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ADDRESS TO THE AUSTRALIAN INSTITUTE OF METALS BY THE 
PREMIER OF SOUTH AUSTRALIA, DON DUNSTAN. 
SUBJECT: AUSTRALIAN SECONDARY MANUFACTURING INDUSTRIES: 

FUTURE, ADAPTION AND CHANGE 

Mr. Berry, Distinguished guests, (Ladies and) Gentlemen. 
Thank you for inviting me here this evening. May I, on 
behalf of the State Government, welcome to Adelaide those 
of you from overseas and interstate. (I am sorry we could 
not give you better weather etc.) 
Mr. Berry in his correspondence with me suggested that this 
evening I speak on the importance of secondary manufacturing 
industries to Australia, and my view of their future in the 
light of a rapidly changing economic and social environment. 
I have agreed to do so, but I am not gifted with prescience. 
Accordingly, I think tftfe'most valuable thing I can do this 
evening is examine in a general way our present situation 
(seen especially from a State point of view) and 
flBBB make certain observations concerning the future. 
It is an obvious truth, constantly reiterated by our pundits, 
that the world is currently experiencing a high degree of 
social and economic change. It probably always has. It may 
be that our communications systems are now so sophisticated 
that we are able better to observe the process. Nevertheless, 
for Austral ia, there are emerging factors which clearly will 
fundamentally affect our future as a nation and as a national 
economy, and I think it is worthwhile to delimit these. 
Firstly, Australia's international context is rapidly changing 
For instance, in our region there is an immense political 
restructuring underway, and one of the most immediate effects 
of this will be significantly to change the future nature 
of markets immediately to our north. I think we should 
recognise now that a large proportion of the national markets 
in South East Asia with which we will wish to trade will be 
either marxist or armed-forces-controlled. Further, while 
it is possible to predict that Japan will remain our major 
trading partner for at least fifteen to twenty years, these 
other national economies will increasingly nibble at its 
percentage share of our international trading. China, for 
instance, will certainly begin to exercise her potentially 
massive economic influence, while emerging markets for our Dunstan Collection, Special Collections, Flinders University Library.



manufactured., goods in the oil-producing countries., and 
growing markets for crude ores and refined metals in Europe 
and North America, will tend to broaden the scope of our 
international trade. 

This process in already occurring, of course. For instance, 
my Government has formed a joint venture development company 
with the Malaysian Government and the 5tate of Penang. I 
believe that such joint venturing will be one- one of the 
ways by which Australia's relatively high-cost manufacturing 
base and advanced technology can be linked with a low cost labour-
intensive overseas manufacturing area to the benefit of both 
countries. 

Now since tonight I intend to speak on our general investment 
and management of manufacturing industry, I will refrain from 
talking much about other problems such as inflation and 
unemployment. Except to say that one of the major results 
of inflation is its unsettling effect on the level of 
business investment. The other introductory remark is to 
say that is complete nonsense to conclude from our 
present difficulties that there is a conspiracy designed by 
the central Government to smash business and private investment 
and pick up the pieces. 

The fact is that nationalisation of industry by stealth is not a 
Labor Party aim. We recognise that in economic reality, as well 
as under our Constitution, the economy of Australia is based 
upon the Rentier system - that is, that we raise capital by 
paying interest and dividends upon it. Whether we do this by 
public or private bondholding makes no effective social difference. 
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It is not A.L.P. policy to wreck this system preparatory to 
the State taking it over. It does not intend to, and no party 
in Australia has the Constitutional power to do so. The A.L.P. 
is only concerned to ensure that people are not Exploited by the 
system and that the system does not destroy itself through its 
own potential for anti-social activities ^or developments. 

There is no plot, no desire for one. no ability for one. 
What is true is that the Central Government has made mistakes 
(some quite serious). There has never been a suggestion 
or, I suggest an action taken, designed to bring Australian 
private industry to- ruin„ 

In fact, such errors have been of the accidental kind and not 
the design type. Part of the problem has been the series of 
crises it faced first in the situation of the world wide 1973 
economic boom that forced up demand all around the world 
causing shortages and a tremendous leap in commodity prices. 
As a result prices started to rise everywhere and this 
situation, which is quite difficult for Governments to 
handle, caused heavy wage and salary demands that exacerbated 
the position,, This was closely followed by the even more 
serious event, the October '73 oil crises, which followed on 
the Middle-East conflict,. The tremendous escalation in 
oil prices has caused a disequilibrium in many countries' 
balances of payments and has encouraged many of these countries 
to put strong emphasis on encouraging exports and discouraging 
imports» I think that this was at the core of the uncertainty 
of policy from the Federal lewelc 

The mere size of the problem r.hallanges Governmental wisdom. 
And of course there is a tremendous range of possible 
solutions, often in conflict, coming from properly constituted 
bodies advising the Federal rjjverninent« For example, the 
Industries Assistance Commission, formerly the Tariff Board, 
takes one line aiming for iJ;s concept of industrial efficiency. 
The new Act on T.cade Practices would seem to be working in 
opposite directions in so fa-:.- as it appears on paper to be 
against mergers and may be f.riainst rationalisation. 

The fact in all ;his is that in relation to future trading and 
economic planninc ,. there wi'.l inevitably need to be an 
increasingly closer, deepB relationship formed between 
Government and industry. TKne-';y-six percent of the Australian 
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workforce is employed in manufacturing industry and many more 
are dependent on it. this indicates the central position of 
manufacturing industry to the economic and social health of 
the nation. 

The present structure of manufacturing in Australia has 
developed under various forms of assistance, such as tariffs, 
subsidies, import licencing, taxation incentives for investment 
and exports and so on. Many of these were introduced to meet 
particular problems such as unemployment during the 'thirties', 
balance of payments problems and defence. During most of our 
post war period, we have not had a great degree of national 
economic planning and few restraints on the inflow of capital. 

The result of this situation was that each State pursued rapid 
and unco-ordinated industrial expansion with a proliferation of 
industrial plants across the nation that bore little relation 
to the number or scale appropriate to economic operation. In 
addition the assistance to industry tended to support a growth 
for growth's sake ideology. Any hindrance to expansion was 
considered a threat to the migration programme. The situation 
meant a quite rigid distribution of employment. As a result, 
therefore, of past policies, the present structure of 
manufacturing industry is neither consistent with the best use 
of the nation's resources nor with the socially desirable 
distribution of industry. 

Further, in managing the overall economy, policy measures 
introduced to dampen demand in Sydney and Melbourne, when 
applied generally across Australia, often result in excessive 
unemployment in other regions. South Australia is a classic 
case of this. Until the latter 1930's, South Australia was 
predominantly a rural based State with a good nucleus in Adelaide 
ofmetal fabrication, for example, vehicle body building, and some 
domestic appliance firms. From the latter part of the 1930's, 
vigorous industrial development policies were pursued actively 
by the State Government. This continued in the 1940's and was 
assisted blyr national objectives for decentralisation of industry 
for defensive purposes. South Australia expanded industrially 
in the late 1940's and throughout the 1950's and early 1960's, 
largely through a very big growth of the motor vehicle industry, 
G.M.H. and Chrysler Australia Ltd., but also from expansions in 
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domestic appliances and at Whyalla in steel works and shipbuilding. 

The result is that in South Australia our industrial economy is 
very heavily dependent on consumer durables and motor car manufac-
ture and on the overall health of markets for these products. To 
offset our disadvantage in this respect we have embarked upon a 
programme of industrial diversification which in many respects is 
now bearing fruit. Hitherto, in economic downturns similar to that 
which is at present obtaining, South Australia would have suffered 
a far larger unemployment problem. 

It should be said, however, that an extremely wide range of 
Australian and State Government economic and social initiatives 
have in the past, and will in the future, impinge on the operations 
of manufacturing industry. The lack of co-ordination in these 
policies has produced a stop-go climate which is not conducive 
to proper planning, the development of the best industry structure, 
or to stability in the manufacturing sector. Some of the more 
important examples of areas of conflict between measures designed 
specifically to promote the development of an economic and 
efficient industrial base and other policy measures are: 

Federal monetary policy, which by variation of interest rates 
and expansion or contraction of the bank's credit base can 
change the liquidity of business enterprises and hence their 
ability to invest in new capital - or even to finance necessary 
wording stock levels. 

• Exchange rate fluctuations, which affect the ability of local 
manufact urers both to sell against imports and win export 
orders. 

t The activities of the Prices Justification Tribunal which can 
be too slow in allowing adjustment to rising costs or so 
restrictive in its treatment of costs that both employment and 
replacement investment is discouraged. 

• The operations of the Trade Practices Commission, which can 
hold up mergers or industrial co-operation likely to increase 
the scale and efficiency of some segments of manufacturing * 

( The various Federal and State wage setting authorities, which 
play a major and often conflicting role in determining the 
rate of increase of costs to manufacturers - both in wages and 
fringe costs. 

• State legislation, which can provide differentials in working 
conditions and fringe benefits, and in office costs such 
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as land taxes, stamp duties, environmental protection conditions, 
water rates* and so on. 

i Local Government authorities * which can vary rates to attract 
certain industries. 

Further, assistance to an industry through the tariff itself may 
penalise other sections of manufacturing industry and primary 
industries. 

Of equal importance are potential areas of conflict between 
measures to assist industry and achievement of social objectives. 
For example the Tariff Board and the I.A.C., by concentrating on 
economic efficiency alone have downgraded the social costs of the 
over-concentration - of industry in Sydney and Melbourne and accord-
ingly frustrated policies of urban and regional development and 
contributed to instability in industry. 

The fact is that there are fundamental differences in the 
resources and industrial structure of States and regions in 
Australia which present difficulties in selecting appropriate 
policy measures both for short /term stabilisation and for 
industrial development. As I have mentioned, some regions, 
because of their narrow industrial base or heavy dependence on the 
production of investment goods, or consumer durables, are more 
susceptible to changes in economic conditions including those 
resulting from Government policy measures. Given the relative 
immobility of labour, great differences in employment opportunities 
between regions have thus been a feature of the Australian scene. 
The ratio.of unemployed to job vacancies in most of the last few 
years, has for example, been much higher in Perth, Hobart and 
Adelaide, than in the three eastern State capitals, and much 
higher in country regions than in Sydney, Melbourne, Brisbane and 
Hobart. The basic objectives of Government policies in this area 
must be to achieve full employment with rising standards of living, 
external viability, stability in costs and prices, and a high 
rate of economic growth. In the achievement of these goals the 
development of manufacturing industry has an important part to 
play, especially through its contribution to external balance and 
to employmebt opportunities, 

Accordingly, the South Australian Government has evolved a 
broad policy for the development of manufacturing industry, and 
continues to put this to the Australian Government. Dunstan Collection, Special Collections, Flinders University Library.
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We argue that there are significant social as well as economic 
costs in allowing or encouraging the demise of existing industries, 
skills and capital, especially since they are interdependent with 
other industries including tertiary industries. 

We believe there should be an overall strategy for population 
growth and the expected growth in the workforce, which pays 
particular regard to the pattern and extent of immigration, the 
likely population of the various regions, and the consequent need 
to provide appropriate employment opportunities in each region. 

In addition, there is clearly a need for more part-time employment 
vto provide greater opportunities for women with family respon-
sibilities. National and State legislative policies should 
encourage greater mobility of labour between jobs and between 
regions. Ways of doing this could be through such measures as 
the portability of accrued superannuation, sick leave, long 
service leave, and so on, and the provision of relocation grants 
and retraining. 

It is clear that some economic cost to the community is justified 
to promote the development of manufacturing industry in a way that 
will provide social benefits through selective decentralisation and 
diversity of job opportunities. 

In this the role played by private enterprise in development is 
vitally important, and hence there is a need for the policies of 
Government and its instrumentalities to be co-ordinated to establish 
and maintain a climate in which manufacturers can plan with certainty 
of the rules. It is essential that policies do not conflict and that 
there be only one set of policies. 

In this we believe that there should be an increased recognition 
by Government of the multiple role of profit as the reward for 
capital investment and research expenditure and the predominant 
source of further funds for such investment and research expenditure. 

Then- further, we believe that Government should accept for taxation 
and other purposes more appropriate accounting conventions, 
especially in relation to inventory valuation and depreciation. 
For example there is current value accounting. 

In a period of inflation of 15 or 16%, the conventional methods 
of accounting and the official Taxation Department policy on 
profit meaSUremRnt hnTH r-in ciMopokl a I I 
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financial viability. 

Accordingly, it is elementary for firms to deflate their 
current money profits by taking into account the rapid accelera-
tion in the rate of price increases. 

This would allow the rate of profitability to be seen, in real 
terms, and properly compared with the previous year's achievement. 
Tgis alone, if done, would sober some company managements and make 
them more cautious of lavish dividends and/or bonuses. 

Second and more importantly, adjustments to make profitability 
truly comparable between years should be made by adopting 
either a replacement or a current-value cost type of accounting 
in calculating depreciation to offset against current revenue. 
This would enable them to depreciate plant using a concept of 
replacement value of assets being used up, and not just a written 
down historical cost valuation. 

To continue with historical coBt valuation depreciation means 
that a firm is understating the real value of equipment used up 
in that period and hence overstates fciJfedr real profits. 

The same sort of thing applies to stock valuation. There is a 
need to move towards a last in, first out (LIFO) method of 
stock valuation. This would enable firms to understand what the 
replacement cost of stock is likely to be and take this into 
account in making business decisions. 

While use of a replacement cost or current value type of accounting 
would undoubtedly help businesses to understand the nature of their 
real profitability, the financial assistance they are most in need 
of is probably recognition of this system of accounting the 
Taxation Department. At the moment the Income Tax Department 
levies tax on the basis of money incomes that are inflated both 
from inadequate depreciation and from inflationary increases in 
stock valuation. 

Thus it is ess ential that, both the Taxation Department and Companies 
become convinced that thr. continuance of inflation requires a 
change away from historical cost accounting valuations and tax 
assessments. 

Finally, we believe that the Australian Government should take, 
by indicative olannina. a leadino rnle in Hnsnn'rin that +.hp. 
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structure and size of the manufacturing sector is consistent with 
its overall policies for the economic and social development of 
the nation. (This process has in fact, already begun with the 
establishment b̂ r the Australian Government of an Indicative 
Planning Council for future housing.) Such planning will 
preclude wasteful competition between the States through direct 
incentives to attract industries, but at the same time it should 
take into account the natural and social resources of the various 
regions and the desirability of inducing a level of manufacturing 
activity consistent with their growth. 

And while the process of adjustment to a more efficient structure 
will involve social and economic costs, if care is taken with the 
timing of implementation, disruption, hardship and the wasteful 
underemployment of capital and labour could be avoided. 

That is the general shape of my Government's policies in this 
area. It is our intention to pursue them to regain for this State 
a stable employment situation together with a proper measure of pros 
perity. Policy co-ordination between Governments and consultation 
between Government and business, together with effective economic 
planning are the essential requirements. I believe that this is 
now recognised and will be forthcoming. 

Thank You. 
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ADDRESS TO THE AUSTRALIAN INSTITUTE OF METALS BY THE 
PREMIER OF SOUTH AUSTRALIA, DON DUNSTAN. 
SUBJECT: AUSTRALIAN SECONDARY MANUFACTURING INDUSTRIES: 

FUTURE, ADAPTION AND CHANGE 

Mr. Berry, Distinguished guests, (Ladies and) Gentlemen. 
Thank you for inviting me here this evening. May I, on 
behalf of the State Government, welcome to Adelaide those 
of you from overseas and interstate. (I am sorry we could 
not give you better weather etc.) 
Mr. Berry in his correspondence with me suggested that this 
evening I speak on the importance of secondary manufacturing 
industries to Australia, and my view of their future in the 
light of a rapidly changing economic and social environment. 
I have agreed to do so, but I am not gifted with prescience. 
Accordingly, I think thVmost valuable thing I can do this 
evening is examine in a general way our present situation 
(seen especially from a State point of view) and flHHHfr 
'VBMfc make certain observations concerning the future. 
It is an obvious truth, constantly reiterated by our pundits, 
that the world is currently experiencing a high degree of 
social and economic change. It probably always has. It may 
be that our communications systems are now so sophisticated 
that we are able better to observe the process. Nevertheless, 
for Australia, there are emerging factors which clearly will 
fundamentally affect our future as a nation and as a national 
economy, and I think it is worthwhile to delimit these. 
Firstly, Australia's international context is rapidly changing. 
For instance, in our region there is an immense political 
restructuring underway, and one of the most immediate effects 
of this will be significantly to change the future nature 
of markets immediately to our north. I think we should 
recognise now that a large proportion of the national markets 
in South East Asia with which we will wish to trade will be 
either marxist or armed-forces-controlled. Further, while 
it is possible to predict that Japan will remain our major 
trading partner for at least fifteen to twenty years, these 
other national economies will increasingly nibble at its 
percentage share: of our international trading. China, for 
instance, will certainly begin to exercise her potentially 
massive economic influence, while emerging markets for our Dunstan Collection, Special Collections, Flinders University Library.



manufactured, goods in the oil-producing countries., and 
growing markets for crude ores and refined metals in Europe 
and North America, will tend to broaden the scope of our 
international trade. 

This process in already occurring, of course. For instance, 
my Government has formed a joint venture development company 
with the Malaysian Government and the 5tate of Penang. I 
believe that such joint venturing will be one- one of the 
ways by which Australia's relatively high-cost manufacturing 
base and advanced technology can be linked with a low cost labour-
intensive overseas manufacturing area to the benefit of both 
countries. 

Now since tonight I intend to speak on our general investment 
and management of manufacturing industry, I will refrain from 
talking much about oth^r problems such as inflation and 
unemployment. Except to say that one of the major results 
of inflation is its unsettling effect on the level of 
business investment. The other introductory remark is to 
say that is complete nonsense to conclude from our 
present difficulties that there is a conspiracy designed by 
the central Government to smash business and private investment 
and pick up the pieces. 

The fact is that nationalisation of industry by stealth is not a 
Labor Party aim. We recognise that in economic reality, as well 
as under our Constitution, the economy of Australia is based 
upon the Rentier system - that is, that we raise capital by 
paying interest and dividends upon it. Whether we do this by 
public or private bondholding makes no effective social difference. 
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It is not A.L.P. policy to wreck this system preparatory to 
the State taking it over. It does not intend to, and no party 
in Australia has the Constitutional power to do so. The A.L.P. 
is only concerned to ensure that people are not exploited by the 
system and that the system does not destroy itself through its 
own potential for anti-social activities ^or developments. 

There is no plot, no desire for one, no ability for one. 
What is true is that the Central Government has made mistakes 
(some quite serious). There has never been a suggestion 
or, I suggest an action taken, designed to bring Australian 
private industry to ruin. 

In fact, such errors have been of the accidental kind and not 
the design type. Part of the problem has been the series of 
crises it faced first in the situation of the world wide 1973 
economic boom that forced up demand all around the world 
causing shortages and a tremendous leap in commodity prices. 
As a result prices started to rise everywhere and this 
situation, which is quite difficult for Governments to 
handle, caused heavy wage and salary demands that exacerbated 
the position,, This was closely followed by the even more 
serious event, the October '73 oil crises, which followed on 
the Middle-East conflict. The tremendous escalation in 
oil prices has caused a disequilibrium in many countries' 
balances of payments and has encouraged many of these countries 
to put strong emphasis on encouraging exports and discouraging 
imports. I think that this was at the core of the uncertainty 
of policy from the Federal level. 

The mere size of the problem challenges Governmental wisdom. 
And of course there is a tremendous range of possible 
solutions, often in conflict, coming from properly constituted 
bodies advising the Federal Government* For example, the 
Industries Assistance Commission, formerly the Tariff Board, 
takes one line aiming for its concept of industrial efficiency. 
The new Act on Trade Practices would seem to be working in 
opposite directions in so far as it appears on paper to be 
against mergers and may bi? ageinst rationalisation. 

The fact in all "his is tha-'; in relation to future trading and 
economic planning, there will inevitably need to be an 
increasingly closer, deeper relationship formed between 
Government and industry. Twnety-six percent of the Australian 
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workforce is employed in manufacturing industry and many more 
are dependent on it. this indicates the central position of 
manufacturing industry to the economic and social health of 
the nation. 

the present structure of manufacturing in Australia has 
developed under various forms of assistance, such as tariffs, 
subsidies, import licencing} taxation incentives for investment" 
and exports and so oni Many of these were introduced to meet 
particular problems such as unemployment during the 'thirties', 
balance of payments problems and defence. During most of our' 
post war period, we have not had a great degree of national 
economic planning and few restraints on the inflow of capitals 

The result of this situation was that each State pursued rapid 
and unco-ordinated industrial expansion with a proliferation of 
industrial plants across the nation that bore little relation 
to the number or scale appropriate to economic operation. In 
addition the assistance to industry tended to support a growth 
for growth's sake ideology. Any hindrance to expansion was 
considered a threat to the migration programme. The situation 
meant a quite rigid distribution of employment. As a result, -
therefore, of past policies, the present structure of 
manufacturing industry is neither consistent with the best use 
of the nation's resources nor with the socially desirable 
distribution of industry. 

Further, in managing the overall economy, policy measures 
introduced to dampen demand in Sydney and Melbourne, when 
applied generally across Australia, often result in excessive 
unemployment in other regions. South Australia is a classic 
case of this. Until the latter 1930's, South Australia was 
predominantly a rural based State with a good nucleus in Adelaide 
ofmetal fabrication, for example, vehicle body building, and some 
domestic appliance firms. From the latter part of the 1930's, 
vigorous industrial development policies were pursued actively 
by the State Government. this continued in the 1940's and was 
assisted bl? national objectives for decentralisation of industry 
for defensive purposes. South Australia expanded industrially 
in the late 1940's and throughout the 1950's and early 1960's, 
largely through a very big growth of the motor vehicle industry, 
G.M.H. and Chrysler Australia Ltd., but also from expansions in 
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domestic appliances and at Whyalla in steel works and shipbuilding,. 

The result is that in South Australia our industrial economy is 
very heavily dependent on consumer durables and motor car manufac-
ture and on the overall health of markets for these products. To 
offset our disadvantage in this respect we have embarked upon a 
programme of industrial diversification which in many respects is 
now bearing fruit. Hitherto, in economic downturns similar to that 
which is at present obtaining, South Australia would have suffered 
a far larger unemployment problem. 

It should be said, however, that an extremely wide range of 
Australian and State Government economic and social initiatives 
have in the past, and will in the future, impinge on the operations 
of manufacturing industry. The lack of co-ordination in these 
policies has produced a stop-go climate which is not conducive 
to proper planning, the development of the best industry structure, 
or to stability in the manufacturing sector. Some of the more 
important examples of areas of conflict between measures designed 
specifically to promote the development of an economic and 
efficient industrial base and other policy measures are: 
• Federal monetary policy, which by variation of interest rates 

and expansion or contraction of the bank's credit base can 
change the liquidity of business enterprises and hence their 
ability to invest in new capital - or even to finance necessary 
wording stock levels. 
Exchange rate fluctuations, which affect the ability of local 
manufacturers both to sell against imports and win export 
orders. 

, The activities of the Prices Justification Tribunal which can 
be too slow in allowing adjustment to rising costs or so 
restrictive in its treatment of costs that both employment and 
replacement investment is discouraged. 

, The operations of the Trade Practices Commission, which can 
hold up mergers or industrial co-operation likely to increase 
the scale and efficiency of some segments of manufacturing. 

f The various Federal and State wage setting authorities, which 
play a major and often conflicting role in determining the 
rate of increase of costs to manufacturers - both in wages and 
fringe costs. 

• State legislation, which can provide differentials in working 
conditions and fringe benefits, and in office costs such 
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as land taxes, stamp duties, environmental protection conditions, 
water rates, and so oni 

. Local Government authorities, which can vary rates to attract 
certain iridustries. 

Further, assistance to an industry through the tariff itself may 
penalise other sections of manufacturing industry and primary 
industries. 

Of equal importance are potential areas of conflict between 
measures to assist industry and achievement of social objectives. 
For example the Tariff Board and the I.A.C., by concentrating on 
economic efficiency alone have downgraded the social costs of the 
over-concentration• of industry in Sydney and Melbourne and accord-
ingly frustrated policies of urban and regional development and 
contributed to instability in industry. 

The fact is that there are fundamental differences in the 
resources and industrial structure of States and regions in 
Australia which present difficulties in selecting appropriate 
policy measures both for short term stabilisation and for 
industrial development. As I have mentioned, some regions, 
because of their narrow industrial base or heavy dependence on the 
production of investment goods, or consumer durables, are more 
susceptible to changes in economic conditions including those 
resulting from Government policy measures. Given the relative 
immobility of labour, great differences in employment opportunities 
between regions have thus been a feature of the Australian scene. 
The ratio of unemployed to job vacancies in most of the last few 
years, has for example, been much higher in Perth, Hobart and 
Adelaide, than in the three eastern State capitals, and much 
higher in country regions than in Sydney, Melbourne, Brisbane and 
Hobart. The basic objectives of Government policies in this area 
must be to achieve full emp.loy-nent with rising standards of living, 
external viability, stability in costs and prices, and a high 
rate of economic growth. Ir the achievement of these goals the 
development of manufacturing- industry has an important part to 
play, especially through its contribution to external balance and 
to employmebt opportunities .. 

Accordingly, the South Australian Government has evolved a 
broad policy for the dsvelo.ir.ient of manufacturing industry, and 
continues to put this to th:3 Australian Government. Dunstan Collection, Special Collections, Flinders University Library.
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We argue that there are significant social as well as economic 
costs in allowing or encouraging the demise of existing industries, 
skills and capital, especially since they are interdependent with 
other industries including tertiary industries. 

We believe there should be an overall strategy for population 
growth and the expected growth in the workforce, which pays 
particular regard to the pattern and extent of immigration, the 
likely population of the various regions, and the consequent need 
to provide appropriate employment opportunities in each regi&ft. 

In addition, there is clearly a need for more part-time employment 
^to provide greater opportunities for women with family respon-
sibilities. National and State legislative policies should 
encourage greater mobility of labour between jobs and between 
regions. Ways of doing this could be through such measures as 
the portability of accrued superannuation, sick leave, long 
service leave, and so on, and the provision of relocation grants 
and retraining. 

It is clear that some economic cost to the community is justified 
to promote the development of manufacturing industry in a way that 
will provide social benefits through selective decentralisation and 
diversity of job opportunities. 

In this the role played by private enterprise in development is 
vitally important, and hence there is a need for the policies of 
Government and its instrumentalities to be co-ordinated to establish 
and maintain a climate in which manufacturers can plan with certainty 
of the rules. It is essential that policies do not conflict and that 
there be only one set of policies. 

In this we believe that there should be an increased recognition 
by Government of the multiple role of profit as the reward for 
capital investment and research expenditure and the predominant 
source of further funds for such investment and research expenditure. 

Then: further, we believe that Government should accept for taxation 
and other purposes more appropriate accounting conventions, 
especially in relation to inventory valuation and depreciation. 
For example there is current value accounting. 

In a period of inflation of 15 or 16%, the conventional methods 
of accounting and the official Taxation Department policy on 
profit measurement hold considerable dangers for many businesses1 Dunstan Collection, Special Collections, Flinders University Library.



financial viability. 

Accordingly, it is elementary for firms to deflate their 
current money profits by taking into account the rapid accelera-
tion in the rate of price increases. 

This would allow the rate of profitability to be seen, in real 
terms, and properly compared with the previous year's achievement. 
Tgis alone, if done, would sober some company managements and make 
them more cautious of lavish dividends and/or bonuses. 

Second and more importantly, adjustments to make profitability 
truly comparable between years should be made by adopting 
either a replacement or a current-value cost type of accounting 
in calculating depreciation to offset against current revenue. 
This would enable them to depreciate plant using a concept of 
replacement value of assets being used up, and not just a written 
down historical cost valuation. 

To continue with historical cost valuation depreciation means 
that a firm is understating the real value of equipment used up 
in that period and hence overstates M m real profits. 

The same sort of thing applies to stock valuation. There is a 
need to move towards a last in, first out (LIFO) method of 
stock valuation. This would enable firms to understand what the 
replacement cost of stock is likely to be and take this into 
account in making business decisions. 

While use of a replacement cost or current value type of accounting 
would undoubtedly help businesses to understand the nature of their 
real profitability, the financial assistance they are most in need 
of is probably recognition of this system of accounting bj? the 
Taxation Department. At the moment the Income Tax Department 
levies tax on the basis of money incomes that are inflated both 
from inadequate depreciation and from inflationary increases in 
stock valuation. 

Th 
us .it is essential that both the Taxation Department and Companie 

become convinced that the continuance of inflation requires a 
change away from historical cost accounting valuations and tax 
assessments. 
Finally, we believe that the Australian Government should take, 
by indicative planning, a leading role in ensuring that the 
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structure and size of the manufacturing sector is consistent with 
its overall policies for the economic and social development of 
the nation. (This process has in fact, already begun with the 
establishment b^ the Australian Government of an Indicative 
Pla nning Council for future housing.) Such planning will 
preclude wasteful competition between the States through direct 
incentives to attract industries, but at the same time it should 
take into account the natural and social resources of the various 
regions and the desirability of inducing a level of manufacturing 
activity consistent with their growth. 

And while the process of adjustment to a more efficient structure 
will involve social and economic costs, if care is taken with the 
timing of implementation, disruption, hardship and the wasteful 
underemployment of capital and labour could be avoided. 

That is the general shape of my Government's policies in this 
area. It is our intention to pursue them to regain for this State 
a stable employment situation together with a proper measure of pros 
perity. Policy co-ordination between Governments and consultation 
between Government and business, together with effective economic 
planning are the essential requirements. I believe that this is 
now recognised and will be forthcoming. 

Thank You. 
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