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prices have increased by 75 per 
rent. W i t h the rise in prices, wages 
too have risen. Meanwhile pro
ductivity per man-hour has fallen in 
some of the more important sectors 
of economy. 

External influences including tin-
continued rise in export incomes in 
the wake of soaring wool prices, i n 
flow of capital and ' hot money ', 
and the resultant steep rise. in Lon
don funis and hank deposits, to
gether with the need for continued 
restriction of dollar imports have 
added to the inflationary pressures, 
with the result that Australia is now 
experiencing the most pronounced 
and sustained inflation in her history. 

Accepting the principle of surplus 
budgeting as an anti-inflation de-
vice, the Australian budget lor 
1950-51 provides for a surplus of 
£400,000, in contrast to last year's 
deficit of £25.5 mi l l ion . The esti
mated expenditure is £738,300,000 
to be met wholly from revenue, 
without resort to treasury bills. A 
surplus is achieved in the estimates 
for the year chiefly by the expedient 
of including the proceeds of the 
wool levy as current revenue. There 
has been a sensational rise in wool 
prices during the past few months 
and to prevent this from adding to 
the inflationary pressure, it has been 
decided to withdraw one-fifth of the 
proceeds of the sale of wool in pre
payment of income-tax. To offset 
the rise in wool prices, it has also 
been decided to grant a £200 m i l 
lion subsidy on woollen goods. Ano
ther anti-inflationary measure is die 
decision to " draw off" a proportion 
'of abnormal business profits. 

But these anti-inflationary mea
sures cannot but come to clash w i t h 
the forces which w i l l be set in motion 
by the increase in minimum wages 
and the increase in sales tax. The 
Arbitrat ion Court has decided that 
the min imum wage shall be increas
ed by £1 per week and that the 
min imum wages for women shall be 
increased to 75 per cent, of those 
for men. This wi l l add to the costs 
of production and wages w i l l begin 
chasing prices still further. To add 
to this, the Government have de
cided to increase to 33.1/3 per cent, 
the sales tax on luxuries like radios, 
gramaphones, toilet and beauty pre
parations, cameras, etc. and also on 
goods which are. more of necessaries 
than luxuries, like fountain pens, 
watches and clocks, travelling bags 
and suitcases, while exempting 
house-building requisites from sales 

tax. So also, post, telegraph and 
telephone charges are increased. 
These measures wi l l tend to in 
crease the cost of living and may, 
in the end, fail to bring down prices. 

Surplus budgets have never been 
popular w i th the Australian tax
payer, for the. high expenditure has 
to he covered by a higher taxation, 
now to the tune of about 25 per 
cent, of the national income. Out 
of deference for the view that such 
a high level of taxation has dis
couraging effects on work and in 
dustry, the present budget provides 
tor income-tax relief amounting to 
£15 mil l ion. The budget also 
makes an adjustment to enable pr i 
vate companies to retain an addi
tional amount of profits free from 
undistributed profits tax. 

The present tension in interna
tional relations has made its 
influence felt on the budget. De
tente expenditure has struck the new 
peace-time peak of £133,383.000, 

nearly one-fifth of the total expen-
diture; it may soar even higher. 

* 
The government have set aside 

£22 mill ion for expenditure on so
cial services, 1 /3 higher than the 
expenditure for 1049-50. Cash so
cial service benefits, have risen by 
50 per cent. 

Economists may feel that Govern
ment expenditure in Australia is 
now running at too high a level and 
that it may intensify inflation. Hut 
politicians have to waive aside these 
arguments. Fore the rise in expen
diture on administrative and social 
services cannot possibly be helped. 
Defenee expenditure is largely de
termined by the world situation, 
winch is not of the making of one 
country alone, inflation or no in
flation, advances have to be. made 
in the field of social services, in 
order to take the wind out of the 
sails of the party in opposition, the 
Labour Party. 
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