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LETTER FROM DON DUN5TAN. 

The Labor Government has now been in office for 

some three months and we are getting in our stride 

with a wide-ranging programme of legislation. But 

I think that there would now be very few people in 

South Australia who did not know about the State's 

real economic and industrial disabilities - the 

way our economy is tied to the production of motor 

cars and consumer goods like washing machines and 

refrigerators - how when through pressures in. 

Canberra or the Eastern 5tates we can suffer here 

because people stop buying our goods elsewhere. 

The Government believes that one of its most 

important tasks is to encourage a diversification 

of industry and employment in South Australia 

so that the total economy of the State is not 

strangled when Canberra pulls the purse strings. 

This is of course a vital matter for the members of 

the V.B.U. We depend on the motor car industry 

enormously. 71 per cent of our industry and 

employment is in motor cars and home appliances, 

or in the supply industries to them, and 85 per cent 

of the products of these industries are sold in the 

Eastern markets. Any action which is taken to cut down 

the market for motor cars and home appliances affects 

employment in South Australia more than it does in any 

other State. 

Earlier this year the Commonwealth Government took 

action to cut down the market for these goods by 

credit restrictions. In consequence I wrote to 
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Mr. Gorton on the 19th June and I quote the section 

of my letter referring to the situation which his 

credit restrictions policies were producing: 

"Motor Industry. 

At least a 10 per cent fall in new vehicle 

registrations on a daily basis has already occurred 

in New South Wales comparing May with April. After 

waiting a few weeks to see whether their fears 

regarding the finance squeeze were justified, 

Chrysler Australia Ltd. early in June cut their 

production schedule by roughly the same proportion 

as the fall in the daily total market rate and 

have retrenched 150 men, while the future of many 

more jobs is in jeopardy. General Motors-Holden's 

hope to be able to let wastage through retirements, 

etc. allow them to avoid retrenchments but whether 

they will succeed will depend on the depth of the 

current market slowdown and its duration. In any 

case, growth in the Elizabeth area where so many 

migrants are housed will be checked at a time when 

your Government is announcing a drive to attract 

more migrants. I am mentioning the motor industry 

in particular because the two manufacturers mentioned 

in May were employing over 18,000 people and an 

estimated further 9,000 were employed in this State 

providing components and spare parts. Reduced 

employment in the two big companies will almost 

certainly be quickly followed by retrenchments in 

the components' suppliers as orders placed on them 

are cut back. These totals are very significant 

in a manufacturing employment total of approximately 

130,000 in the State. 
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3. 
Reasons for Market Drop, 

The major reason for the lower level of 

new vehicle sales is the tightness of money and 

interest rates at the highest level for many 

decades. Typically, whereas over recent years only 

a 10 per cent deposit was required for purchase of a 

new car, a 25 per cent or even higher deposit is now 

insisted upon by finance companies. It is reported 

that the length of time allowed for repayment has 

been cut from 48 months to 36 months. 

For used cars an even more Draconian policy 

has been applied in order to correct the extreme lack 

of liquidity of the finance companies.. Floor plan 

limits on dealers' total outstandings are now being 

rigidly enforced whereas in the buoyant period 

last year and early in 1970 some dealers were' 

allowed to be 50 per cent over their agreed limit. 

A slow down in used sales usually precedes 

and makes necessary a fall-off in new sales. Motor 

dealers who were overstocked with used and new 

vehicles find it difficult to trade successfully 

as they are short of the finds needed to accept 

trade-ins which are usually involved whether they 

are making a new or used vehicle sale. 

Not only has dealer profitability shrunk seriously, 

so affecting their ability to clinch new car deals by 

offering attractive propositions to customers, but once 

an atmosphere of uncertainty becomes established in 

the vehicle market, it tends to reinforce itself. 

This is because buyers hesitate to commit themselves 

to major purchases such as a new car when the'y read 

of sales difficulties or retrenchments occurring in 

the industry. This buying caution is accentuated if, 
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4. 
as is now happening, the interest burden on car 

purchase has risen, higher deposits are being required 

and shorter repayment periods introduced. The 

weekly or monthly payment can be forced too high 

for some would-be purchasers," 

I followed this up by pointing out very 

strongly at the Premiers' Conference in June that 

the market for our goods would be further cut if 

there were increases in sales taxes. 

The Prime Minister has ignored all our 

pleas that credit restrictions be ceased. The 

Federal Budget has increased sales taxes on motor 

cars and many home appliances. If this produces 

a cut back in employment in these areas in 

South Australia there will be one group of 

people alone responsible - the present Commonwealth 

Government. The actions it has taken have not 

only been in defiance of the pleas of the South 

Australian Government, but of the motor car industry 

as a whole and your union in particular. 

DON DUN5TAN. 
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Economic 
and 

Industrial Disabilities 
LETTER FROM PREMIER DON DUNSTAN 

The Labor Government lias now 
been in office for some three months and 
we are getting- in our stride with a wide-
ranging programme of legislation. But 
I think that there would now be very 
few people in South Australia who did 
not know about the State's real econo-
mic and industrial disabilities — the 
way our economy is tied to the produc-
tion of motor cars and consumer goods 
like washing machines and refrigerators 
— how when through pressures in Can-

berra or the Eastern States we can suffer here because people 
stop buying our goods elsewhere. The Government believes 
that one of its most important tasks is to encourage a diversi-
fication of industry and employment in South Australia so 
that the total economy of the State is not strangled when 
Canberra pulls the purse strings. 

This is of course a vital matter for the members of the 
Y.B.U. We depend on the motor car industry enormously. 
71 per cent of our industry and employment is in motor cars 
and home appliances, or in the supply industries to them, and 
85 per cent of the products of these industries are sold in the 
Eastern markets. Any action which is taken to cut down the 
market for motor cars and home appliances affects employ-
ment in South Australia more than it does in any other State. 

Earlier this year the Commonwealth Government took 
action to cut down the market for these goods by credit 
restrictions. In consequence I wrote to Mr. Gorton 011 the 19tli 
June and I quote the section of my letter referring to the 
situation which his credit restrictions policies were producing: 
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"MOTOR INDUSTRY 
At least a 10 per cent fall in new vehicle registrations on 

a daily basis has already occurred in New South Wales com-
paring May with April. After waiting a few weeks to see 
whether their fears regarding the finance squeeze were 
justified Chrysler Australia Ltd. early in June cut their pro-
duction schedule by roughly the same proportion as the fall 
in the daily total market rate and have retrenched 150 men, 
while the future of many more jobs is in jeopardy. General 
Motors-Holden's hope to be able to let wastage through retire-
ments, etc. allow them to avoid retrenchments but whether 
they will succeed will depend on the depth of the current 
market slowdown and its duration. In any case, growth in the 
Elizabeth area where so many migrants are boused will be 
checked at a time when your Government is announcing a 
drive to attract more migrants. I am mentioning the motor 
industry in particular because the two manufacturers men-
tioned in May were employing over 18,000 people and an 
estimated fur ther 9,000 were employed in this State providing 
components and spare parts. Reduced employment in the two 
big companies will almost certainly be quickly followed by 
retrenchments in the components' suppliers as orders placed 
on them are cut back. These totals are very significant in a 
manufacturing employment total of approximately 130,000 in 
the State. 

REASONS FOR MARKET D R O P 
The major reason for the lower level of new vehicle sales 

is the tightness of money and interest rates at the highest 
level for many decades. Typically, whereas over recent years 
only a 10 per cent deposit was required for purchase of a new 
car, a 25 per cent or even higher deposit is now insisted upon 
by finance companies. I t is reported that the length of time 
allowed for repayment has been cut from 48 months to 36 
months. 

For used cars an even more Draconian policy has been 
applied in order to correct the extreme lack of liquidity of the 
finance companies. Floor plan limits on dealers' total out-
standings are now being . rigidly enforced whereas in the 
buoyant period last year and early in 1970 some dealers were 
allowed to be 50 per cent over their agreed limit. 
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A slow down in used sales usually precedes and makes 
necessary a fall-off: in new sales. Motor dealers who were 
overstocked with used and new vehicles find it difficult to trade 
successfully as they are short of the funds needed to accept 
trade-ins which are usually involved whether they are making 
a new or used vehicle sale. 

Not only has dealer profitability shrunk seriously, so 
affecting their ability to clinch new car deals by offering 
attractive propositions to customers, but once an atmosphere 
of uncertainty becomes established in the vehicle market, it 
tends to reinforce itself. This is because buyers hesitate to 
commit themselves to major purchases such as a new car 
when they read of sales difficulties or retrenchments occurring 
in the industry. This buying caution is accentuated if, as is 
now happening, the interest burden on car purchase has 
risen, higher deposits are being required and shorter repay-
ment periods introduced. The weekly or monthly payments 
can be forced too high for some would-be purchasers." 

I followed this up by pointing out very strongly at the 
Premiers' Conference in June that the market for our goods 
would be fur ther cut if there were increases in sales taxes. 

The Prime Minister has ignored all our pleas that credit 
restrictions be ceased. The Federal Budget has increased sales 
taxes on motor cars and many home appliances. If this pro-
duces a cut back in employment in these areas in South 
Australia there will be one group of people alone responsible 
— the present Commonwealth Government. The actions it has 
taken have not only been in defiance of the pleas of the South 
Australian Government, but of the motor car industry as a 
whole and your union in particular. 

DON DUNSTAN 
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