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FOREWORD


Sir Peter Cosgrove


WHEN I WAS asked by the Robert Menzies Institute to provide a foreword for the last volume in the series of commentaries on and analyses of the great Sir Robert Gordon Menzies, I was flattered and moderately intimidated.


I was a small child growing in to adolescence during his long prime ministership. My sainted mother would never have given her vote to Mr Menzies (as he was then) or any other conservative—and in this she echoed my maternal grandfather who lived with us, a lifelong socialist and indeed a trade union official (unpaid). My father, a soldier, was, under the circumstances, a somewhat closeted conservative. I was too young to have an ideological perception but I was, however, keenly aware of one thing: my whole adult family viewed Menzies as a grandee of the political arena, a formidable politician and a remarkable Australian leader who made us proud within the international community.


Good fortune has provided me in more recent years with abundant opportunities to observe and indeed participate apolitically in the rare atmosphere of national political leadership. So, when this opportunity to write a foreword presented itself, I seized it and I’m glad I did.


Obviously, Menzies had a very long and notably eminent political career through epochal periods of the Australian journey. This volume of the Institute’s compendium of works has no ‘bitter end’ cachet in any sense: arguably this period sees him as captain of the political ship, ordering and steering, with some contributors opining that he occasionally drifted! In this regard let me turn to all the contributors.


In the first place, there is Dr Zachary Gorman, whose accomplishments are threefold. First, to scope the desired subjects and relationships between them for this volume—they in their chapters stand alone but coalesce through the centrifugal force of Menzies’s presence and authority. Next, there are among them, the most eminent essayists. Each of the contributors has fulfilled the task asked of them with honesty and diligent skill. It is my observation that this volume will be received as a precious resource for students and readers of all ages. It illuminates the national journey of the Australia of my youth (the classic dilemma being that unfortunately I didn’t gain these insights much earlier in my life). Lastly, Zachary has provided us with a brilliantly evocative yet pithy introduction.


Perhaps it’s necessary to refer to the imaginary ‘bible for foreword writers’ to remind readers that the foreword author is not to regurgitate the main ideas of the book, no matter how fascinating, but to act as a sort of ‘ground announcer’. To whet your appetite, I will briefly mention several situations raised by the contributors.


Let me turn briefly to the fascinating chapter by Damien Freeman and Dean Smith entitled ‘Recommending an Appointment to the Sovereign’. As a former Governor-General I have watched with keen interest what I might term the shape of this office of Governor-General throughout its history. Freeman and Smith provide a fascinating commentary on how the position is filled. They tell us of Menzies’s acquiescence (eventually) to filling it with an Australian. We might conclude that there remains residual public suspicion that the Crown holds some form of ‘whip hand’ in the relationship. My thanks to the authors for shining a light in this direction!


My second ‘hobbyhorse’ observation concerns the very fine chapter by Andrew Carr and Peter Dean, ‘The ADF Menzies Built’. As a working lifetime soldier, finishing my service as Chief of the Defence Force, I found this chapter fascinating. Two points resonated very strongly with me: one was the ‘forward defence’ philosophy Menzies espoused, specifically evidenced by Australia’s approach to Konfrontasi with Indonesia in the 1960s and as a segue, the introduction of selective compulsory service (conscription) in 1964.


The authors tell us that even though Australia was bathing in the benign sunshine of ANZUS, Menzies understood perfectly that our fortunes and security rested not just on the safety of Australian territory and its people but on the stability and confidence of our region. So, even though in capability and numbers our Defence Force has remained quite small, ever since Menzies it has been orientated to operate at arm’s length from our shores.


Interestingly, the relevant proportion of expenditure in Menzies’s time to achieve this ‘forward defence’ posturing capability was high at that time and then remorselessly reduced thereafter! If Menzies was ageless and dropped back into Australia today, he might be somewhat taken aback. Conscription is another matter. Absent overwhelming evidence of an imminent ‘clear and present danger’, currently conscription could be described as a ‘hand grenade with the pin out’ in electoral terms. The conundrum is that in modern society, ‘selective’ seems so arbitrary, so unfair. The period of service to produce men and women trained in all the evolved skills for modern warfare has meant there must be their absence from broader society and the delay in those other ambitions of the same men and women. Conversely, if you legislated total conscription, the ADF would be unable to handle the consequent huge influx of recruits from our vastly increased population. If this mythical ‘revitalised’ Menzies parachuted in, I’m not sure how he would handle this problem either.


There is so much more to this very fine fourth and final volume from the pens of some of Australia’s most esteemed historians and political scientists. It is important, authoritative and most readable. I commend and congratulate the editor Zachary Gorman and all the contributors to this capstone account and analysis of one of Australia’s most eminent and successful political leaders.





INTRODUCTION


Zachary Gorman


WHILE ROBERT MENZIES is easily identifiable as the prime minister of the 1950s, his ‘sense of continuity’ may appear juxtaposed to how we think of the 1960s as a period of profound change. Such is the popular image of the decade, sharply contrasted with its allegedly stultifying predecessor, that it has become virtually synonymous with protest, revolution and the deliberate deconstruction of existing social mores. Much as the ever-expanding suburbia of the Menzies era probably felt like heaven to a generation that had endured a Great Depression, World War and the housing crisis of the 1940s, to their children—or at least some of the more vocal and prominent of them—it became a prison. The physical manifestation of expectations, duties and pretensions to which the younger generation felt less bound. Something to be openly attacked by Germaine Greer, or lovingly lampooned by Barry Humphries, both of whom fled to the same Britain that their ‘anachronistic’ and ‘anglophile’ prime minister was critiqued for admiring.


Yet when you look at the political record for Australia in the 1960s, this yearning for ‘liberation’ remained difficult to identify, let alone cast as a general phenomenon. Like its predecessor, the decade saw four federal election victories for the Coalition, with the only real difference being that two were closely fought (1961 and 1969), as opposed to just one (1954). In terms of both seat numbers and overall two-party-preferred totals, the desire for change was actually strongest in 1961, when Menzies was left with just a one-seat majority after the speaker’s chair had been filled.1 This casts doubt on any teleological assumption that such a desire built steadily over the decade, until the dam finally burst in 1972.


So the period to be covered in this fourth and final volume should not be seen as Menzies’s gradual and inevitable eclipse. Instead it should be seen as a dynamic era, marked by renewed geopolitical turmoil and a remarkable political bounceback, in which Menzies endured the most precarious parliamentary situation he had experienced since the one that had overwhelmed him in 1941. Indeed, one might even speculate that were it not for the close result, and a desire to hand over to his successor a more advantageous situation than that which he had been plunged into when Joseph Lyons died in 1939, Menzies’s retirement may well have come sooner.


Instead, he had to engineer a recovery at a conspicuously early election called less than two years after its predecessor.2 A decisive win allowed him to enjoy a series of unparalleled farewell honours, including a knighthood in the exclusive Scottish Order of the Thistle, succeeding Winston Churchill as Lord Warden of the Cinque Ports, and an emotive retirement press conference. The irony is that these spoils of victory, and particularly the fact that they were lavished on Menzies while he was still in office, served only to reinforce the idea that he was already out of touch by the time he departed centre stage at the age of seventy-one—making him our oldest-ever prime minister.


That the world Menzies had been born into in pre-Federation Jeparit was long gone by the time of his exit in a national capital selected and built from scratch in the interim is self-evident. To suggest that he fought a rearguard action to defend it is to misunderstand how his Burkean sense of gradual political and social evolution intersected with a deeply ingrained Whig view of history as progress. As he put it when laying the foundation stone of the National Library of Australia, two months after he had left office:




It’s only when we realise that we are part of a great procession, that we’re not just here today and gone tomorrow, that we draw strength from the past and we may transmit some strength to the future.3





Menzies was open about the fact that he drew strength from the past, respecting his predecessors both Australian and British, and seeking to apply something of their collective wisdom to the new challenges of the day. As well there was the fact that he hoped to make tangible improvements upon that inheritance, differentiating himself from the approaches of his forebears such that he could likewise hope to earn an honoured place in the history books. The metaphor that we are ‘dwarves perched on the shoulders of giants’, seeing further than our predecessors, but only because we have their achievements to build upon, is as old as the twelfth century.4


If Menzies found himself (more in hindsight than in the moment) out of step with the ‘spirit’, or what Paul Kelly described as the ‘cult’, of the 1960s,5 it was to the extent that he felt that it represented a reactionary rejection of time-tested truths, akin to how Burke had made sense of the French Revolution. And it was also due to the manner in which Menzies felt that liberty divorced from corresponding responsibility would rapidly devolve into licence. In a series of lectures he delivered at the University of Texas, at a time when cultural change was sweeping across campuses in 1969, Menzies would quote from Burke that:




Men are qualified for civil liberty, in exact proportion to their disposition to put moral chains upon their appetites, in proportion as their love of justice is above their rapacity, in proportion as their soundness and sobriety of understanding is above their vanity and presumption.6





But even with these caveats, a Menzies government which oversaw the introduction of the first form of ‘no fault’ divorce as early as 1961 (and even gave marriage law reform a small plug in its 1958 election policy speech)7 should not be stereotyped as holding back the tide of progress. Rather, the government should be seen as trying to direct it towards Menzies’s liberal vision of a good society, centred around the individual, their development, initiative and contribution.


Determining just how far Menzies saw, how his government set Australia up for the future and what were the crucial blind spots that it missed is the core theme tying together the chapters that follow, with the contributors all having responded to an open call for papers for the Robert Menzies Institute’s fourth annual conference held in November 2024. This is a process that may have left some important topics untouched,8 but has, equally, unearthed others never before probed. A related theme, given the political instability and policy inertia we have experienced of late, is examining how even the longest of longterm governments can maintain a sense of purpose and cohesion, or at least recover when that sense is temporarily lost.


At the heart of Menzies’s political recovery was an economic recovery; hence we begin with the third instalment of David Lee’s study of the non-linear evolution of economic policy over the span of the Menzies era. The focus in this final period was how to recover from the ‘credit squeeze’ which had precipitated the electoral near miss, and prompted a backlash against trade liberalisation, particularly in the form of the abolition of import licences. In this period, Lee demonstrates, the government had to delicately balance a ‘dual economy’, by smoothing over the anger of protected manufacturers, while continuing down the path of growing exports in line with a burgeoning mining boom, which government infrastructure investments and policy settings helped to fuel. These contradictory goals of simultaneously expanding and contracting trade were shrewdly handled by John McEwen and his newly expanded Department of Trade and Industry. This was a ministry that gave him such great power and influence he preferred it to the Country Party leader’s traditional position as treasurer, which his successors have never recovered.


McEwen’s Country Party mindset arguably meant that, compared with his Liberal colleagues, he was more open to state intervention in the economy, and particularly the push towards a more ‘planned’ approach embodied in the Vernon Report. As explored by John Hawkins, this ‘most comprehensive examination of the Australian economy’ was another response to the temporary economic crisis that opened the decade, which due to its grand scale would not be completed until that crisis had long passed in May 1965. This belated delivery resulted in the report being promptly shelved, despite all the effort that went into producing it. This move was supported by McEwen’s great rival and free trade sympathiser Billy McMahon, and his journalistic ally Maxwell Newton. But it was much to the chagrin of those involved, and many other public commentators, leaving the report as the great ‘what if’ of Menzies’s final term.


A complementary chapter by Nicholas Brown, looking at the role of former leading public servant John Crawford as the driving force behind the report, offers some further insights into why the great undertaking was ultimately abandoned. Brown makes clear that despite being passed over as a choice to head the committee, Crawford consistently pushed to expand its scope far beyond what Menzies felt comfortable with. But perhaps the most intriguing revelation touched on in the chapter is that the report reflects a crucial state of flux, through which the economic ‘planners’ associated with Labor and socialism in the 1940s were gradually evolving into the economic ‘rationalists’ who would usher in the reforms of the 1980s. Both attitudes represented the same instinct to take a comprehensive approach to the economy, and both involved a degree of theorising that Menzies felt uneasy about.


Crawford’s rejection as committee head must have felt particularly brutal given that in a previous life at the Department of Trade, he had been one of ‘Menzies’s Boys’—the key public service mandarins, generally inherited from Chifley, with whom he developed a strong working relationship and for whom he had personal affection. James Walter’s chapter explores Menzies’s relationship with another of his ‘boys’, namely Allen Brown, who helped to transform the Prime Minister’s Department into a modern and independent policy-shaping apparatus. Walter demonstrates that while Menzies may have rejected excessive ‘planning’ and promptly abolished the Department of Post-War Reconstruction, he was happy to raid its talent to improve his capacity to achieve those ends he felt appropriate for governments to pursue. This newfound capability not only underpinned Menzies outdoing all his predecessors in terms of longevity and success, but was also one of the reasons why he felt he could dispense with unwanted external advice, like that embodied in Vernon.


Lest we conclude that the fate of the report reflected an overall reluctance to engage in economic reform, Selwyn Cornish’s chapter unpacks the Menzies government’s handling of a seemingly basic yet transformative innovation, in the introduction of decimal currency. This intuitive but costly and administratively complex reform made transactions easier to calculate, improving productivity on a nationwide basis, and smoothing over currency exchange and therefore trade with the rest of the world. Yet its economic impact has often been overlooked, in favour of the controversy surrounding the name. An initial choice of ‘Royal’ has generally been assumed to embody Menzies’s over-the-top imperial sentiment, and its rejection even suggested to have helped precipitate his retirement. Cornish’s comprehensive examination of the relevant Cabinet documents dispels this myth, by showing that there is no direct evidence that the ‘Royal’ was Menzies’s idea, or even that it had his strong backing. Instead, it embodied a reference too clever and niche for its own good, echoing the name of a ten shilling coin first minted in 1465—since the new currency would be worth ten shillings, or half of the existing pound.


Far from growing more stubborn and sentimental in his advancing years, Damien Freeman and Dean Smith’s chapter reveals a Menzies who was finally able to let go of his long-held reluctance to appoint an Australian as our governor-general. This was based on the notion that the position should been seen quite literally as the ‘King’s personal representative’, and therefore someone the monarch felt comfortable with and ideally knew personally. Yet in 1965, Menzies opted to appoint his former minister Richard Casey. This was the first time that a non-Labor leader had nominated an Australian for the post, setting a precedent that all prime ministers on both sides of politics would then follow (even Labor, under Curtin, had appointed an Englishman as late as the 1940s), and demonstrating that despite the apparent rigidity of the Australian Constitution compared with its ‘unwritten’ British counterpart, it was similarly able to evolve to reflect shifting needs and expectations.


During the Menzies era, that evolution shone through most clearly in the field of education, which was an issue of such personal passion for the prime minister that he was able to overlook his federalist objections to expanding Commonwealth control. The Commonwealth had first become heavily involved in university education in the form of offering assistance for military personnel to earn degrees during World War II. But it was under Menzies that this temporary wartime measure was expanded into a comprehensive system of merit-based Commonwealth Scholarships, which broadened access to higher education for those with the intelligence and drive to pursue it. Gwilym Croucher and James Waghorne’s chapter reveals the findings of a timely oral history project they have recently overseen, which sought to document the stories of scholarship recipients while the chance remains. Their interviews show how life changing the opportunity could prove, as well as giving numerous insights into campus life and the struggles the student experience often involved. This offers us a greater capacity to judge how university support has evolved, for better or for worse, over the intervening years. The scholarships are also notable as an area in which the Menzies government was actively facilitating the social change associated with the 1960s, not only by significantly increasing the proportion of people who attended university, but also by opening up opportunities for women and Indigenous Australians to do so.


Building on this, Lyndon Megarrity’s chapter explores how Menzies’s education reforms were based on the Liberal ideal of encouraging individual development, a humanist belief that education could help produce better and more enlightened citizens, and even a religious rejection of growing ‘materialism’. Yet the author finds a tension between these goals, and the ‘elitism’ of trying to preserve university education as the realm of a talented few, however meritocratically selected. Alongside an expanding number of universities, there was set up an alternative system of ‘Colleges of Advanced Education’ to cope with the scale of raised expectations of receiving a tertiary education. For Menzies, to make going to university truly universal, or to make it a homogonous and centrally directed experience, would be to destroy that which made it valuable in the first place. Megarrity finds a similar elitism in the offering of tax deductions for private schools, which he considers as compromising the Liberal ideal of choice, by favouring one particular choice over another.


But Anne Henderson’s chapter puts the latter in context, by unpacking the long history of the debate over ‘state aid’ for independent schools. The proponents of this believed that they were being forced, as Menzies put it in 1943, to ‘pay twice—once as taxpayers for the maintenance of the State schools, and the second time as parents for the maintenance of their children at Church schools’.9 When it came to Australia’s Catholic population, the members of which were often relatively poor but fervently convinced that public schools inculcated the values of an Anglo–Protestant majority, this system could prove genuinely regressive, leaving communities to rely on the unpaid work of religious orders to educate their children. With the post-war baby and immigration booms, which involved the arrival of many European Catholics, this system was at a breaking point when Menzies intervened with his landmark promise to fund both private and public schools in the building and provision of facilities to teach science, ahead of the 1963 election.


Henderson puts eloquently the classic interpretation that this decision played a central part in the Coalition picking up ten seats at that poll, and argues that its significance went far beyond the issue at hand, cutting through a Gordian knot of sectarian prejudice in a fashion that would lead rapidly to more comprehensive state aid schemes. She also adds the nuance that the Goulburn Catholic schools strike, which is popularly credited as being the instigator of the change, was far less consequential or effective than has been imagined. Credit was instead due, at least according to his own testimony, to BA Santamaria’s skilful application of the political pressure made available by Democratic Labor Party preferences. This resulted in Menzies changing his mind, not on the issue which he had long supported,10 but instead as to the idea that the federal government should become involved in yet another state matter.


Jennifer Clark makes an entirely contrasting argument, insisting that the decision to intervene specifically in the realm of science education was both deliberate and crucial. Her chapter contextualises this in the aftermath of Sputnik, which prompted a Cold War arms race of technological advancement in which Australia was falling far behind. The decision was also based on a model of independent philanthropy in the form of an ‘Industrial Fund’, backed by the chairman of CSR, which likewise sought to subsidise the building of science facilities and succeeded in catching Menzies’s attention. In a thoughtful and thorough exercise of revisionist history, Clark casts doubt over the alleged centrality of state aid to the 1963 federal election result and provides us with the added perspective that the scheme’s aim of providing funding ‘without discrimination’ referred not only to public or private, but also to the provision of science education in girls’ schools. This was a major step towards equality, at a time when an assumption that science was a male domain remained widespread.


The 1960s as a new frontier of science is a theme which also comes through strongly in Michael de Percy’s chapter on communications and Australia’s involvement in the space race. The 1960 agreement which Australia signed with the United States to assist in orbital tracking and communications created a need for the science-conscious graduates which the provision of high school facilities would help to provide. But de Percy makes clear that while the Menzies government was willing to invest heavily in things such as the CSIRO and new communications infrastructure, it adopted a philosophically conservative approach which aimed at fostering the conditions to facilitate innovation, rather than hubristically attempting to pre-empt or direct that innovation. A deliberate intermixing of public and private action was seen not only in the funding model for the famous Parkes Observatory, but also in the decision to allow commercial television stations to broadcast alongside the ABC. Since Labor supported an ABC-only model, this was arguably one of the most culturally significant decisions the Menzies government ever made.


The introduction of television, direct interstate calls and the COMPAC submarine cable all served to make both Australia and the world a smaller and more integrated place. In his chapter on tourism, Joshua Woodward makes clear that similar goals of eliminating parochial state divisions and ‘curing’ prejudice were front and centre of how Menzies viewed the value of travel, an industry that first grew to be an important segment of the Australian economy under his watch. While trips to Britain had been part of Australian political leadership since well before Federation, Menzies was arguably our first travelling PM in the modern sense. Having made the initial official state visits to Japan, India, Indonesia, and many other nations, he openly encouraged private citizens to broaden their horizons by doing likewise, articulating an idealistic view of the benefits of personal contact in lessening global frictions. If international travel could help create a greater sense of a global community, domestic travel could do something perhaps even more valuable, in making a national community a tangible reality. And it was under Menzies that the long-anticipated dream of a standardgauge railway between Sydney and Melbourne was finally realised in 1962. A Federation era goal, which had to wait until four years after Qantas had introduced regular ‘round-the-world’ flights.11


That Menzies had a strong idealistic streak is a recurring theme in several of the chapters in the volume, and something that marks him out as a distinctive leader, in a polity otherwise known for its utilitarianism.12 But it is difficult to think of any issue about which he was more idealistic or romantic than that of homeownership, which formed the central focus of his influential ‘The Forgotten People’ broadcast. David Furse-Robert’s chapter goes into detail on how the Menzies government succeeded in making the homeownership dream a widely lived reality, including both free market approaches such as lowering taxes on building materials, and state involvement in the form of a renegotiated Commonwealth State Housing Agreement. The transformation of this agreement from the ‘socialist’ goal of widespread public housing, towards selling government-built homes and subsidising privately built homes, clearly indicates that the landmark success of surpassing 70 per cent homeownership (from a starting point of 53 per cent) would never have been achieved were Labor in office.


Furse-Roberts does not shy away from highlighting that there were less successful aspects of Menzies’s housing policies, namely a late shift towards ‘demand side’ assistance in the form of the Home Savings Grant. But while future governments going further down this path may have exacerbated the subsequent explosion in house prices, this has occurred in large part because homeownership became such a ubiquitous part of Australian life that Labor had to abandon its previous opposition to ‘little capitalists’, and instead market itself increasingly towards the middle class and their aspirations. This was a fundamental change in the dynamics of Australian politics for which Menzies was at least partly responsible, and one that is still playing out today.


Indeed, the electoral consequences of homeownership as an issue were so significant that they warrant their own chapter, which is provided by Christopher Beer, in his fascinating localised study of the dynamics of the issue in Western Sydney. This was a crucial ‘frontier’ of Australia’s property-owning democracy, mostly because it was where large numbers of people with little capital could and would realise their aspirations of homeownership. But the rapid and ad hoc way in which they did so often led to a severe dearth of infrastructure, in which even proper plumbing could be a relatively rare luxury. The fact that these people frequently lived on the edge between working and middle classes, and the great shifts in population that could occur between elections, meant that the area was home to a great deal of electoral volatility. But equally this ‘mortgage belt’ had a distinctive ability to represent the overall national mood, and perhaps because of this it would produce two towering prime ministers, Paul Keating and John Howard, in what Beer describes somewhat comically as a ‘Canterbury–Bankstown ascendency’. The area was notably home to three of the ten seats Menzies would pick up in 1963, and its Liberal Party organisers seem to have been particularly attuned to the electoral opportunities represented by both state aid and a broader lessening of sectarian divisions.


The psychological impact for Labor supporters of the swing back towards the government after almost fourteen years in office must have been particularly disheartening. And something of its effect is captured in an enlightening vignette of a chapter by former Labor senator Stephen Loosely. He draws attention to the fact that much as Labor’s internal divisions had set the scene for the electoral devastation it endured in the 1950s, it was likewise an avoidable public relations blunder that contributed to at least the scale of the swing in 1963. While ‘state aid’ was an issue settled so decisively that the term itself has largely faded away, the ‘faceless men’ meeting in Canberra to decide Labor’s defence policy have forever earned themselves a place in the Australian political lexicon. Much like John Dedman’s denunciation of potential homeowners, the fact that the Labor Party machine would deliberately exclude the party leader and deputy from such a decision speaks to a pre-Whitlam ALP that is now very difficult for us to recognise. Loosely suggests that after so many setbacks, something approaching a sense of defeatism infected the party, such that they blew their chance to take office in 1969 because they never quite believed that they had a chance to win in one go; a two-election strategy was the best they hoped for.


That the infamous ‘faceless men’ incident revolved around a decision over whether to support an American signals base proposed for the North West Cape of Western Australia speaks to the fact that this was an era in which the ‘Khrushchev Thaw’ froze over and geopolitical concerns became central once again to political life. The Cuban Missile Crisis of 1962, Kennedy assassination of 1963 and Gulf of Tonkin incident in 1964 were events of such magnitude that they completely overshadowed Australian domestic politics. But for Australia’s strategic planners, the real threat emerged far closer to home in the form of an increasingly belligerent Indonesia.


‘Konfrontasi’, a confrontation between Indonesia and Malaysia which threatened to escalate into a full-blown war involving Australia, and did involve Australian servicemen participating in clandestine action against Indonesian troops, was the central geopolitical concern of Menzies’s final years in office. Yet, because it was handled well, and even deliberately downplayed by a government trying to do all that it could to maintain friendly diplomatic relations with its neighbour, it is virtually absent from the popular memory of the decade. Andrew Carr and Peter Dean’s chapter helps to overcome this absence, while also questioning a prevailing historical orthodoxy, which maintains that the Menzies era was the period of the ‘Forward Defence’ approach to Australia’s security. The term refers to an expeditionary mindset, in which Australia focused on trying to fight conflicts at a distance, before they could ever approach our shores, generally teaming up with the United States or Britain to do so. But Carr and Dean’s chapter reveals how America’s warnings that it would not intervene to defend us against anything short of an unprovoked and direct attack from Indonesia made Australia come to terms with the fact that we might have to defend ourselves on our own, setting in train a major reformation of the Australian Defence Force, the positive effects of which are still with us today.


Tom Lewis’s chapter takes this theme further, with a detailed examination of the procurement, production and capabilities of new military equipment and technologies secured under the Menzies government. In a series which has been heavily focused on political events, this deep dive into the realm of military history is something of a departure from the rest of the narrative, but one with great relevance to the concerns of the present. It is also an issue that Menzies and his colleagues had considerable experience with, given that he had had to oversee Australia’s rapid rearmament at the beginning of World War II, and was determined to ensure that our defence capabilities never fell so far behind the eight ball again. In the mid-1960s, defence spending as a percentage of GDP would rise to the highest levels it has ever reached since the war, but Lewis suggests that while this raw investment was crucial, another key secret of success was the responsible ministers with military experience, who were shrewd enough to make the right choices. Once again, defence acquisition is an area which shows a Menzies government that was by no means bound to sentiment, and instead willing to purchase equipment from the best seller, even if that meant a ‘traitorous’ departure from a tradition of British integration that was as old as the Royal Australian Navy itself.


A similar theme of accepting and even embracing changed circumstances is central to William Stoltz’s chapter on ‘managed decolonisation’. In the immediate aftermath of the war, Australia often supported efforts aimed at recolonising territories conquered by the Japanese, in part because the colonial powers had been our wartime allies, but also because we had historically always felt that our region would be safer and more stable with Western powers in charge. However, by the 1960s if not earlier, Australia had an epiphany of relative humility, realising from events that the West lacked the capacity to direct developments in the region to the extent that it had assumed it could. Stoltz documents that this realisation led to a pragmatic shift, where the new focus was on how to ‘manage’ decolonisation, warding off international criticism, while directing change down avenues more favourable to our strategic interests. In the case of the South Pacific Study Group, this was by coordinating between ourselves, America, Britain and New Zealand as territorial administrators, to ensure a gradualist pace of reform, which initially involved the granting of a status below sovereign independence. The underlying assumption being that any nation getting ahead of the pack would not only increase pressure on the others, but also that rapid transitions would precipitate internal and therefore regional instability.


The complex legacies of colonialism are an important theme for Sean Jacobs, who was himself born in the former Australian colony of Papua New Guinea, and whose chapter notes how Nelson Mandela could admire British ideals, while lamenting how seldom they had been practised in his own country. But Jacobs’s main argument is that Australia, when it comes to our British heritage, has been able to embrace the beneficial aspects, without being bound to the negatives, as exemplified by Menzies, who felt under no compulsion to ditch his British sentiment, because it did not inhibit him from pursuing Australian interests in the first place. Jacobs cites examples such as the Australia-Japan Commerce Agreement, the Colombo Plan and SEATO to suggest that Australia’s engagement with Asia was little impacted by lingering imperial ties. And in the case of the Commonwealth of Nations, it may have benefited from them, even if Menzies was ultimately unhappy with the results of an international grouping that was simultaneously looser than empire, yet felt free to condemn the domestic policies of member states. Jacobs concludes that Australia’s continued attachment to constitutional monarchy, the support for which has been not much affected by our increasing diversity, suggests that modern Australians are equally in no rush to throw the baby out with the bathwater, as Australian identity manages to evolve ‘relaxed and comfortably’, without the need for reactionary rejections of our past.


It is impossible to talk about decolonisation, Australian foreign policy and security concerns in this final chapter of the Menzies era without mentioning the Vietnam War—a topic that may even appear to be the elephant in the room this far into introducing the volume. But this speaks to the fact that not only was a large-scale commitment to the conflict one of Menzies’s last significant acts as prime minister, but also that the main controversy surrounding that commitment would not gather widespread momentum until years after he had retired. Lucas McLennan’s chapter offers a fresh perspective on why going to war in defence of South Vietnam was initially popular, by drawing attention to the diverse range of voices on the pro-war side of the argument, who have historically been marginalised in accounts of the period. The two most prominent are, once again, Santamaria, as the voice of conservative Catholic anti-communism, which in this case was further galvanised by the Diem regime’s association with the universal church; and, more surprisingly, the Indian philosopher and University of Melbourne academic Sibnarayan Ray. He was himself an anti-colonialist who framed the communist menace as a new manifestation of the colonial impulse, threatening the independent aspirations of Asian peoples. That the pro-war movement was firmly committed to furthering Australia’s engagement with Asia, developing networks spanning Australia’s university campuses, and engaging migrant communities, shows how even ostensibly ‘conservative’ forces were embracing the new landscape of the decade.


Frank Bongiorno and Matilda Hatcher’s chapter on the contemporary reaction to Menzies’s retirement further attests that Vietnam was not viewed as any major shadow cast over his legacy at the time of his emotive exit in January 1966. Instead, critics were more prone to question what he had achieved beyond his remarkable display of political endurance, and whether the prosperity he had overseen was really his own doing. But while the critiques by people such as Donald Horne are well known and did much to shape Menzies’s image for the remainder of the twentieth century, the chapter’s greatest insights revolve around letters sent by ordinary people, trying to make sense of what their prime minister had meant to them. After sixteen consecutive years at the helm, there were many who could scarcely remember a time before Menzies, and others whose memories allowed them to appreciate how rare the ‘good times’ were, and who were more than willing to give their leader full credit for them. There were likewise many with limited political knowledge, and even fewer resources, who thanked Menzies personally for whatever government beneficence had come their way. This leaves the impression of a father figure who had provided both literal and emotive security, and who elicited a considerable degree of pride. Overall, Bongiorno and Hatcher conclude that the letters and even much of the public commentary show a democratic polity in which trust in the political system and satisfaction with its outcomes were at levels that now seem sadly alien.


This long-term evolution of post-Menzian politics is the focus of the last chapter, where Charles Richardson gives a critical analysis of the philosophical legacy Menzies bequeathed to the Liberal Party. While the party was founded during a period of significant philosophical debate over the future of post-war Australia that produced enduring legacies such as the ‘Forgotten People’ broadcasts, it had matured in a period dubbed the ‘end of ideology’, in which a widespread Keynesian orthodoxy saw such contests become more subdued. This combined with a long tradition of dominance on the part of the parliamentary leaders of Australia’s non-Labor parties, argues Richardson, left the Liberals somewhat unprepared for the new ideological currents that were starting to ferment by the mid-1960s. While Menzies’s immediate successors tried to showcase their distinctiveness from him, they could do little to prevent the outbreak of a confused and intense form of factionalism. This was something that their more successful heirs, Malcolm Fraser and John Howard, attempted to subdue via a deliberate invocation of Menzies and self-conscious attempts to return to the glory days he represented. For Fraser this included trying to hold back the tide of economic reforms that Howard embraced and wanted pushed further. But the fact that Labor stole what should have been part of the Liberal cause, in implementing the economic liberalisation of the 1980s, left Howard to rely more explicitly on a social conservatism that Menzies embodied but had left somewhat implicit.


Finally and fittingly, the series concludes where it began, with some reflections from Geoffrey Blainey, whose academic output goes back so far that Menzies himself owned ten Blainey books. Blainey’s keynote address from the 2024 conference is included as a special appendix to the volume and is replete with personal anecdotes. This is as one might expect, given that not only has his storied career made recollection an artform, but also that his March 1930 birthdate meant that he was nine when Menzies first became prime minister, and thirty-six before he had an opportunity to vote in a federal election that did not involve Sir Robert. He is just one of generations of Australians whose lives have been and continue to be impacted by the ideals, leadership and legacy of our longest serving prime minister.





CHAPTER 1


MENZIES AND THE DUAL ECONOMY, 1961–66


David Lee1


A BOLISHING IMPORT CONTROLS in 1960 was a critically important economic decision because import controls had been the main instrument for protecting industry since 1952.2 But the end of import licensing in 1960 did not mean the end of protectionist arrangements for domestic industry. Protection of industry remained the settled policy of the Menzies government.3 It sought, moreover, to preserve preferential trade arrangements with the United Kingdom, and argued that Australia should receive differential treatment in international economic negotiations by virtue of occupying a ‘middle zone’ position between developed and developing countries. By other policies, however, the Menzies government encouraged a boom in mining, particularly in black coal, iron ore and bauxite/alumina, that boosted Australia’s international reserves and helped to orient its trade to the Asia-Pacific region.4 By the time of Menzies’s retirement in 1966, his government had been successful in finding markets in that region and developing internationally competitive industries to supply them. The legacy of Menzies’s economic policies was a dual economy consisting of a protected manufacturing industry catering for the domestic market, and efficient agricultural and mining industries producing for the international market and increasingly for the Asia-Pacific region. This dual economy continued to operate until the 1980s.5



The tariff system and the Department of Trade and Industry


In the wake of the end of import licensing in 1960, a balance of payments crisis was followed by ‘credit squeeze’ measures, instigated by the Treasury and Reserve Bank, that tipped the economy into recession. Unemployment reached a peak of 120,000 in January 1962 and the government was blamed for bankruptcies, loss of business and swelling unemployment. During this economic crisis, some industry groups even lamented the loss of protection afforded to them by import licensing while others criticised increasing imports from Japan. This was evidenced by a letter from Department of Trade official G Paul Phillips of 4 March 1960. Phillips referred to the ‘unsettling effect’ that the abolition of import licensing had had on some manufacturers, and their ensuing requests for emergency action under the safeguards provisions of the Commerce Agreement with Japan.6


In February 1962, Menzies set up a Cabinet subcommittee consisting of himself, Treasurer Harold Holt and Minister for Trade John McEwen. The subcommittee conferred with organisations such as the Associated Chamber of Manufacturers of Australia (ACMA), the Federal Chamber of Automotive Industries, the Australian Council of Trade Unions and representatives of primary industry. Tariff and industry protection featured prominently in the subcommittee’s efforts to foster economic recovery and boost the government’s political stocks.7 For his part, McEwen was strongly critical of the role played by the Treasury and Reserve Bank in the ‘credit squeeze’. This was evidenced by a letter to Menzies in October 1960. Lest unintended errors might result from Holt’s economic measures, he suggested to Menzies that the experience of his permanent secretary, Alan Westerman, ‘and his officers of the Industries Division of the Trade Department ought to be geared into the Treasury workout of particular applications in this field’.8 Menzies’s refusal to take up the suggestion made McEwen even more determined to strengthen industry protection through the tariff and emergency tariff protection.


After the 1961 election, McEwen received approval from Cabinet to establish a Special Advisory Authority (SAA) separate from the Tariff Board, which had been giving independent advice to governments since the 1920s. The criteria on which the SAA could grant emergency tariff protection included a fall in ‘domestic demand resulting from general economic circumstances’.9 Sir Frank Meere, the former comptroller-general of customs and a noted protectionist, was appointed to the position of special adviser and held it for the rest of the 1960s. This appointment was too much for the chairman of the Tariff Board, the economist Leslie Melville. Melville objected that the ‘criteria which [the minister] was proposing [for the SAA] may not always be reconcilable with the principles now guiding the board’.10 Melville resigned as chairman at the end of 1961.


In the following year, Menzies made a statement about the national framework of economic policy that should guide the work of the Tariff Board under its new chairman, Alf Rattigan. Economic policy, declared Menzies:




... includes the encouragement of population growth by substantial immigration. It recognizes that such encouragement is an important factor in the future planning of industry and commerce. It calls for a strong development of old and new natural resources, so that a growing population will be fully and usefully employed, and the resources themselves put to full use. It perceives that the achievement of these things will require, in a relatively new country like ours, the fullest possible generation and investment of capital at home, and the attraction of productive capital from abroad. And on top of, and conditioning all these things, it requires that there should be a constant and steady eye upon the costs of production, so that our great export primary industries will not be discouraged by ever-rising costs from attempting that still further enlargement of production on which our export future must continue to depend, and so that our secondary industries may increasingly be able to export to the world’s markets in competition with other industrial powers.11





In the meantime, Meere proved more sympathetic to the protectionist objectives of McEwen’s Department of Trade than did the Tariff Board. In his first year, he produced twenty-nine reports and all of them recommended higher levels of protection, and sometimes twice that of previous levels of protection.12 The Department of Trade found it particularly valuable to be able to circumvent the Tariff Board by referring an industry’s claims for protection back to Meere. Influenced by the protectionist ideas of senior trade officials Alan Westerman and Alan Carmody, the Department of Trade came increasingly to endorse manufacturers’ criticisms of the Tariff Board, partly because of the department’s functional responsibility for industry. But in contrast to import licensing, where the Department of Trade had fuller powers of decision, it had to share its power over tariffs with the Tariff Board. The Tariff Board under Rattigan, however, was yet to adopt the liberalising approach to tariff policy that put it on a collision course with protectionists in the Coalition governments that followed the government led by Menzies.13


Intensifying the desire of the Menzies government to strengthen its powers over protection was the decision of McEwen not to press to succeed Arthur Fadden as treasurer but to remain in the Trade portfolio. In the Coalition governments of the 1920s, 1940s and 1950s, the leader of the Country Party held the Treasury portfolio.14 Since becoming the minister for trade in 1956, though, McEwen recognised the political benefits of being responsible for secondary industry as well as for primary exporting industries. From the late 1950s, McEwen, the spokesman for farmers, also became an evangelist for industrial development and population growth.15


In 1963, McEwen and his senior officers reached the decision to strengthen the industry component of the department by including a reference to ‘industry’ in its name. To that end, the Department of Trade produced a paper for a suggested restructuring of the department just before the early election that Menzies called in 1963.16 Though it did not yet have ‘industry’ in its name, the Department of Trade had inherited functional responsibility for the manufacturing sector of the economy from the Department of National Development in 1956.


Four years later, in 1960, manufacturing employed over 1.1 million people, about 30 per cent of the workforce.17 This sector was responsible for a large proportion of the goods, equipment and services which maintained Australia’s standard of living and affected its rate of development, but it was largely dependent on domestic demand. This home demand, however, was greatly influenced by crosscurrents in world trade, particularly demand for wool and other staples.18 From the 1930s to the early 1960s, the Depression, World War II and import restrictions had largely insulated the manufacturing sector from overseas competition. With the lifting of import restrictions in February 1960, a large section of industry suddenly became more vulnerable to competition from overseas, and the importance of the tariff was heightened.


Before the election of 1963, the Department of Trade alerted the government to evident dissatisfaction by sections of secondary industry with the importance accorded to industry by the department. Some organisations, such as the Australian Industry Development Association, advocated the establishment of an entirely separate Department of Secondary Industry and in this objective were supported by the Australian Labor Party. Other organisations, such as ACMA and the Manufacturing Industry Advisory Committee, argued for greater weight being given to the industry section within the Department of Trade. Menzies and McEwen agreed with the second set of critics that trade and industry should be incorporated in one department, the Department of Trade. Having experienced the adverse reaction of some manufacturers after the abolition of import licensing in 1960, they were not keen to give them the firmer basis in the Commonwealth Public Service that a separate department would provide.


In his 1963 policy speech, Menzies stated:




What I want to do is refer to a criticism sometimes made, that while there is a Department of Primary Industry, there is none of Secondary Industry. The Trade Department is in fact concerned with tariff policies and trade treaties, and with the promotion of exports of secondary products, and maintains close contact with manufacturers. To make this clear, we propose to alter the name of the Department of ‘Trade’ to ‘Trade and Industry’, and to create within it a special Secondary Industry Section under a very senior and responsible official, working immediately under the Minister and Secretary of the Department.19





In 1964, McEwen’s department duly became the ‘Department of Trade and Industry’.20 It took another year for an Office of Secondary Industry (OSI) within the Department of Trade to be formally proclaimed in January 1966.21 McEwen and Westerman ultimately won the battle to have three deputy secretaries, with one of them heading the OSI.22 The OSI on its creation comprised two significant divisions: the Tariff and Imports Division and a Manufacturing Industries Division.23 Supported by an industry wing, the Department of Trade and Industry championed high rates of protection for domestic industry under governments led by Menzies and his successors, Harold Holt, John Gorton and William McMahon.


Britain’s decision to join the EEC, and McEwen’s ‘middle zone’


In 1961, the British government announced its intention to join the European Economic Community (EEC). The decision to apply was alarming to the Menzies government.24 If Britain were to be admitted to the Continental customs union, wool was unlikely to suffer, but other commodities, including wheat, dairy products, sugar, fruit and wine, would be substantially affected.25 This was partly because of loss of preferential treatment in the British market but also because of the establishment of ‘reverse preferences’ in favour of common market countries through the mechanism of the EEC’s Common Agricultural Policy.26 In 1961, the government saw Australia’s best course as obtaining a series of protocols, or some other device, to the Rome Treaty that had established the EEC. It was hoped that these would give agricultural exports from British Commonwealth countries access to the United Kingdom comparable with what was obtained under British imperial preferential arrangements. But they would probably only be in place for a limited period, perhaps five or ten years, in which British Commonwealth countries would be expected to adjust their economies.


On 22 August 1961, Cabinet decided that two committees should be established for the purposes of the Common Market negotiations. One was a Cabinet committee chaired by Menzies and consisting also of senior trade and economic ministers. The Cabinet committee met frequently and was constantly available to give directions and briefings on the course of the negotiations. The other committee was an inter-departmental one on which was represented the Prime Minister’s Department, the Department of External Affairs, the Department of Trade, the Department of National Development and the Department of Primary Industry. This latter committee was constantly operating and manned by the departments at a high level of seniority. Fortunately for the government, the French president, Charles De Gaulle, vetoed Britain’s application to join the EEC in January 1963.


In the meantime, to revive the General Agreement on Tariffs and Trade (GATT) as an instrument of trade liberalisation, the US president, John F Kennedy, proposed in 1962 a new approach to the next round of GATT negotiations. As allowed in the US Trade Expansion Act 1962, he proposed linear ‘across the board’ tariff cuts of up to 50 per cent as well as negotiations on non-tariff barriers to trade.27 In so proposing, Kennedy sought to move the GATT away from productby-product negotiations, which had benefited some industry sectors but not others and slowed the pace of trade liberalisation overall in the 1950s. On Kennedy’s initiative, trade ministers of GATT member countries agreed to meet in Geneva in May 1963 to plan for the launch of what became known as the ‘Kennedy Round’ of multilateral trade negotiations in 1964.28


Menzies and McEwen were heartened that Kennedy had agreed to put agriculture, the main component of Australia’s overseas trade, on the GATT’s agenda. Despite this concession, the government adopted a defensive attitude to the new round of negotiations. This was in large part because of the political importance that the tariff had gained after the end of import licensing, and the government’s concern to protect what remained of imperial preferential trade under the United Kingdom Australia Trade Agreement that the government had re-negotiated in 1956.


Menzies and McEwen developed two main arguments in response to the US proposals for the new round of multilateral trade negotiations.29 They argued that linear tariff reductions across the board were unlikely to benefit Australia because most of Australia’s exports were primary products, and agricultural trade remained a highly protected component of world trade. While some of Australia’s agricultural exports entered foreign markets duty-free, they were subject to nontariff barriers such as variable levies, quotas or embargoes.


The second major argument was that Australia was still in an ‘intermediate’ stage of development and forced to rely on tariffs to promote industrial diversification and growth. As McEwen advised members of the Kennedy administration, ‘[t]o cut our tariffs across-the-board was not only an impossibility because these were tailor-made to give adequate protection and yet at the same time permit reasonable competition from imports—but it would make the tariff no longer an instrument of development’.30


In May 1963, McEwen informed the British government that he preferred the ‘known’ trade advantages under the bilateral trade treaty with the United Kingdom to the ‘unknown’ result of a new round of multilateral trade negotiations. Although McEwen wanted to press ahead with long-term arrangements for the renewal of the bilateral trade agreement with the United Kingdom, the British government decided to join the multilateral trade negotiations of the Kennedy Round. Britain accepted that this might mean negotiating away some of the preferential trade advantages that Australia enjoyed in the British market.


In these circumstances, Australia had no alternative than to participate in the multilateral trade negotiations as well. The Menzies government was determined, nonetheless, not to agree to linear tariff cuts. In May 1963, McEwen and officials were successful in obtaining acceptance by the GATT that countries like Australia that depended on exports of primary products would not be able to secure an adequate balance of advantages by making linear cuts to its industrial tariff. As McEwen later recalled, this was ‘only after I had put up one of the biggest fights of my experience in international negotiations ...’31 He eventually secured the GATT’s agreement that Australia could look for advantages in its agricultural trade, which would be ‘paid for’ by concessions in its industrial tariff.32 The Kennedy Round would not be finalised until the late 1960s after Menzies’s retirement.


In the meantime, the government also used the ‘intermediate’ stage or ‘middle zone’ concept in the United Nations Conference on Trade and Development (UNCTAD) as well as in the GATT. The former was an intergovernmental organisation established by the United Nations General Assembly in 1964 to promote the interests of developing countries in world trade, and reporting to the UN General Assembly and the United Nations Economic and Social Council. Its goals were to ‘maximize the trade, investment and development opportunities of developing countries and assist them in their efforts to integrate into the world economy on an equitable basis’. Its first secretary-general was Raúl Prebisch, an Argentine economist who had set out to criticise the theory of comparative advantage developed in the early nineteenth century by political economist David Ricardo.


To counter all benefits of technology and international trade accruing to the centre, some economists recommended measures of import-substituting industrialisation in the periphery via protectionist measures. Prebisch himself criticised protectionism, especially the form practised by Juan Perón in Argentina in the 1950s, but proposed industrialisation and cooperation, including through trade between developing countries. McEwen expressed considerable sympathy for UNCTAD and its director-general, stating that:




Australia with a small population of 11 millions has a high living standard and has made progress in industrialization. However we face many of the problems of developing countries which need to be dealt with at this conference. It is sufficient to mention our dependence on primary commodities for the bulk of our foreign exchange, our very large payments in invisible items, our imports of capital, our small exports of manufactures and our continuing industrialization ... This, we feel, places us in something of a midway position between the developed and developing countries.33





The idea of Australia occupying a ‘middle zone’ was elaborated on by Australian representatives in both GATT and UNCTAD in the first half of the 1960s.34 According to the middle zone concept, while Australia had made considerable industrial progress, it was not industrialised in the normal UNCTAD/GATT sense because its industry had not developed to the stage where it could export a significant proportion of manufactured goods. In 1961, for example, only 14 per cent of the value of Australia’s exports was manufactured and primary products constituted 90 per cent of export earnings.35 Similarly, while the terms of trade of the developed areas of the world had improved since the mid-1950s, Australia’s terms of trade had deteriorated by 24 per cent between 1954–55 and 1961–62. Its important exports were often those of developing countries and not competitive with the exports of industrialised countries.36


Export incentives, the mining boom and the Asian market


The end of import licensing and the balance of payments crisis in 1960–61 made it clear that the government had to take significant steps to promote exports. During the crisis, a committee was established to examine all ways of expanding exports. Chaired by Menzies, it included the treasurer, Harold Holt; McEwen; Bill Spooner, minister for national development; William McMahon, minister for labour and national service; and Charles Adermann, minister for primary industry. The task of the committee was to develop positive steps to improve the balance of payments position. A committee of permanent heads paralleled the work of the ministerial committee. The main ideas that came out of this process included exporting more steel; making overseas sales of iron ore and coal; encouraging inland tourism; removing restrictions on overseas firms operating in Australia; and amending the Export Payments Insurance Corporations Act 1956, to allow enhanced export insurance for major items of export considered to be in the ‘national interest’.


Five years after the creation of the Export Payments Insurance Corporation, in January 1961, the Menzies government initiated an export drive as part of the strategy to recover from the recession following the credit squeeze. Trade Department initiatives that emerged from this strategy were the Export Market Development Allowance (EMDA) and the Pay-roll Tax Rebate (PRT) schemes to give direct assistance to exporters. The aim was to trigger an increase in exports in which manufacturing industry must play a greater part.37 The EMDA encouraged exports by permitting double deduction of allowable income tax expenditure for tax purposes, while the PRT allowed for a rebate of payroll tax for costs incurred in increasing export sales. Both schemes applied to exports sold overseas and to all those exporters who incurred a sufficient tax liability.38 In 1968, the EMDA was replaced by a tax rebate system, and in 1971, the PRT was replaced by the Export Incentive Grants scheme, when payroll tax was transferred from the Commonwealth to the states.39


In the first half of the 1960s, the most promising line of new exports turned out to come not from the manufacturing industry but from an unexpected direction: the mining industry, a sector of the economy which, with a few exceptions, had been in the doldrums since the 1930s.40 Responsibility for mining industries was divided between the Department of Trade (responsible for exports) and the Department of National Development (responsible for the mining industries).


The Department of National Development under Bill Spooner, and then David Fairbairn, and the Department of Trade under McEwen played an important role in the evolution and growth of two of the export industries identified by the ministerial committee set up to promote exports during the 1960–61 balance of payment crisis. These were the iron ore and coal industries. A third, not listed by the committee, was bauxite—the mineral used to manufacture alumina and aluminium—which became the third pillar of the renewal of Australia’s mining sector in the 1960s.


After relaxing the iron ore embargo in December 1960, the Menzies government retained a supervisory role for the Commonwealth over the emerging iron ore export industry, which would in time become one of the most dynamic industries in the Australian economy.41 The Western Australian government was responsible for mining leases that set out the role to be played by private companies in building infrastructure for mine workers, railways and ports in the state. But the Commonwealth, through the Department of National Development, insisted on granting licences to companies that aspired to export the iron ore. Federal export licensing of iron ore exports was retained partly to guard against Japanese companies gaining equity in the Australian–British–American mining consortiums that formed to mine the iron ore in the Pilbara. Another purpose of licensing was to ensure that the iron ore was not sold too cheaply to Japan. In 1965, Menzies was called upon to adjudicate a Cabinet debate about an export deal submitted by the Mount Newman Mining Company, in which one of the consortium members was Australia’s Colonial Sugar Refining Company (CSR) led by Sir James Vernon, chairman of the Committee of Economic Inquiry (1963–65). Menzies angered Mount Newman’s main competitor, the British- and American-owned Hamersley Iron, by persuading Cabinet to approve a price for Mount Newman ore that it thought unduly lowered the price of Australian iron ore. He further irritated that company when the Cabinet vetoed a deal that Hamersley later negotiated to compete with the Mount Newman price.42


The Menzies government collaborated with the New South Wales and Queensland governments to revamp coal-loading facilities in the main coal ports, Newcastle, Port Kembla, Balmain and Gladstone.43 The improvement in infrastructure enabled New South Wales companies to begin what soon came to be a thriving trade in black coking coal between Australia and Japan. The example of New South Wales in pioneering the Anglo–Japanese coal trade was quickly followed by Queensland. The first coking coal exporting operation in Queensland was developed by Thiess Brothers in the Kianga/Moura area. Thiess Brothers duly entered a partnership with US company Peabody and Japanese company Mitsui to form Thiess/Peabody/Mitsui (TPC), to mine the coal deposits in the Kianga/Moura area. The suggested model for Thiess would be replicated by US company Utah Construction and Mining Company, when it formed a partnership with Mitsubishi to establish the Central Queensland Coal Associates, which became the dominant company mining coal in Queensland’s Bowen Basin in the 1960s and 1970s.44


The Menzies government also helped to develop an Australian industry based on bauxite, alumina and later aluminium. Before World War II, Australia was so deficient in bauxite that Prime Minister John Curtin set up an Australian Aluminium Production Commission, with a refinery at Bell Bay, to manufacture aluminium from imported bauxite using Tasmania’s hydro-electric power. With the 1950s came discoveries of world-class bauxite deposits in Weipa in Queensland and Gove in the Northern Territory, and new industrial techniques that enabled known bauxite deposits in Western Australia to be used to manufacture alumina.45


In 1960, consistent with its private enterprise philosophy, the Menzies government finalised the sale of the Bell Bay operation to Comalco, a partnership between the Commonwealth Aluminium Corporation Pty Ltd and the British Aluminium Company. The sale helped Comalco, which later became subsumed by the Rio Tinto Zinc Corporation, to mine the bauxite at Weipa and refine it in Queensland to make alumina, and in Bell Bay and New Zealand to manufacture aluminium metal.46 The Menzies government also managed mining leases at Gove in a way that ensured Australian companies, principally CSR, would be an equal party in an Australian–Swiss bauxite/alumina operation at Gove.47 The Commonwealth government played a lesser role in the establishment of Alcoa of Australia, which mined bauxite in Australia and refined it in Western Australia and Victoria.


In the period from 1961 to 1966, Australia was transformed from a country that predominantly exported rural products, into one in which mining exports, led by coal, iron ore and bauxite, were of growing importance and would surpass the value of rural exports within about a decade. The rediscovery of Australia’s mining potential in the first half of the 1960s helped it to make the transition from the managed and controlled economy of the 1950s to the more open and liberalised economy of the 1960s.


In the 1960s, the relationships of Australia with Britain and Japan experienced an astonishing reversal. In 1963, negotiations between Australia and Japan led to a new trade agreement. This removed Australia’s right to discriminate against Japanese imports and completely normalised trading relations, albeit that imports of British manufactured goods still received preferential entry under the Australian tariff.48 Three years later, Japan was Australia’s largest export market. Comparison of the relative position of Britain and Japan is instructive. In 1950–51, Britain’s share of Australia’s exports was 33 per cent and Japan’s only 6 per cent. But by 1973–74, the positions had reversed, with Japan taking 31 per cent and Britain 7 per cent.49 One of the legacies of Menzies’s economic policies was a protected industrial sector producing for domestic consumers. The other was the transformation of the economy by mining and the concomitant development of economic relationships with countries in the Asia-Pacific region.





CHAPTER 2


MENZIES AND THE VERNON REPORT


John Hawkins1


AS PRIME MINISTER, Robert Menzies commissioned the Vernon Report, the most comprehensive examination of the Australian economy, and appointed the members of the committee. But when it reported, he was dismissive and it then faded into obscurity. Did the report fail to meet his hopes for it, or was he never really that interested in the first place?


Origins


The Committee of Economic Inquiry was announced by Menzies on 17 October 1962. The Menzies government had come close to losing the December 1961 election, following the ‘credit squeeze’. This followed criticism of ‘stop-go’ economic management through the 1950s, prompting an interest in examining (or at least being seen to be examining) how economic management might be improved. It was also a period when many academics, not just those on the left, were arguing for economic planning. The distinguished economist Douglas Copland, who aspired to be a Liberal MP, commented ‘what is needed is an overall long-term plan under which the necessary resources for growth in the economy as a whole could be estimated and provision be made to ensure that they would be available’. Indeed, Heinz Arndt claimed ‘everyone in Australia—except the government and its official advisers—seems to be in favour of some form of long-term national economic planning’.


Planning had also become more prominent overseas. The conservative Macmillan government in the United Kingdom established the National Economic Development Council (known as ‘Neddy’) in 1962. The French government had gone further with indicative plans, referred to as ‘dirigisme’. Another inspiration may have been Canada’s royal commission on economic prospects, held in 1955–58. Menzies commented that his government felt ‘under considerable pressure’ in 1962 for a new inquiry into tariffs, an update of the famous Brigden Report of 1929.


Former Treasury secretary John Stone has claimed that the committee was designed to placate Country Party leader ‘Black Jack’ McEwen. The Country Party had come out of the 1961 election in a stronger position within the Coalition. Peter Karmel thought the inquiry had been proposed to direct attention from the early 1960s recession.


Initially, Menzies appeared ‘quite enthusiastic’ about the inquiry. There was, however, never any enthusiasm for it within Treasury.2 In particular, Treasury had already publicly set out the department’s disdain for any notion of formal economic planning.


William McMahon, one of the few members with an economics degree, and a future treasurer (then the minister for labour), was opposed to the inquiry. He drafted, but did not send, a letter in January 1962, in which he suggested he should have been appointed to the committee and criticised it as likely to lack sufficient expertise.


In a remark given insufficient attention, Menzies commented when announcing the inquiry, ‘what we all need is light upon possibilities rather than guidance upon how to go about achieving this or that objective’.


It took four months for the government to select suitable persons to lead the inquiry. Menzies’s preference for chair, possibly just to please McEwen, had been Sir John Crawford, who is discussed in detail in Nicholas Brown’s chapter. Treasury Secretary Roland Wilson, however, argued against appointing Crawford as chair, and Cabinet was not keen on the committee being headed by a (former) public servant. Despite his misgivings about an ‘obstructive’ Treasury, Crawford was made vice-chair.


In 1963, Menzies announced that the committee would be chaired by Dr James Vernon, managing director of the Colonial Sugar Refining Company, an industrial chemist by training, after whose name its report is most commonly known. The three other members were Peter Karmel, an economics professor at the University of Adelaide; Ken Myer, managing director of the eponymous department store; and businessman Dudley Molesworth, who had been a member of the Commonwealth Committee on Taxation in 1960–61. Vernon had told Menzies he wanted Crawford on the committee and also suggested Karmel as a member.


Crawford was generally regarded as the most active member. He was assisted by ANU academic David Bensusan-Butt. The 20-strong secretariat was headed by Dr Frank Horner, a senior official from the Commonwealth Bureau of Census and Statistics, with a doctorate from the London School of Economics. The secretariat did most of the drafting, with Horner taking the lead on statistical matters, and Bill McCasker, a Treasury secondee, taking the lead on policy matters.


The government announced the, very lengthy, terms of reference on 13 February 1963. They covered almost every aspect of the economy. Menzies had initially thought that the inquiry would take ‘several months’. This proved a considerable underestimate. When asked in parliament about the time the committee was taking, Menzies defended it as ‘not a catchpenny inquiry’.


The inquiry cost £150,000. The chair was paid £1250 per year and the other members £1000 plus travelling expenses. It commissioned sixteen papers from eminent economists, interviewed around sixty prominent people, held meetings with over sixty organisations and departments in every state, and received a vast amount of written material (all listed in Appendix P of the report).


The contents of the report


The report was about a million words long. Volume I had seventeen chapters based on the terms of reference. Volume II contained appendices with much more detail.


It started with an economic history of Australia since World War II. Three recessions were identified—1952–53, 1956–57 and 1961–62—but it was noted that by pre-war standards, unemployment never rose very high. The Keynesian policy response was also noted: ‘as soon as it [unemployment] began to increase to any significant extent, expansionary measures were taken by the government to stimulate spending’ (Vernon Report, paragraph 1.8). The report explained that since the war, ‘governments have been expected to accept responsibility over a much wider area of economic affairs’ and ‘the Keynesian revolution’ provided an understanding of how to do so (VR 1.10).


The committee saw economic growth as a national priority, ‘the means of raising living standards and of promoting national security’ (VR 2.5). But to treat it as some kind of international competition would be to ‘confuse shadow with substance’ (VR 2.4, 2.5). Recognising that ‘economic growth, although important, is not all-important’ (VR 2.7), the committee looked at more than just GDP per capita when assessing the ‘standard of living’ (VR 2.6, 2.7, 2.13, 2.14, 2.35, 6.19–6.48, 17.94, E.2, E.3). In this, they were ahead of their time, making points that would be developed in ‘wellbeing statements’, such as Measuring What Matters, in recent years.


A 5 per cent growth rate for real GDP for the coming decade was regarded as ‘possible, but ... very considerable effort will be required to achieve it’ (VR 2.22). The growth number was derived by considering past growth rates, such as the 4 per cent over 1948–49 to 1962–63, and considering the impact of removing constraints on it (VR 1.22, 2.22). One possible constraint was the balance of payments, a perennial concern at the time.


The 5 per cent growth rate, by coincidence or otherwise, corresponded to the 25 per cent growth over five years in real GDP promised by Menzies in his most recent election policy speech. Frank Crean pointed out that Labor at that time also believed the economy could grow at a rate of 5 per cent. ‘Growthmanship’ was then a bipartisan position.


The report showed a possible composition of a 5 per cent growth rate out to 1974–75, drawing on the macroeconometric model of the Australian economy developed by John Nevile, a consultant to the committee. At this time, the budget documents only looked one year ahead. So these numbers were, in a sense, a precursor to the Intergenerational Reports which have been produced every few years since 2002.


There was some debate about whether they were extrapolations, conditional projections, forecasts, aspirations or targets. The committee themselves referred to them as ‘projections based on the continuation of the underlying trends of the past decade, interpreted and adjusted in the light of known relevant factors’ (VR N.2) and ‘in no sense forecasts’ (VR N.5).


The projections assumed net immigration of 100,000 people per year, that the unemployment rate stayed around 1 per cent, and that productivity (they distinguished between productivity in four industry groups: rural, mining, manufacturing and other) and the labour force participation rate followed recent trends. The 5 per cent growth was split between 2.7 per cent growth in the workforce and 2.3 per cent growth in labour productivity (VR N.10).


The 5 per cent growth rate was not projected on the usual ‘no policy change’ assumption used by Treasury forecasters today. Rather, the committee explicitly warned that it was not likely to be maintained ‘in the absence of policies specifically directed towards removing the various constraints’ (VR N.53). These policy changes could include greater reliance on capital inflow, further import replacement, more immigration, more capital expenditure, a higher rate of saving, greater efficiency in the use of resources and more exports (VR N.53). This would be necessary were inflationary and balance of payments difficulties to be avoided (VR 9.68).


The projections are compared with outcomes up to 1973–74 (so as not to expect the committee to have forecast the OPEC oil crisis and subsequent global economic slowdown). The projections for GDP, employment and productivity are (surprisingly) quite good. They missed the resources boom of the late 1960s and early 1970s, and so were therefore too pessimistic about the outlook for the balance of payments. But the committee had largely relied on the Bureau of Mineral Resources, the experts in the area. The impact on GDP forecasts was, however, offset by also underestimating the growth in imports.


Table 1: Baseline projections in Vernon Report and outcomes


[image: image]


Sources: author calculations based on VR (N.10–11, N.18, N.24) and Butlin (1977)


The committee optimistically defined full employment as an unemployment rate of 1 to 1.5 per cent (VR 2.29, 17.17). Not since 1971 has the unemployment rate been that low. The low point in recent decades has been 3.3 per cent in late 2022.


In discussing the balance of payments, it was argued that ‘external viability is a notion akin to personal solvency’ (VR 2.37), although the committee warned that ‘this analogy should be treated with caution’ (VR 2.38). They assumed that the exchange rate was fixed, or at least pegged. At no stage did they discuss floating the exchange rate.


The committee interpreted the goal of ‘price stability’ to mean ‘the avoidance or minimization of inflation’ (VR 2.43) but did not place any number on the maximum tolerable inflation. They wanted the Arbitration Commission to ‘lay much greater emphasis on price stability’ (VR 7.62, 7.109, 7.114, 17.25), which in practice would involve tying wage increases more closely to productivity (VR 7.101).


The committee commented ‘while there may be some level of unemployment, probably greater than that experienced in Australia in the past fifteen years, which would eliminate internal pressure on prices, we utterly reject the notion that the contriving of such a level would be a proper means of securing price stability’ (VR 2.78).


They were agnostic on the impact of immigration on productivity. On the one hand, it may allow economies of scale and specialisation, and migrants bring with them their embedded human capital. On the other, it requires more investment in capital equipment, housing and schools to maintain these in per capita terms (VR 2.82–2.85, 4.9, 4.10, 5.7, 5.16, 5.17).


The committee opined that ‘fiscal policy is, perhaps, the most powerful weapon of policy to influence aggregate spending and, thus, the level of economic activity’ (2.51). By contrast, they saw monetary policy as less important. ‘Changes in lending rates, unless they are large, are not, perhaps, very likely to have much effect on expenditure when the economy is in a phase of marked expansion or contraction’ (VR 10.64). They regarded increased flexibility of interest rates as desirable (VR 10.65), but they did not canvass the idea of deregulating the financial system.

OEBPS/images/p35-1.jpg
(Average annual

1953-54 to VR projection

Actual

percentage change) 196263 1962-63to  1962-63 to
197475 1973-74
Real GNP (GDP for actual) 41 50 5.4
Employment 17 27 2.6
Labour productivity 23 23 27
Real GNP components
Private consumption 5.0 5.4
Private investment 5.6 6.0
Exports 3.9 6.8
Imports 60 8.1






OEBPS/images/copy.jpg
A catalogue record for this
book is available from the
NBIARY  National Library of Australia





OEBPS/images/title.jpg
THE

MENZIES

LEGACY

Ideals, Change, Procession, 1960s and Beyond

Edited by
ZACHARY GORMAN

ROBERT MENZIES INSTITUTE

E MELBOURNE
UNIVERSITY
PRESS





OEBPS/images/cover.jpg
THE

MENZIES

LEGAQY

Ideals, Ch

OREWORD BY SIR PETER COSGROVE





