Turner was in his element introducing the budget, taking certain relish in showing his mastery of its detail. He tried to simplify its presentation, and submitted to the House “various printed statements” which seem to have been an innovation.’14 In presenting the 1896 Budget, Turner told the House, ‘I desire to make a plain business statement’,15 and on another occasion he told The Age, ‘I have always dealt with Government accounts in the same simple form in which I deal with my own private office accounts.’16


The new premier and treasurer soon set about implementing his policy of direct taxation to put the colony’s finances on a firmer footing without resorting to massive cutbacks in public service numbers or public works. Turner decided that the surplus wealth tax he had vaguely floated during the election campaign was not feasible—a land tax would never pass the landed gentry–dominated Legislative Council—so he settled on a direct personal income tax. This was an almost inevitable fiscal trend: the colonies were turning to personal income tax to assist in managing their finances. Tasmania had been the first colony to levy a personal income tax, which it did in 1880 amid a financial crisis. South Australia followed in 1884, and by 1907, each state had a personal income tax in place.


Turner levied a flat-rate tax that applied to people with an income of over £200 a year, which meant that only 31 000 people paid the tax across the entire colony. By 1897, he was able to report to the House in his budget speech that the colony was budgeting for a small surplus, a considerable turnaround in its finances.


This prudent financial management was a considerable selling point in the election that followed shortly afterwards. The emerging Labor Party continued to support Turner’s Protectionist government, which had introduced progressive workplace relations laws in the form of the Factories and Shops Amendment Act 1896. Such legislation was firmly in line with the liberal tradition that Turner endorsed, although such matters were still regarded as being subject to conscience, and members were not bound by party policy. The legislation proposed by Turner’s government was designed to protect women and children from exploitative practices, on the basis that men were robust-enough negotiators to look after themselves. An amendment moved by the Labor Party recognising that men were also worthy of some protection from sweatshop practices was carried, and Victoria had its most progressive labour legislation to that point enacted during Turner’s tenure.


The writer John Rickard is right to say that ‘Turner’s greatest claim as premier was that he had restored order to Victoria’s finances.’17 His income tax did not raise enough to prevent spending on infrastructure from being substantially reduced, such that public works spending in Victoria between 1895 and 1897 was one-sixth that of NSW.18 Nevertheless, the people of Victoria appreciated his steady hand, combined with his moderately reformist liberal instincts, and rewarded him with a second term in office at the 1897 election. Having got the colony’s finances on an even keel, he was able to turn his attention to the compelling question that was being asked across the continent: should Australia be one nation, and if so, how should it be constituted?


A Father of Federation


The rise in nationalism that accompanied an increasing majority of Australians being ‘native-born’ saw the campaign for federation grow in intensity in the 1880s, spurred on by improvements in transport and communications between the colonies, which fostered a more ‘national’ outlook. The output of the patriotic poets Henry Lawson and Banjo Paterson also fostered a spirit of nationalism, which in turn fed into the federation movement.


A conference in 1890 in Melbourne consisting of representatives of each of the colonies—including premiers, leaders of the opposition and Cabinet members—resolved in favour of federation, and a convention to settle a proposed constitution was scheduled for 1891. This resulted in a draft constitution (which would form the basis of the document eventually adopted). However, the movement stalled when the NSW Parliament failed to ratify the draft constitution, and other colonial parliaments declined to consider it given the NSW decision. Colony governments were also busy dealing with the bursting of the speculative bubble of the 1890s.


The campaign for federation was reignited in 1897, when the premiers agreed to hold another constitutional convention, this time with delegates elected by popular vote. Turner ran in the Victorian poll and topped it. The convention met several times throughout the year, with a final meeting in Melbourne in March 1898. Turner played a significant role in the proceedings, moving a motion that the senior NSW politician and prominent pro-federation campaigner Edmund Barton be the leader of the convention. Turner also used the occasion to give his first major address, which was typically strong on detail and light on rhetoric. Deakin, who was never too quick to praise Turner, was not impressed: ‘He looked and spoke like a busy little shop-keeper, being pushed forward by unwise colleagues to seize the earliest occasion of speech, [and] delivered an elaborate catalogue of radical proposals just as he would have read a list of goods and chattels at a sale.’19 Despite Deakin’s dismissive view, records of the convention indicate that Turner’s speech was welcomed by ‘loud and continuous cheers’, and many subsequent speakers congratulated him on his practical approach.


The convention had several controversial issues to deal with, which primarily went to the relative power balance between the larger colonies (and putative states) and the smaller jurisdictions. On these matters, there was a clear dividing line between NSW and Victoria on the one hand and the remaining colonies on the other. The small colonies wanted to ensure that NSW and Victoria did not have the ability to ride roughshod over the wishes of the minnow jurisdictions. The populations of NSW and Victoria, meanwhile, were strong in their views that the smaller jurisdictions should not have a right of veto over the wishes of the majority of the country’s population.


This was a robust debate, both among the delegates to the convention and the broader population. As an example of the views being put, the radical and influential magazine Tocsin argued that equal representation of the colonies in the proposed Upper House was too big a price to pay for federation, as it would give too much power to the smaller, inherently conservative jurisdictions. Tocsin also warned that Turner would sell Victorians out on this matter. Indeed, Turner, early in the convention, conceded that equal representation of the states in the federal Senate, regardless of population, was an acceptable model. This disappointed some in his own delegation, such as the prominent jurist Henry Bourne Higgins, and the man who was effectively his deputy in the Cabinet, Sir Isaac Isaacs. Higgins in particular felt passionately that this concession amounted to a selling out of the populations of NSW and Victoria.


Turner’s concession to the smaller colonies did not come without him exacting a price, however. When NSW premier George Reid moved a resolution that the Senate not have the power to amend ‘money Bills’ (all Bills involving the levying of taxation or expenditure of funds), therefore neutering much of the proposed Senate’s power, he found a willing seconder in the Victorian premier. In doing so, Turner declared that Victoria would never accept a constitution in which a Senate with equal representation of the states would have the power to amend money Bills.


Now it was the turn of the smaller colonies to be outraged. Sir John Forrest, the premier of Western Australia, declared, ‘All I can say in response to Mr Reid and Sir George Turner is that if those are the only terms upon which they want Federation, they must federate among themselves.’20


The situation was serious, with the impasse over the powers of the Senate threatening the viability of the entire federation project. Barton used his considerable political skills to ensure the federation movement did not collapse at this point. Claiming to have bronchitis, he adjourned the convention to the next day, which avoided an immediate divisive and potentially fatal vote. There was no doubt Barton was genuinely ill, but if it had suited his purposes to put the vote to the convention on the spot, he would have done so. He needed a delay, and he used his health to good political advantage.


As Barton recorded, the next day he


appealed to honourable members not to allow any vote to be taken at this stage which will have the effect of prejudicially and disastrously influencing the union which—if there was any truth in our utterances as candidates the other day—must have been the desire of all of us.21


Barton’s emollient words did not end the disagreement between the big and the small colonies, but they did ensure the disagreement did not derail the entire federation effort.


The Reid–Turner resolution was subsequently put to the convention and passed by two votes, with every NSW and Victorian delegate voting for it, together with two Tasmanian delegates who bolted from their delegation to support the big colonies. By the end of the convention, Turner’s role had been such that even Deakin conceded that Turner had ‘earned his place in the first rank of men of influence’.22


The convention agreed to the draft constitution that Reid and Turner had fought so hard to deliver, and a referendum was held in June 1898. Both Turner as the sitting premier and Deakin as the pre-eminent federation advocate could take credit for the overwhelming 100 520 ‘Yes’ votes in Victoria, compared with just 22 099 ‘No’ votes. South Australia and Tasmania also voted comfortably for a federation. In NSW, however, the vote was much closer, with 71 595 ‘Yes’ votes compared with 66 288 people voting ‘No’. The largest colony’s Federation Enabling Act 1895 required at least 80 000 ‘Yes’ votes for it to become part of a federation. And so Reid immediately sent a plaintive plea to his fellow premiers for a renegotiation of key constitutional terms to win over another 8000 voters in a subsequent referendum.


Given how finely balanced was the result of the constitutional convention, it was hardly surprising that the other premiers, including Turner, were not enthusiastic about reopening a conversation on such fraught issues. Eventually, however, the premiers met in Melbourne to hammer out a compromise that would make the result more palatable to the voters of NSW. Behind closed doors, they thrashed out the issues over five days. Reid demanded that the new federal capital be in NSW. Turner agreed to this provided the capital was a reasonable distance from Sydney and that Melbourne was designated the interim capital. In other compromises, the requirement that a joint sitting following a double-dissolution election needed a three-fifths majority was replaced with the need for a simple majority, and it was made harder to adjust the boundaries of any state.


Satisfied, Reid resubmitted the question of federation to the people of NSW, with much more satisfactory results. This time, the vote was 107 420 to 82 741 in favour of federation. The people of Victoria were even more overwhelmingly supportive of the proposed constitution, with 152 563 in favour compared with just 9805 against. The people of Queensland were asked for their views for the first time, and they approved of federation by 38 488 votes to 30 996. When the people of Western Australia also approved, by 44 800 votes to 19 691, the federal project was nearing its completion. Turner had played a key role in this, and he deserves to have his name remembered as one of the fathers of federation.


The Kingmaker


Australia’s federal parliamentary democracy got off to a rocky start due to a particularly poor judgement call by Australia’s first governor-general. John Adrian Louis Hope, the seventh earl of Hopetoun, should have known better. Although an English aristocrat, he was no stranger to Australian politics, having been appointed governor of Victoria in 1889, at the age of twenty-nine. He had been an active, popular governor, showing considerable compassion and generosity towards those affected by the bank crashes and depression of the 1890s. Hopetoun was also a politician—in-between his tenures in Australia he had held a relatively minor office in the Salisbury administration in the United Kingdom.


The new governor-general’s first and most important task was to appoint Australia’s first prime minister, in advance of the federal election that would follow. The new prime minister would, in turn, appoint a Cabinet to oversee preparations for the election and to make other early decisions on behalf of the Commonwealth. Although the prime minister might well be replaced by someone who commanded a majority in the House of Representatives after the election, the widely (and correctly) held view was that the incumbent would have a significant advantage and would more than likely be able to continue in office indefinitely.


Hopetoun did not have long to make his decision. He arrived in Sydney on 15 December 1900, and the prime minister and Cabinet were to be sworn in on 1 January 1901, in Sydney’s Centennial Park. Hopetoun wasn’t at his best either. He had come down with a serious stomach ailment during the long sea voyage to take up office, and he was still sick and weak when he arrived in Sydney.


His decision need not have been a hard one. It was widely anticipated that the governor-general would commission the man who had led the constitutional conventions and broader federation movement—the popular NSW politician Edmund Barton. But Barton did not turn out to be Hopetoun’s choice. Instead, after consulting with the chief justice of NSW, Sir Frederick Darley, and the man recently deposed as premier, George Reid, Hopetoun decided to recognise NSW’s primacy as the largest and oldest colony by inviting its current premier, Sir William Lyne, to be the new nation’s first prime minister. Hopetoun’s appointment may have succeeded if a more respected and popular politician than Lyne had been chosen, but as someone who had actively lobbied against federation, Lyne was unlikely to receive support from those who had worked so hard to bring it about. Deakin, for example, was excoriating in his view of Lyne, whom he described as ‘weak and obstinate, stubborn and plastic, cunning but slow … this drab, doleful, monotonous premier’.23


Deakin and Turner would become the two key figures in thwarting the viceroy’s choice of prime minister. The view of the premier of the second-largest colony would be vital in determining whether the premier of the largest would be successful in his quest to become Australia’s first prime minister.


Deakin was in Melbourne anticipating a telegram from Barton with the good news that he had been commissioned as prime minister when a disappointing message reached him. Barton was economical with his words: ‘It is Lyne. I have declined to join him.’24


Barton’s understandable refusal to join the Cabinet meant that it was imperative than Lyne entice enough men of suitable gravitas to join instead. Deakin quickly worked out that Turner would be the key player in this. If Turner agreed to join Lyne’s Cabinet, others would follow suit and Lyne would become a viable prime minister. If Turner refused, however, it would be difficult for Lyne to be regarded as a serious prospect. So Deakin travelled to Turner’s office in the Victorian Parliament and told him that Barton had been passed over. He got the response from Turner he was hoping for, noting that the premier ‘had agreed not to join’.25


Deakin replied to Barton on 19 December:


My dear Barton,
Your telegram upsets our house of cards. Who would have believed that Hopetoun would make such a blunder? To choose the anti-federalist of New South Wales and the least effective member of the convention in place of yourself … Turner and myself will act together if overtures are made.


Turner and the premier of South Australia, Sir Frederick Holder, subsequently travelled to Sydney to see Lyne in an attempt to dissuade him from accepting Hopetoun’s commission. It was hard going, and Turner cabled Deakin after his first meeting with Lyne to report the lack of progress: ‘So far absolutely unsuccessful.’ But on 23 December there appeared to be a breakthrough. Turner sent Deakin a telegram which simply read: ‘Meet my office morning, highly satisfactory.’26


When they met, Turner gave Deakin an encouraging report, but he then went on to issue a remarkable public statement on behalf of both Holder and himself. Any chance Lyne had of forming an administration was made non-existent by this polite but unmistakeably strong and clear press release:


We went to Sydney at the request of Sir William Lyne to give him our advice as to what should be done at the present juncture concerning the formation of the first Federal Ministry … All I say definitely is that neither Mr Holder or I will join in a Ministry with Sir William Lyne at its head, and I have reason to believe that Mr Deakin will also hold aloof.27


Turner’s view was now public, and Lyne’s position was impossible.


It seems likely that Turner had told Lyne that he would serve in the Cabinet only if Deakin would, knowing all along that Deakin would never serve, thus wrecking Lyne’s chance of taking the prime ministership while maintaining some rapport and friendliness with him. Lyne was right in pointing to his failure with the Victorians as being the main reason he did not become Australia’s first prime minister.


It is unclear from the records as to whether Hopetoun and Turner communicated directly with each other while the latter was in Sydney, but it is safe to conclude that while Turner could have facilitated Lyne’s commissioning as prime minister, he chose not to do so. Instead, Turner advised Lyne to return his commission and suggest to the governor-general to send for Barton. This is exactly what Lyne did, and Hopetoun, who was not about to make the same mistake twice, asked the popular Barton to take his rightful place as prime minister.


Throughout this ordeal—arguably Australia’s first constitutional crisis—Turner showed good judgement. It would have been an inauspicious start to the Commonwealth to have a divisive anti-federalist as the first prime minister. This may have been Turner’s most profound influence on Australian history, even though his term as Australia’s first treasurer was yet to begin.


First Treasurer of Australia


Barton received a fine Christmas present on 25 December 1900, when the governor-general belatedly invited him to assume the prime ministership. The swearing-in was scheduled to occur on New Year’s Day, so there was little time for reflection in constructing the first federal Cabinet. Barton was determined to pay due deference to the new states by inviting each premier to serve in the Cabinet. An added advantage was that he liked and trusted most of the premiers. Premier Forrest of Western Australia accepted immediately, without reservation, as did the passed-over Lyne and Tasmanian premier Elliott Lewis. Frederick Holder was not contactable, so Barton offered the South Australian place in Cabinet to the former premier and statesman Charles Kingston. Queensland premier Robert Philp declined to join, allowing another Queenslander, Sir Samuel Griffith, to accept.


Turner also accepted. He was guaranteed a place in the Cabinet due to his credentials as premier of Victoria, but it was likely that Barton would have been keen for him to serve in any event, given the steadfast loyalty he had shown the man who was now prime minister. Having appointed each premier who wished to be in Australia’s first federal Cabinet, Barton proceeded to invite his good friend and fellow warrior for federation, Alfred Deakin, and the respected NSW politician Richard O’Connor to also join.


Treasury was the natural portfolio for Turner, given his love of accounting, his active role in financial matters and his reputation as a successful treasurer of Victoria. There was conjecture as to whether Turner would take the Treasury portfolio alone or add customs and excise to it, but Barton decided to appoint a separate minister for customs.


Within a month of being appointed, Turner had invited senior officials from each of the state treasuries to Melbourne to advise him on how the federal Treasury would best be constructed. This was, in effect, the first meeting of the Commonwealth Heads of Treasury (HOTs), which still meet to this day (although no longer with the federal treasurer). Turner told the officials in his opening address:


I wish to thank you, Gentlemen, for your courtesy in coming, at inconvenience, to this state, for the benefit of giving me the benefit of your advice and assistance. I have accepted the difficult position of Treasurer of the Commonwealth and while many of my colleagues have taken over departments in working order, I am taking over a new department. I thought, therefore, that if I could get you gentlemen who have knowledge of the practical working of the departments under you in the various states, to assist me, we should be able to devise some scheme for the financial working of the Commonwealth for the first few months.28


Amazingly, it appears there was some discussion among the officials as to whether the creation of a federal Treasury department was even necessary. TM King, the Queensland under-treasurer, argued:


It will be necessary to have some central authority to whom the information as to revenue and expenditure shall be sent by the different sub-treasury offices. Therefore I think it should be imperative that there should be someone to correspond with, who is constantly near the Federal Treasurer.29


Turner saw the main role of the Treasury as being the accurate keeping of the Commonwealth’s accounts, and the main role of the federal treasurer as ensuring that those accounts balanced, with receipts roughly matching expenditure. He did not desire to make the Treasury a particularly powerful bureaucracy or to impose his will on other ministers, apart from the treasurer of the day having some control over general spending levels to ensure that they did not significantly outweigh revenue. Accordingly, Turner worked to recruit the best accountants from the various state treasuries to populate the new federal department. Unsurprisingly, he chose the Victorian Treasury accountant George Allan as the first secretary of the Commonwealth Treasury. Allan had no formal qualifications but had learnt the art of accountancy ‘on the job’ in the Victorian Treasury, which he’d joined in 1851 at the age of nineteen. Allan would serve in the role of secretary for the next fifteen years. Four other accounting staff were appointed to assist him, and thus the federal Treasury commenced with a complement of five staff.


The emphasis on accounting skills was underlined by prime minister Barton when he wrote to the state premiers in December 1901 to update them on the establishment of the Treasury:


As regards the qualifications of the persons to be appointed, it is essential, seeing that the staff of the Treasury is small and the work highly important, that appointees should be possessed of more than average ability, should have considerable experience in accounts, and be skilled in the preparation of financial returns.30


Thus, on Turner’s watch, began the tradition of the Commonwealth Treasury being an accounting body, rather than an economic policy unit. This was understandable and indeed, to a degree, inevitable given the paucity of professional economists at the time, especially in Australia. The nation, however, would pay a price for this focus, which held for most of the next half-century. By 1903 the Treasury had twenty staff, but they were all bookkeepers or people with accountancy skills. The first professional economics advice was sought under the auspices of the Joseph Lyons government in the late 1930s. When Ben Chifley was treasurer, the surge in professionally trained economists during and immediately after World War II encouraged the professionalisation of the Treasury. This process reached its apogee with treasurer Arthur Fadden’s appointment in 1951of the first professional economist as Treasury secretary, namely the brilliant Sir Roland Wilson.


Although the Australian Government was formed on 1 January 1901, the nation waited until 8 October to hear the reading of its first Budget. Indeed, the prime minister showed a remarkable degree of opaqueness when it came to publicly setting the date of delivery of the first Budget, telling the Melbourne Argus on 20 July that:


None of us really knows. I do not know, Mr Kingston [minister for customs] does not know, in fact nobody does. If we fixed a date it might possibly leak out. You can never tell. The only way to guard against such a contingency is not to fix upon any particular date.31


It was reflective of the role of the treasurer as the chief accountant of the government, as opposed to that of a senior decision maker, that Barton singled out the minister for customs as the key stakeholder, rather than the treasurer, when it came to the Budget’s timing. The vast majority of federal revenue was raised through customs, and the minister for customs rivalled the treasurer as the government’s key economic minister.


Turner was never backwards in sharing with his audience how onerous he found the task of establishing the federal government’s accounts. Presenting the first federal Budget, he told the House:


I desire to thank honourable members for their kind, encouraging cheer. I can assure them that I feel today a greater difficulty than, I think, any Treasurer has ever felt—certainly a far greater difficulty than I have ever felt when introducing a Budget into the State Parliament … The difficulties surrounding the task which has had to be carried out by myself, so far as the financial portion of our proposals is concerned, have, indeed, been very great. When you are dealing with one State, you can obtain your information with some ease; but when you come to deal with six states, some of them far away from the seat of Government, it is very hard, indeed, to get proposals before a committee in such a form that they will be clearly understood … I have unfortunately suffered from the absence of my right hand man, my Secretary has been laid up for the last five weeks, therefore a very large proportion of the work that would have been done by him has fallen on my shoulders.32


Turner would go on to deliver another three federal budgets. These first Australian budget speeches were long and detailed affairs, with Turner providing copious information to the House on estimated expenditure and revenue. While declaring in his first speech that the Commonwealth raised £10 million in 1901/02 and spent just £4 million on its own account, he also took time to reveal that the customs minister’s office had added £3, 15 shillings to the expenditures. Turner’s budget speeches were also regularly peppered with questions from members as to detail, which he invariably answered factually. As the historian H Campbell-Jones says of him, ‘he worried through the dry statistics till he understood them. He could explain every line of the estimates.’33


Economic times remained difficult during Turner’s tenure, with the economy not yet fully recovered from the depression of the 1890s when it was hit by the drought of 1902. Per capita, real income fell 6.1 per cent between 1889 and 1895, and it did not return to its peak levels until as late as 1909.34 Between 1890 and 1914, Australia lost its position as the world’s richest country per capita, which had been achieved through the gold and agricultural booms.35 Turner did not concern himself with such matters, however, concentrating instead on ensuring the accounts of the Commonwealth were in good order. Having been Victorian treasurer, Turner was sympathetic to the states’ needs and regularly returned any surplus Commonwealth funds to them instead of hoarding them for the purposes of his own government.


The most important economic decisions of the new Commonwealth Government in its early years were the establishment of a restrictive and racist immigration policy, a uniform national tariff, and a national conciliation and arbitration system to settle industrial disputes.36 This is often referred to as the Deakinite national settlement, after the man who championed it as both an economic and social policy for the new nation. The policies were first developed under Barton and reached their high point in Deakin’s prime ministership. Several ministers were involved, most notably Lyne as home affairs minister when it came to immigration, and Kingston as customs minister when it came to the tariff.


Turner cannot be identified as a champion of any of these policies, so he cannot be held responsible for their impacts. Instead, Turner took great pride in keeping the finances of the new Commonwealth on a firm footing and developing the Treasury as a body that would keep accurate accounts of the new federal government. He was an inherently cautious man who was not keen on innovation, rejecting a suggestion that Australia adopt decimal currency (this would wait until 1966) and even the notion that it would be a good idea to bring down the federal Budget before the financial year that it was going to cover (this would wait until 1987).


This slow, steady and dependable approach to financial management made Turner a valuable political commodity for the new government. At Australia’s second federal election, Deakin campaigned on the virtues of Turner’s caution as a financial manager, telling voters that Turner was not a man ‘to be carried away by madcap schemes of visionaries or utopians’.37 The Deakin government prevailed in the December 1903 election but fell the following year when the Labor Party withdrew its parliamentary support. This led to the world’s first ever national Labor government being commissioned, with party leader John Christian Watson forming an administration.


It has been asserted by some scholars, and by reportage at the time, that Watson asked Turner to stay on as treasurer in his government. But this alleged offer was never verified by Watson or Turner during their lifetimes. If it was made, it was not accepted, and Watson assumed the mantle of Australia’s first Labor treasurer, as well as its first Labor prime minister, while Turner joined his colleagues on the opposition benches.


The Watson government was fairly short-lived, with Free Trade Party leader George Reid getting the parliamentary upper hand and forming the next government. Reid wanted his government to be constructed on broad anti-Labor lines and invited Turner to return to the Treasury. Turner’s health had by this time declined and he refused. However, Reid tried again a few months later and Turner, encouraged by Deakin, became the first of five treasurers (so far) to serve in the role more than once.


This political continuity on Turner’s part was symptomatic of a couple of factors. Firstly, as has been established, the Treasury portfolio was largely a function of financial accounting rather than high economic policy—the fact that Reid and Turner had different views when it came to the big economic questions of the day was not a barrier to Turner’s continued occupancy of the Treasury portfolio. If Turner had been minister for customs, as opposed to treasurer, he would have found it much more difficult to retain his place in the government.


Secondly, the fact that Turner and Reid felt comfortable working together was symbolic of an emerging political divide. The growing strength of the Labor Party meant that whether you were a Protectionist or a Free Trader would soon no longer be the defining question of Australian politics. Rather, it would be whether you were Labor or anti-Labor. Reid’s willingness to have Turner as treasurer and Turner’s willingness to serve in Reid’s administration were precursors to the amalgamation of the Protectionist and Free Trade parties into the Commonwealth Liberal Party, an event also known as the Fusion, in 1907. It is important to note that, as the Protectionist leader, Deakin, while not wishing to serve in Reid’s Cabinet himself, had no objections to Turner serving in the ministry. Indeed, Turner said at the time that Deakin had ‘pressed him’ into accepting the role.38 Turner’s ability and willingness to survive political transitions, however, was almost at end.


Deakin was genuinely outraged by what he saw as the political interference in the High Court by the attorney-general in the Reid government, Sir Josiah Simon. (In an act of highly dubious probity by today’s standards, Barton, who had transitioned from the prime ministership to the High Court bench, had shown Deakin letters from the attorney-general to the chief justice.) More importantly, Deakin was worried that Reid might call an early election in an attempt to fuse the non-Labor parties under his own leadership, as opposed to Deakin’s. So on 24 June 1905, as a precursor to a move in parliament, Deakin gave a speech to his electors in Ballarat that was highly critical of Reid. Deakin told his audience that Reid ‘was asking those who sat with him in the House to give him a blank cheque, the details of which Mr Reid would fill in later’. Deakin said he was no longer prepared to write such a cheque.39


This was clearly an ominous sign for the future of the Reid government, which relied on Protectionist support to stay in office. Turner, the most senior Protectionist minister in the government, was not consulted by Deakin and was hurt by his actions. As Manning Clark describes it, ‘George Turner could not understand why dear, kind Mr Deakin should stick a harpoon in his back.’40


When Deakin moved a motion of no confidence in the government, every Protectionist member except for Turner and the other three Protectionist ministers voted for it. The motion was carried by forty-two votes to twenty-five, and Deakin subsequently assumed the prime ministership. Jaded by Deakin’s behaviour and still of poor health, Turner did not seek to continue as federal treasurer. And when Deakin called an election the following year, Turner did not contest it.


Afterwards


Turner was not particularly active after retiring from politics. He returned to being a solicitor in Collins Street, Melbourne, with his son George, who would tragically predecease his parents when he was killed in a railway accident in 1908. In 1907, Turner amalgamated his practice with Corr & Corr, which would grow into one of Australia’s largest legal firms (now Corrs Chambers Westgarth). From 1906, Turner was also chairman of commissioners of the State Savings Bank of Victoria, a job he was well suited to—Turner’s conservative approach and firm grasp of financial risk would have come in very handy for the bank eight decades later when it collapsed under the weight of imprudent lending.


Turner’s health, which had not been good during the later years of his political career, improved considerably in the early years of his retirement. However, a decade after relinquishing politics, at the age of sixty-five, he died of a sudden heart attack in his home in Hawthorn and was buried in St Kilda.


An Evaluation


Sir George Turner was a substantial if unexciting figure who made a worthwhile contribution to the development of the Australian nation. He deserves to be better remembered than he is, and to be well remembered at that. Before he became the federal treasurer, he made decisive and positive contributions to the federation debates—his pragmatic demeanour allowed seemingly intractable disputes about the balance of power between the small and large jurisdictions to be resolved. If a less skilful or committed man had been premier of Victoria at the time, it is likely that Federation would not have occurred when it did. It is also possible to conclude that Australian history could have been altered by the choice of a different man as the country’s first prime minister if it hadn’t been for Turner’s resolute refusal to serve under Sir William Lyne, and his deft handling of this difficult situation.


Some treasurers are remembered for their policy flair and imagination, but Turner is certainly not one of them. He did, however, take a prudent approach to managing the accounts of the new nation. He exemplified how important it is for a treasurer to understand the elements of the Budget in detail, although the complexity of the task has obviously increased exponentially from Turner’s day to now.


The Australian Constitution was largely a blank canvas, which Barton and his ministers filled in during the early years of Federation. The role of treasurer could have developed in any number of ways. Under Turner, the Treasury became the government’s central accounting body, and the relationship between the federal and state treasurers was regarded as being of the utmost importance. This approach would remain influential throughout the first half of the twentieth century, before the Treasury became an economic policy body. It was largely due to Turner’s caution and attention to detail that treasurers came to be judged by the same standard.




2
WILLIAM ALEXANDER WATT


A Treasurer in Conflict
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Born: november 1871, Barfold, Victoria
Died: September 1946, Melbourne
Treasurer: 27 March 1918 – 27 July 1920


 


NO RELATIONSHIP IS more important to a government than that between the prime minister and the treasurer. They need not be friends. They may have previously been rivals, and may potentially be rivals again. But when in their respective offices, they must work in concert. They must have professional respect for each other’s role and authority. When a prime minister and treasurer do not share this level of respect, it will pose a mortal threat to the government, and the situation will normally end with the departure of one or both of them.


The treasurership of William Watt is a case study in the implications of a dysfunctional relationship between a government’s two most senior figures. Almost right from the start, prime minister William Morris Hughes and his treasurer William Watt had a tense coexistence. Each was headstrong, talented and determined to put his stamp on the government. Their relationship was predominantly a long-distance one, with Hughes spending seventeen months overseas while leaving Watt in charge of the day-to-day running of the government during his absence. It was when they were in different countries that their relationship reached its lowest point, with each feeling they should have more autonomy to make their own decisions.


It was perhaps inevitable that Hughes and Watt would clash. Hughes was stubborn and difficult to work for. He was not a natural team player and would join six different political parties during his fifty-one years in the federal parliament. Watt would be one of six treasurers during Hughes’ seven years as prime minister. Indeed, Watt had not been entirely enthusiastic about joining Hughes’ Cabinet, having had a premonition that he would be very difficult to work with. He’d told colleagues, ‘You can do nothing with the little devil, he won’t listen to anybody.’1


Watt himself was not universally popular with his colleagues either. He was regarded as the finest orator in the federal parliament at the time, and his occasional bent for cutting sarcasm did not always endear him to his contemporaries. His organisational ability and discipline were very strong, meaning that he was always highly likely to bristle against Hughes’ much more freewheeling ways. He was also not the type to lightly accept Hughes’ brusque management style. Despite a relatively modest upbringing, he had worked hard to educate himself and had fought doggedly to enter parliament—when he entered the Victorian Colonial Cabinet in 1899 at the age of twenty-eight, he was reported to be the youngest Cabinet minister in the British Empire. He worked his way up to being premier of Victoria and was then prevailed upon to transfer to the federal parliament, with pundits fully expecting him to become prime minister. He showed an independent streak throughout his career, refusing to toe the line of governments that he nominally supported when they did not live up to his high expectations.


Watt carried considerable burdens during his time as federal treasurer. Government finances were pummelled by World War I, and after the war the economy had to adjust to the return of hundreds of thousands of service personnel. His burdens were increased by the extended absence of his prime minister. His caretaker role was made almost intolerable by Hughes insisting that Cabinet decisions be sent to him for approval in London before being finalised—this in the days when communications between Melbourne and London took days. Even worse, Hughes took positions in the peace treaty negotiations in London and Versailles that Watt and the Cabinet fundamentally disagreed with. When the tables were turned, with Hughes back in Melbourne and Watt representing the Australian Government in London, Hughes insisted on calling the shots even as Watt demanded more autonomy in the negotiations.


Watt eventually quit his post in protest at what he saw as Hughes’ unwarranted interference in his prerogatives, tendering arguably the most spectacular of any treasurer’s resignation in the history of Federation. He had come close to becoming prime minister, but he would never return to executive office after resigning the Treasury portfolio, and his career would be seen as a tragically unfulfilled one.


Beginnings


William Alexander Watt was born in the Victorian rural town of Barfold, the eleventh and last child of Scottish immigrant James Mitchie Watt and his Irish wife Jane Douglas. When James died five months after William’s birth, Jane concluded it would be easier to raise her children single-handed in the city rather than the bush, and took her children to Melbourne. Watt was educated at Errol Street State School in North Melbourne until his family’s precarious financial position drove him to leave school at the age of fourteen. Despite being the last-born child, he eventually became the only breadwinner for his mother and an unmarried sister, working as a clerk, then an accountant, and eventually as a director of a hay and corn store.2 Watt took evening classes at the Working Men’s College in accountancy, grammar, logic and philosophy, an endeavour that was complemented by a ferocious reading habit. As was fairly common for young men of a working-class or lower-middle-class background with budding political ambitions, he also took three years of elocution lessons.


Sometime before 1890, he joined the ANA, the federation-inclined body made up exclusively of Australian-born men that Samuel Lyons had helped to found. Watt was an enthusiastic participant in the organisation’s debates and lectures, using them to hone his public-speaking skills. It was through his involvement with the ANA that Watt came to meet the liberal orator and future prime minister Alfred Deakin, a man he would greatly admire (or, in his own words, ‘hero worship’). In 1894 he was elected to the executive of the Australasian Federation League of Victoria, and this lifted his profile as an advocate of federation.


Like other future treasurers (most notably Page and to a lesser degree Chifley), Watt’s economic policies were very much influenced by what he saw during a time of crisis, in this case the bank crashes and depression of the 1890s. The economic misery he observed drove him to embrace a fairly radical brand of liberalism. Watt concluded that the social discontent was ‘the natural result of a social order where the few sit on the shoulders of the many and pick the pockets of the beasts of burden’.3


Watt was not attracted to the Labor Party or to socialism, despite supporting many of their ideas, such as improved factory legislation and greater democratisation of the parliamentary processes. In late 1894 he conceded in a speech to the ANA that ‘socialism gains by comparison with the existing evil’, but he argued that socialism’s attraction to government ownership was misplaced. He thought society’s freedoms were too important to risk for a socialist system and that monopolies were the real evil, to be broken up by rigorous government action.4


Watt married Florence Carringham in the same year as his ANA speech. Tragically, his wife died in childbirth in 1896, along with the child. Almost a decade later he would marry Emily Seismann, with whom he would have five children.


In 1897, aged twenty-six, Watt was elected to the Victorian Legislative Assembly as the member for Melbourne North, defeating the leader of the Labor Party, George Prendergast. This was in the days before the development of hard and fast political parties, and Watt identified in ‘the Liberal interest’. After a short time in parliament, he joined a faction known as the Young Australia Group, which consisted of like-minded ANA members who were impatient with Victorian premier George Turner, feeling he should be even more radical in his liberalism and support for federation. In 1899, when the Turner government fell, largely as a result of agitation by Watt and the Young Australia Group, the new premier, Alan McLean, invited Watt to join the Cabinet as postmaster-general. Watt was an energetic minister but lost his seat at the next election as Prendergast fought his way back into the Victorian Parliament.


Watt started a real estate business, but his political ambitions were far from satiated. He unsuccessfully ran for the Senate in the first federal election in 1900 as a member of Deakin’s Protectionist Party, and was twice more defeated in his attempts to return to the Legislative Assembly in by-elections. He eventually returned to the Victorian Parliament as the member for Melbourne East in 1902, and successfully ran as the member for Deakin’s old seat of Essendon in 1904. His anti-Labor views had by this time developed further, and he was now a firm supporter of the unity of the conservative parties. In the Legislative Assembly, he voted in favour of giving the franchise to women and supported reforms to make the Legislative Council more democratic, as well as factory legislation that gave more protection to vulnerable workers.


When Watt’s friend and ally John Murray became Victorian premier in 1909, he asked Watt to join him as treasurer, a portfolio that Watt would retain until 1914, apart from one week out of office—more on that below. Murray was twenty years older than Watt and had a reputation for laziness, which was not challenged by his relaxed approach to the premiership. Watt’s approach to the Treasury, in contrast, was energetic. Watt was ‘the government’s driving force, even before acting as Premier for six months in 1911’.5 The Murray–Watt government would prove to be a reformist one, despite facing considerable obstacles courtesy of the Legislative Council.


Winning Respect


In 1912 Murray retired and handed the premiership to Watt, who hit the ground running: ‘The 1912 session saw Watt drive himself and the Parliament hard. More than 90 Acts were passed.’6 His government introduced a rudimentary workers’ compensation system, the first state endowments to hospitals, electrification of the railways, and an ambitious irrigation system. Watt was a city-based premier in a government reliant on the support of rural members, but this did not dissuade him from attempting to reform the voting system to reduce the country-region gerrymander and increase the value of a city vote from 50 per cent of a rural vote to 60 per cent. This was too much for his rural supporters in the parliament, who staged a no-confidence vote in the Watt government on the presumption that one of their own would take over the premiership. Instead, the state’s lieutenant-governor sent for the leader of the Labor Party, George Elmslie, to form an administration, and Victoria got its first Labor government. However, it only took Watt one week to reunite his supporters, whereupon the Labor government fell on the floor of the parliament and Watt was back as the state’s premier and treasurer.


Watt started winning respect for his work on the state’s finances. He travelled to England and, in the role of treasurer, ‘negotiated a large conversion loan of 3 million pounds in a difficult money market, leaving behind a favourable impression of Victoria and his own abilities’.7 He also successfully engineered the next Victorian Budget and access to finance to fund regional development—this in a state that had been suffering from depopulation of its rural areas for some years.


Watt played another key role in the negotiations over federal–state financial relations that marked the expiration of the compact that had determined the distribution of funds between the two. It had been agreed as a grand compromise at the time of Federation that the states would receive two-thirds of the Commonwealth’s customs and excise duty for the next decade, after which Commonwealth–state financial relations would be reviewed. Failure to reach agreement on this issue had very nearly derailed Federation, and now it fell to Watt and his contemporaries to strike a new settlement.


Initially, Watt strongly opposed a simple per capita payment from the Commonwealth to the states. He saw this as a way of making the states mendicant, and he knew that the customs and excise revenue would continue to grow strongly. The desire of the states to have access to a growing tax revenue base was no less in the first decade of the twentieth century than it is in the twenty-first century. In the end, Watt accepted a per capita payment, but only on the basis that there would be a referendum to ensure that the payments were enshrined in the Constitution and could not be changed at the whim of the Commonwealth. Watt struck this agreement despite the fact that it meant a loss of revenue to Victoria. Unwilling to wind back his commitment to state development, Watt had to develop new revenue sources, leading him to attempt to introduce a land tax in Victoria for the first time; he was also motivated to beat a federal Labor government to this, ensuring that the land tax field was covered by the states and not the Commonwealth. Negotiating the introduction of land tax in a parliament dominated by rural members required considerable political skill, which Watt displayed as he guided the Bill through the Legislative Assembly. But he could not win the day in the Legislative Council, where you still had to be a landholder to be a member. The Upper House killed Watt’s proposal.


Ultimately, the people also killed the proposal for per capita grants to the states to be enshrined in the Constitution. Despite Watt throwing himself behind the ‘Yes’ campaign, the Australian people were already showing the type of reluctance to approve referenda that they would exhibit for the next century, and the proposal was defeated, including in Victoria. In response, the Commonwealth Government agreed to guarantee a 25-shilling-a-head payment for each state for the next ten years, meaning that the vexed issue of Commonwealth–state financial relations was again put in the ‘We’ll sort it out another day’ basket. In addition, the new federal Labor government under Andrew Fisher imposed a Commonwealth land tax, which made Watt’s push for a state land tax redundant.


Watt ‘built on his successful management of Victorian finances during this period, and his grasp of national finance as a dominating figure in Commonwealth–state relations’.8 He fiercely resisted attempts by the Fisher government to take over functions of the state governments—interestingly, this resistance would ebb when he became the Commonwealth treasurer—but he did lead discussion at the 1912 Premiers’ Conference about how powers could be voluntarily transferred from the states to the Commonwealth. Watt was a strong supporter of state rights within the federation. He held the view that more powers would and should evolve voluntarily to the federal government over time as the new nation matured.


Watt successfully introduced preferential voting in Victoria for the first time. He saw this as an important mechanism for the non-Labor forces to be able to work together to ensure the defeat of Labor. He would later be instrumental in its introduction at the federal level, at the behest of the emerging Country Party.


As premier, Watt also took the initiative on a truly national immigration scheme. Despite the Constitution giving responsibility for immigration laws to the Commonwealth, the administration of immigration was still largely a state affair. Watt convinced NSW premier William Holman to amalgamate the NSW and Victorian immigration offices in Great Britain, from where the vast majority of immigrants were drawn. As Watt’s biographer John Anderson writes:


this was not only an optimistic first step towards ending the costly competition for immigrant settlers among the various states, but also towards eventual Commonwealth responsibility for immigration. The Victorian Premier could recognise the practical advantages of giving the Federal Government the lead in order to assist the states, however much he remained opposed to Federal activity which weakened them in other spheres.9


The 1914 Premiers’ Conference was Watt’s last, and ‘in several aspects it was the crowning point of Watt’s career at the state level’.10 He dominated the conference. Watt was instrumental in negotiating the Murray Waters Agreement, which determined the respective rights of NSW, Victoria and South Australia to water from the Murray River. He also proposed a National Debt Commission, which would include two representatives from the Commonwealth and three from the states, and which would manage debt on behalf of the nation’s governments. The idea was rejected by the Commonwealth and the other states, in what was the first substantial clash between Watt and federal treasurer Sir John Forrest. But it did not die—parallels can be seen with the Loans Council established by Sir Earle Page when he was federal treasurer a decade later, which survives to this day.


Watt came under considerable pressure from his party to transfer to the Commonwealth Parliament, as he was widely seen as the natural successor to Alfred Deakin as leader of the Liberal Party—Watt would be unable to take up the position on Deakin’s retirement unless he was in the federal parliament. So in 1914 he ran for the very safe conservative seat of Balaclava, based in the Melbourne suburb of Sandringham, and easily defeated the then young Labor candidate John Curtin. Nationally, however, Labor easily defeated the government of Sir Joseph Cook, and Andrew Fisher again became prime minister as Australia marched towards World War I.


From within the opposition, Watt stridently supported the war effort and argued for conscription. He got himself into difficulty by accusing the pacifist Labor MP Frank Brenan of being a ‘pigeonlivered’ coward. Brenan then said he would enlist to fight if Watt would do the same, and subsequently turned up at the recruiting office—Watt did not. This caused Watt a lot of embarrassment, as he was not beyond the age of recruitment and was without ministerial responsibilities. He was only partially saved from charges of hypocrisy when the pro-conscription Holman said that Watt’s most effective contribution to the war effort would be in parliament and not on the front line.


In 1915 Fisher resigned the prime ministership, feeling the pressure of wartime leadership. His deputy, Billy Hughes, was unanimously elected by the parliamentary Labor Party as his replacement. Hughes was an enthusiastic proponent of the maximum war effort, and in 1916 he reached the view that conscription was a vital element of a total commitment to winning the war. But Hughes could not get parliamentary approval for conscription and therefore called a referendum, which he narrowly lost. Hughes’ fervent support for conscription pitted him against his own party and led to the Labor Party expelling its leader and the sitting prime minister. He initially formed a Cabinet of supporters who followed him out of the Labor Party, but it was clear that a more stable government was needed.


Watt played an important though not pivotal role in the negotiations between Hughes and the Liberal Party opposition that led to the formation of the Nationalist Party. Despite his misgivings about Hughes’ management style, Watt formed the view that it was best for the incumbent wartime prime minister to continue in the office, and he stared down efforts by former Western Australian premier Forrest, Liberal politician James Cook and former Victorian premier Sir William Irvine to seize the prime ministership for themselves, decreeing that he and his supporters would only join the government if Hughes’ tenure continued.


Forrest had become famous as an explorer of Western Australia’s interior and had been the state’s first premier, as well as its only premier as a self-governing colony. His ten years as premier had seen Western Australia grow rapidly as he adopted the model of large public works projects and aggressive land release. He was also one of the fathers of Federation, having delivered Western Australian support for it and participated in the constitutional conventions. He’d entered the federal parliament in 1901 and had held a range of portfolios, including that of treasurer three times. So while prime minister Hughes recognised Watt’s abilities and preferred to make him his treasurer, a personality as large and popular as Forrest was too hard for him to resist. Watt had to settle for a lesser role, joining the Cabinet as minister for works and railways. He was responsible for the completion of the transcontinental railway and legislated for its sensible harmonised regulation across state boundaries.


When Hughes lost a second referendum on conscription, he kept a promise made during the referendum campaign and tendered his resignation to the governor-general, Sir Munro Ferguson, who promptly sought the counsel of senior ministers. Watt advised him not to call on treasurer Forrest to form an administration, despite Forrest making it clear he was available to serve, but instead to ask Hughes and the existing ministers to carry on. The governor-general accepted this advice, and the outgoing members of the Cabinet were all sworn in again.


By this time, Forrest was ailing and Watt was growing increasingly frustrated with the treasurer’s stewardship of the government’s finances. The two had clashed over the proposed establishment of a National Debts Commission when Watt was Victorian premier as well as on a number of occasions after Watt’s ascension to the Cabinet. So Watt privately urged Hughes to remove Forrest. No doubt Watt knew he would likely be called upon to take the office if Forrest was moved on, but he was also genuinely perturbed at Forrest’s administration of the Treasury portfolio.


Hughes, with Watt’s agreement, hit upon an ideal solution to this conundrum. On 6 February 1918, it was announced that King George V, on the advice of prime minister Hughes, was elevating the treasurer to Baron Forrest of Bunbury in the Commonwealth of Australia, making him the first of three Australian treasurers to be ennobled—the others were Stanley Melbourne Bruce, who became Viscount Bruce of Melbourne, and Richard Casey, who became Baron Casey of Bengal and Berwick. Forrest resigned the Treasury portfolio and sailed for London to take his place in the House of Lords. He never made it, however, dying of cancer of the temple en route. Watt was subsequently commissioned as federal treasurer in March 1918.


A Careful Administration


Watt had been treasurer for a month when Hughes left for Europe to represent Australia in discussions about planning for postwar peace. Hughes would not return for seventeen months, making Watt Australia’s longest-serving acting prime minister. As economic historian John Hawkins points out, Watt’s term in charge of the administration of the nation was as long as the combined period in office of Watson, Reid, Page, Fadden and John McEwen. Because he acted in the role and was not commissioned in his own right, Watt does not have his name recorded on our national list of former prime ministers, and has not been as well remembered as he might have been.


Watt brought a sense of careful administration to the government. Cabinet meetings became more regular, and there was full discussion of every item and the careful recording of decisions. This was a considerable change from Hughes’ more relaxed Cabinet processes.


Watt now had to manage the huge increase in costs to the government that had accompanied the war, which would last many years. Watt was deeply worried that the return of thousands of ex-servicemen combined with the end of munitions production would lead to an economic downturn. He was also rightly concerned that the money in the international debt markets would be very tight in the immediate postwar years, and that the funds raised through bond sales during the war would only keep the government financed for a finite period of time. Watt decided that tough fiscal measures were needed. In addition, even though the war was ending, he wanted to keep as many of the wartime economic controls in place as possible, in order to maximise the financial levers at his disposal. The War Precautions Act 1914, with its powers over the pooled marketing of produce and shipping activities, was continued into 1920. The maintenance of restrictions on selling rural produce and of price controls on staples such as meat were significant factors in the rise of the nascent Country Party at this time.


Watt also embarked on a series of measures to reduce spending and increase revenue. A royal commission into potential expenditure cuts was established in 1918, a forerunner of the modern commissions of audit sometimes called up to fulfil the same role. Meanwhile, Watt imposed tax increases that were punishing by any measure: a 30 per cent increase in personal income tax and a 20 per cent increase in land tax, accompanied by increases in postage charges and customs and excise.


As Watt dealt with these issues throughout 1918 and 1919, the challenges created by Hughes’ absence were greater than those that would normally be posed by a travelling prime minister. The prime minister and his treasurer quickly came to long-distance blows.


Hughes vs Watt


It is clear that a proper conversation did not take place between Hughes and Watt about the processes for managing decision-making during the prime minister’s absence. Hughes was dealing with big issues: he demanded a place for Australia at the peace-negotiations table, rather than being represented by the British Government; he wanted punishing reparations to be paid by the Germans to cover the war costs incurred by the Allies; and he was aggressive in pursuing Australian territorial claims in the Pacific (for example, asserting sovereignty over New Guinea and Nauru). However, while this was the agenda of prime minister Hughes, it was not necessarily that of his Cabinet. There had been no discussion of Australia’s negotiating strategy before Hughes’ departure, and the Cabinet members, led by Watt, were increasingly alarmed about what they read in the press about Australia’s position. In addition, as well as wanting autonomy in representing Australia overseas, Hughes demanded that the Cabinet communicate its decisions to him in London for final approval before implementation. By contrast, Watt took the strong view that apart from policy areas that the Cabinet had specifically considered and decided to delegate to Hughes, all others areas remained his responsibility as acting prime minister, together with the Cabinet.


Watt’s position in this dispute was partly motivated by his longstanding support for the principle of Cabinet government. As premier and acting prime minister, he was an inclusive and consultative chair of Cabinet. However, it is difficult not to conclude that he was also motivated by a desire for status and a fundamental mistrust of his prime minister’s motives and judgement. It did not take long for the telegram traffic between Melbourne and London to bristle with tension.
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