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ABSTRACT

This thesis examines the relationships between business and
the regional State in the development of Queensland's trade
with Japan from the end of World War IT to the late 1970s.
The analysis has been organised around case studies of four
of Queensland's principal export industries and the major
decisions involved in the establishment and management of
Lheir tréding relationships. The study acknowledges the
minimal influence of a small State such as Queensland on the
international forces which determined the pattern of trade
opportunities and concentrates its attention on the
interaction of State and business in making the economic and
pelitical adaptations necessary to develop Queensland's
strong natural advantage in the production of agricultural
and mining products into a flourishing and long-term trade.
Queensland tradition demanded and economic necessity urged
an active role for the State in the growth of industry and
trade, acting in response to the dewands of business, but at
the same time having real, though 1limited, autonomy to
pursue intevests of its own. The thesis sceeks to clarify
the nature of State-business interactions and to define more
precisely the role of the State 1in the development of

relations with Japan.,
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INTRODUCTION

In the thirty five years between the end of World War II and
the early 1980s the Queensland economy was transformed. Its
rural base remained, but became more diversified and capital-
intensive as producers were increasingly aware of the need for
production to be determined by reference to the wants of a
variety of marketplaces. The mining industry became the most
dynamic and productive sector of the economy, regaining the
important position it had enjoyed in the late 19th century
before it degenerated, with few exceptions, into a series of
small scale enterprises of doubtful financial viability.
Underpinning and stimulating these developments was the growth
of Queensland's relationship with Japan which marked a change
in the State's economic orientation.' Major sectors of the
economy ceased to be inward-looking, relying primarily on
domestic sales or markets in the southern States of Australia
or in Britain; instead they developed an aggressive commitment
to production for export and looked outward to Japan and to
the United States and elsewhere for markets, capital, partners
and technology.

The history of Queensland's relationship with Japan extends
back before Federation, with contacts in the pearling and
sugar industries and attempts by government and business to
develop trade in the years around the turn of the century.
During the 1920s and 30s a vigorous and extensive commercial
relationship developed, including the beginnings of an export
trade in mining products as inputs to Japan's growing
industrial sector. After World War II, trade resumed with
many of the same products, actively promoted by some of the
same individuals and organisations involved 1in the prewar
years.2 Many of the prewar issues and problems arose again,
and it may have seemed that the war years were a short break
in a continuing trade pattern. Yet for Queensland, World War

IT was more than a temporary interruption to long-established
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patterns and institutions of trade; it was a decisive turning-
point in the relationship. In the postwar period, new goods
were traded which by their nature involved Queensland in wider
political and strategic issues, with Japan's domestic
policies, and with that country's concern for resource
security. New personalities and enterprises were involved,
new institutions and networks developed. Japan came to
provide the principal market for a number of important
Queensland 1industries, the stimulus for much of the State's
economic development, and the mainstay of significant towns
and regions especially in the northern and central areas.
Governments recognised more clearly than they had done in the
prewar years the importance of the trade for the Queensland

and Australian economies.

After World War II the relationship between Queensland and
Japan re-emerged slowly, with great caution and considerable
uncertainty even among 1its promoters, based not only on
wartime experiences, but also on memories of prewar trade
problems. There was a pragmatic acceptance of the 1likely
revival of trade, though with substantial reservations even
from those most likely to benefit. As early as 1946 a Gallup
Poll found that 51 percent o©of respondents favoured the
resumption of trade with Japan,3 and the Queensland government
was interested in efforts to resume sales of wool. At the
same time there was opposition to Japanese involvement in the
trochus, pearling or fishing industries, calls for government
to ensure that Near East trade did not go back into Japanese
hands, reluctance to purchase even limited quantities of
Japanese goods to help overcome shortages in Dbuilding
materials and expressions of concern from some sections of the
wool industry that Japan might seek to manipulate the auction
system to regain the dominant market position she had enjoyed

L
prewar.

Yet the relationship did resume, based almost completely on

trade, and dominated by many of the same products which had



3

been important in the 1920s and 30s. Imports, principally
textiles and manufactures, had less impact on the economy of
Queensland than they did in the southern States because of
Queensland's comparatively small secondary sector producing
essentially for a 1limited 1local market. Questions of
protection, tariffs and import controls were therefore less
significant; the focus of the trade relationship for
Queensland lay in the products it was able to sell in the
Japanese market. Exports for Queensland, as for Australia as
a whole, were initially principally of rural origin such as
wool and wheat, though the trade was widened and deepened by
the addition of "new" agricultural and mining products such as
sugar and coal and by the growth in the volume and range of
traditional exports.

By the end of the 1950s, Japan was already Australia's second-
best overseas customer, taking 17 percent of exports in 1960-
61, with agricultural commodities accounting for over 80 per
cent of their value.5 Queensland was an important part of the
agricultural trade as a major supplier of wool and beef and
the only supplier of sugar. By 1959 Japan took 15 per cent of
Queensland exports, with the principal commodities being wool,
sugar, and hides and skins.® By the early 1980s Australia's
main agricultural exports to Japan had not changed
significantly from their rural base, and were wool, wheat,
sugar and beef. Queensland supplied 100 per cent of sugar and
sorghum exports, 56-67 per cent of frozen beef and 85 per cent
of chilled beef, 10.6 per cent of wheat and 7-8 per cent of
wool. She also supplied 80 per cent of edible tallow, 58.7
per cent of hides and skins and 16 per cent of cotton.’
Queensland provided a significant proportion of Australia's
exports of resources as 1inputs to Japan's expanding industrial
production, especially coal, copper, bauxite, rutile and
zircon. During the 1960s and 70s agricultural exports formed
the basis for substantial and continuing trade, while the
spectacular growth of mining exports was the catalyst for a

change in the pattern of Queensland's ecconomic growth and the



basis for a wider and deeper relationship with Japan.

The growth of the Queensland-Japan trade relationship and the
changes it wrought in the State's economy saw a continuous
evolution in the range and volume of production, the size and
structure of industry, the nature of technology and production
methods and the quantity and direction of exports. Taking
advantage of the opportunities for trade required the
assumption of risk, overcoming technical and financial
obstacles, developing appropriate products at internationally
competitive prices and establishing and maintaining required
levels of quality. At the political level, the development of
the relationship with Japan cut across traditional ways of
thinking about policy and across the compartmentalized
structure of government departments and agencies through which
policy was developed and implemented. The complex
requirements of new industries developed primarily to serve
the Japanese market necessitated not just new policies, but
new structures and practices and new ways of thinking. The
processes of this change involved an intricate and extensive
web of interactions between business, governments and other
sections of the state. These occurred within the framework of
the federal system and 1in the context of Queensland's
traditions, institutions and structures which together limited
the range of possible strategies and policy responses to the
opportunities for the growth of the relationship with Japan.

The aim of this thesls is to examine how and why Japan became
a focus for policy in Queensland in the period between 1946
and 1980 and how the Queensland State government came to have
a vital interest in promoting the relationship. The thesis
studies the sorts of processes involved, the ways in which
political and economic forces <came together and how
encouragement of Queensland-Japan relations became a "settled"
policy. It seeks to identify the key political decisions
associated with the growth of the relationship, how a
"Queensland" policy towards Japan developed in the context of
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the federal system, and the ways in which the interests of
Queensland and the Commonwealth conflicted or coincided. The
central focus is the way in which Queensland dealt with a
major area of economic policy and how government and business
interaction contributed to the development of Queensland's
relations with Japan. Ultimately the thesis is concerned with
the respective roles of capital and government in a regional
State within a federal system, and in the context of a modern
capitalist economy.

The foundations of the study 1lie in the concepts of the
extensive body of literature which analyses the role of the
modern state in market-based economic systems. These analyses
identify a multiplicity of motivations, purposes and processes
involved in the relationship between the state and significant
sectors and interests in society. This diversity makes it
difficult to define or categorise particular systems, though
analyses fall loosely into two main groups - neo-marxist and
liberal. Neo-marxists focus on the way in which state actions
serve the interests of domestic or international capital,
although Tsokhas, for example, has documented the importance
of other influences or of the state's own interests.? Liberals
emphasise the interactions among competing groups in society
and the role of the state in processing, articulating and
responding to the group demands. Of particular relevance to
this thesis is Lindblom's argument that in a modern economy
government and business exercise a "duality of leadership" in
which businessmen are "functionaries" performing roles
essential to government. Government is active in supporting
business, offering whatever inducements it needs to fulfil its

role in the market system.9

But other studies 1in the United States, Europe and Australia
suggest the interactions between state and business are more
intricate and wvariable than Lindblom indicates."” The
diversity of interests and organisational structures within

the business sector, the multiple agencies of the state
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apparatus and the international political and economic
dimensions of policy formulation lead to complex relationships
even within a single industry or section of the economy.
Different sectors of business may have competing or
conflicting interests or different opinions on specific
issues. State agencies themselves have an institutional power
base which allows them to develop a policy perspective
independent of the stance taken by business, although some
agencies are so closely related to sectors of capital that
separate views are difficult to determine. Business
enterprises themselves are ambivalent about the appropriate
relationship between state and capital; there is a very fine
line between supportiveness and excessive regqulation and a
tendency for more, rather than less, intervention to be sought
in difficult economic times. The relationship cannot be
reduced to a simple statement that the state performs a
specific role whose nature is determined by the interests and
demands of business. The interactions of state and business
are rather an array of different and slowly shifting
relationships including consultation and cooperation between
independent units, close interlinking and interdependence, or
formal sharing of authority as embodied in corporatist-type

structures.

Separate but related studies of regional States indicate that
they also play an active role in a market system, although
constrained by their small size and the arrangements of the
larger unit of which they are a part.11 In Australia, studies
of specific States and industries argue that States such as
Queensland have the power and scope to foster the exploitation
of favourable market opportunities, to capitalise on the
State's economic advantages and to take an assertive role in
promoting a particular pattern of economic development.‘2 In
so doing, however, the States are essentially responding to
rather than creating economic conditions which have their
origin in national and international forces. Such studies
emphasise the real but limited autonomy of the regional State
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to be active in pursuit of its own interests, interacting with
business and other sectors of society and economy in a range

of processes similar to those identified at national level.

This thesis takes the propositions of the theoretical and
empirical literature as a starting point from which to study
the role of Queensland as a regional State in the development
of the relationship with Japan. It will argue that
comparative advantage and complementarity between the
Queensland and Japanese economies pointed to the possibilities
for bilateral trade. These possibilities were enhanced by
changes in the international trading environment and 1in
international political arrangements and by political and
economic factors in Japan itself. But the processes involved
in taking advantage of these opportunities, of developing and
continuing the trade, provide another example of the ability
of a regional State to act, albeit within a limited framework,
to influence the pace and pattern of an area of economic
development. The patterns of State involvement and of
State/business relations do not conform exactly to one
specific theory of the political economy of nation states, nor
are they identical with those in other sub-national wunits
since they reflect the particular characteristics of the
Queensland context in which they occurred. The
interrelationships do, however, bear out the proposition that
regional States can and do take an active and decisive role in
matters affecting their own development, though within the
limits of opportunities and structures determined at national
and international level.

Clearly, as economic theory suggests, trade between Queensland
and Japan was based on complementarity between the two
economies and on patterns of comparative advantage, though
modified by non-economic considerations such as traditional
ties and protectionist policies. In the immediate postwar
period, Queensland supplied foodstuffs needed for subsistence

and materials such as wool which were inputs to those Japanese
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industries permitted to redevelop, while Japan supplied
products such as nails, wire and galvanised iron essential to
Queensland's housing, industrial and public infrastructure.”
From the mid 1950s as Japan's heavy industry began to grow and
incomes and lifestyles changed, Queensland was an abundant and
geographically close source of a range of raw materials for
the rapidly expanding Japanese industrial sector and of
primary products such as beef and sugar for which demand rose
as Japan's affluence grew. By the mid-1970s, changes 1in
Japanese economic structure hastened by the o0il crisis opened
markets for steaming coal and energy-intensive products such
as alumina, but created what were to be ongoing difficulties
for resources such as coking coal tied to industries which
were declining or moving offshore. Complementarity and
comparative advantage were important pointers to the
possibilities for trade, but turning possibilities into
reality required action +to make resources known and
accessible, long-term strategies of technological innovation
and capital investment to enhance the advantages of natural
endowment, and adaptations in production and marketing in the
light of changing international circumstances. Comparative
advantage and complementarity do not explain why postwar trade
was so much richer and fuller than it had been prewar or what

the processes were which turned possibilities into reality.

Part of the explanation lies in the radical changes in the
international ©political and economic environment in the
postwar compared to the prewar period.M The decline in
British power and influence and Britain's eventual entry to
the Furopean Community helped to redirect the attention of
Australian governments and business away from reliance on
markets in Britain and the Commonwealth. The rising
importance of the United States and her strategic significance
for nations of Aslia and the Pacific assocliated Australia with
American politico-economic thinking. The United States'
concern with the consolidation of a Western coalition against
the communist bloc and the need to incorporate Japan within
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this group hastened the signing of the Peace Treaty in 1951,
the return of Japan to a normal pattern of full industrial
production and her entry into GATT. The desire of the United
States to minimize economic tensions which might undermine
Western solidarity, coupled with the general prosperity of the
world economy, allowed the expansion of world exports and
helped to sustain a system of freer trade from which Australia
was able to benefit. As the perceived immediacy of the threat
from the Communist bloc retreated during the late 1960s and
1970s, economic issues emerged on to the forefront of
international relations when serious domestic problems beset
Western industrialised nations, especially after the 1973 oil
embargo. The United States became much less tolerant of the
export policies of allies as domestic and ©politically
significant industries exerted pressure for protection or for
more reciprocity in trade. Subsequent bilateral arrangements
and protectionist sentiments 1in major trading countries
significantly affected the nature of opportunities for small,
open economies such as Queensland.

In Japan itself, the interaction of political and economic
factors delineated the market niches which Queensland business
had the opportunity to fill, modifying the possibilities
suggested by comparative advantage and making more precise the
general range of opportunities created by changes in the
international environment. In the immediate postwar years,
controls exercised by SCAP effectively determined the volume
and nature of trade, but by the mid 1950s new industrial and
political directions set the scene for trade expansion as
Japan embarked on a program of rapid growth based on capital
intensive industrialisation. The need for markets and for
access to reliable supplies of resources as inputs to industry
underlay the start of the slow process of trade
liberalisation, beginning in the early 1960s, and capital
liberalization from 1967 which opened opportunities for
Australian exports and for Japanese investment in resource

development. Worldwide shortages and the high prices of
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resources in the early 1970s curtailed this rapid growth and
evoked from Japan a range of policy responses which dampened
the opportunities for some Queensland products, increased the
demand for others, and created pressure for trading
arrangements which ensured security of supply. Particularly
important were Japan's relations with major trading partners
such as the United States and the way in which Queensland's
small economy was affected by Japan's efforts to accommodate
political and economic pressures at home and abroad.
International factors established the opportunities for
Queensland-Japan trade within a framework of structures
negotiated bilaterally or multilaterally by national
governments. The response in Queensland to those
opportunities depended on the actions and interactions of
individuals and companies and of the State and Commonwealth

Governments.

The principal hypothesis to be examined 1in this thesis is
that, 1in responding to the opportunities in the Japanese
market, Queensland was an active and interventionist State,
fostering, supporting and promoting the growth of trade. The
initiative and entrepreneurship essential in promoting entry
to the Japanese market and the impetus for domestic changes
necessary for the long term development of trade came from the
business sector. But at significant points in the development
and management of Queensland-Japan trade, State decisions and
State actions influenced the ability of business to respond to
the market and the way in which conflicts and issues were
resolved. State and business could be regarded as semi-
autonomous, each with its own interests and resources, making
its own efforts to develop trade and thus the bilateral
relationship. At the same time, for specific 1industries and
policy questions there were areas of overlap where State and
business were participants in loose partnership through which
their efforts were concentrated in ways which facilitated the
changes necessary to take advantage of opportunities in the

Japanese market. Over this range of issues, State and
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business were mutually supportive, working towards common
goals whose roots lay in Queensland's traditions and
institutions as well as in contemporary conditions. Within
the partnership, the respective roles of the participants were
fluid and ill-defined. Goals and priorities were often vague
and imprecise, with areas of competition and conflict as well
as the shared base of a commitment to decentralised and rapid
development, preferably with minimal reliance on southern
States or the Commonwealth. The result was a tangled network
of interactions, varying with time, with the specific issues,
the nature of the industry and market and the historical and
contemporary contexts. Queensland's approach to the
development of trade with Japan cannot be reduced to a single
role, but rather to a series of roles along a continuum from
formal partnership to arms-length support.

The nature of Queensland-Japan trade itself contributed to the
diversity of interactions between State and business. Rural
industries relied on Queensland and Commonwealth Governments
for essential infrastructure such as irrigation works, beef
roads and the opening up of new lands for production. Much of
the research on which enhancement of natural advantage
depended was conducted by Departments of Primary Industry or
by government instrumentalities such as the CSIRO. Marketing
and promotion were supported or controlled by a wide variety
of government, industry, or combined organisations. However,
as Head has pointed out, the needs of multinational capital
crucial to the development of mining products required
different forms of State jparticipation.15 The enactment of
legislation was necessary to ensure security of tenure for
potential mine developers and to establish the terms of access
to resources and the conditions governing their exploration
and exploitation. Arrangements had to be put in place for the
provision of port and rail infrastructure, for the provision
of services such as water and electricity and for the
coordination of separate projects within the overall framework

of the State's fiscal and developmental priorities. New
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regulations, policies and administrative machinery were
required to deal with emerging issues such as land use, the
impact of projects on the environment, the demands imposed on
Local Authorities and the wider implications of regional
development for the provision of government services.
Governments became involved in discussions about contracts
where government policies on such matters as franchises and
infrastructure were themselves an integral part of the
contract negotiations. In the longer term, government
policies such as encouraging expansion in the number of mines
and maximisation of output, and the security deposit system
for the provision of infrastructure, had a major impact on
problems of costs, pricing and contracts which arose when
world recession and Japanese economic restructuring led to an
excess of supply over demand. The precise details of State
involvement varied widely from industry to industry,
influenced by the nature of the product, but also by factors
such as the strength of inter-regional and inter-state
competition, geographical location, and the changing

priorities imposed by international circumstances.

However, as the central hypothesis suggests, much of the
success of trade initiatives and of export-oriented projects
can be attributed to the far-sightedness, enthusiasm and
expertise of entrepreneurial individuals and company
executives who had to recognise opportunities, conceive
projects, marshal resources, innovate, assess and accept risks
and ultimately make the decision whether a particular project
would proceed. It was private enterprise which discovered
bauxite at Weipa and coal in Central Queensland and found
markets for them in Japan, individuals and firms who developed
the trade in frozen and then 1in chilled beef, the sugar
industry itself which initiated and funded bulk handling and
reorganised its methods of production to deal with the quality
issues on which continued trade depended.

There were characteristics of entrepreneurship evident also
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among some Cabinet Ministers and senior bureaucrats. This is
not to suggest that the State itself was entrepreneurial.
Rather, there were among Ministers and senior public servants
key personnel who exhibited the risk-taking, forward-looking
characteristics of entrepreneurs. They were instrumental in
inducing at the political level a change in the vision of
Queensland's development, an assertive approach to trade
opportunities and an image of a progressive State attractive
to customers and long-term investors. They were prepared to
take risks, to persuade their colleagues of the potential
benefits of Japanese trade and to act at crucial points to

overcome obstacles to its development.

This view of entrepreneurship within the public sector is at
odds with the idea expressed by some writers that Queensland
was a conservative State with a distinctive brand of State
paternalism directed towards the maintenance of traditional
patterns of economy and society.16 The thesis will argue that
there were key characteristics of the Queensland context which
promoted a positive response to the opportunity to 1look
outward for trade and investment by both business and
government and contributed to the shared vision and close
relationship necessary to achieve the economic changes this
trade would impose. Both State and business were active in
developing the trade with Japan, but neither could have
succeeded without the other. The active collaboration which a
partnership implies was essential to the development of the
relationship.

To test this hypothesis, the concepts of the theoretical
studies and the lessons of the State's historical experience
are combined to derive a "Queensland approach" to the issues
of trade with Japan. The prewar experience of Queensland-
Japan trade is analysed to draw out the significant influences
on and lessons from trade as a basis for postwar development.
Two specific policy areas are analysed - the trade in rural

products, especially beef and sugar, and trade and investment
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in the mining sector, with emphasis on coal and bauxite. They
represent the major areas of trade which had a specifically
"Queensland" dimension, made a significant impact on the
Queensland economy, and were a focus for the interaction of
the major determinants of the relationship. The analysis
examines these key areas from the point of view of the
appropriateness of the "Queensland approach" and how the
environmental, political and economic factors interacted to

promote the growth of Queensland-Japan trade.

The primary sources used have been archival material,
newspapers and journals and Parliamentary records. These were
supported by a series of interviews with individuals and
representatives of organisations involved in trade and with
politicians and Kkey bureaucrats. The perceptions of these
participants in the processes of trade development provide an
insight into the way in which key decisions were reached and
the interactions of State and business at crucial turning

points in the development of the relationship.

The analysis 1is organised around the themes discussed above.
Chapter 1 outlines the historical and theoretical contexts
which provide a frame of reference within which to examine the
development of the relationship and the respective roles
played by the state and capital. The chapter examines the
major theories of the state, and of the role of the regional
State in a federal systemn. It argues that Queensland has a
tradition of active State involvement in economic 1life,

despite the constraints and conflicts of the federation.

Chapter Two sets the scene historically, arguing that there
were continuities in the pre-and postwar links with Japan and
that the prewar interactions represented the first tentative
steps towards the wider postwar relationship. The chapter
emphasises that basic complementarity in economic structures
encouraged trade, although neither business nor government

recognised opportunities beyond a narrow range of goods which
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acquired a small proportion of market share. The dichotomy of
the views and interests of exporters and of Australian
industry was evident in the prewar period as were some of the
major postwar issues such as Japan's reputation as a tough and
opportunistic trader, +the difficulty of devising stable
marketing arrangements satisfactory to both parties, and the
pervasive influence of government policy on the progress of
trade.

Chapters Three and Four examine two areas of rural trade -
beef and sugar, emphasising the efforts of rural entrepreneurs
to develop trade within the boundaries imposed by the
political control of markets and the effects of international
arrangements. The first represents the archetypal rural
industry with a multiplicity of individual producers, widely
dispersed geographically, often in inhospitable and difficult
conditions, producing a range of products for different
markets. The second 1is a uniquely Queensland industry,
tightly controlled from planting to sale, with title to the
crop residing in the Queensland Government which is
responsible through the Sugar Board for disposal both at home
and abroad. The interactions between State, business and
Japanese 1interests in these two industries illustrate very

different, but active, roles for the regional State.

Chapters Five and Six cover two aspects of Japanese trade and
investment in the mining industry - bauxite and coal. Here we
see the importance of entrepreneurial initiatives, and the way
in which the development of trade depended on government
support for and <collaboration with private enterprise.
Bauxite 1is of particular interest as 1t was discovered in
commercial quantities only in the 1950s and is one of the few
minerals 1in Queensland where business and State combined to
give a comparative advantage in the processed product rather
than just in the raw natural endowment. Its discovery and
development marked the start of the world-class mining

industry and a change in the perception of the State's role in
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development. The coal industry had been established in the
nineteenth century and there were long-held views about its
prospects and structure and the appropriate relationship
between the industry and the State. The growth of the coal
trade with Japan required the overturning of all these
preconceptions as it became of major significance to both the
Queensland and Japanese economies and a focus for the
redefining of Commonwealth and State roles within the federal

system.

The analyses of these four trade areas serve to elaborate the
themes and theoretical issues on which this thesis is based.
The studies develop the argument that international factors
determined the setting in which the growth of trade became
possible, and that business and the State were active in a
variety of ways, both separately and in collaboration, in
taking advantage of the opportunities afforded by political
and economic circumstances. What emerges from the studies is
that the role of the regional State is not easily described by
a single model. Rather there are a series of roles varying
with time, the nature of the industry and the issue and with
the changing priorities of the State itself. The interactions
may be viewed as being along a continuum - on one end the
formally defined roles of an official partnership, on the
other the loose association of two groups - State and business
- working within a common framework towards separate, but
related goals more readily achieved by the cooperation of the

two parties.

The analysis 1is grounded in the principal theories of the
role of the state in economic life which identify key aspects
of state/business relations, 1in the understandings of the
nature of the federal system, especially 1in relation to
foreign trade, and in the wider experience of the role of the
State in Queensland's economic life of which relations with

Japan are an important part.
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CHAPTER ONE

STATE AND ECONOMY

A QUEENSLAND CASE STUDY

INTRODUCTION

This chapter introduces the theoretical and historical
contexts which provide a frame of reference for the study of
State/business interactions and the role of Queensland as a
regional State in the development of Queensland-Japan

relations.

The focus 1is firstly on contemporary views of the main
problems and issues involved in understanding the
relationships between state and business in a capitalist
society, concentrating on the principal varieties of
liberal and neo-Marxist thought and on studies of small
economies open to the influence of world markets. The
central question is whether, in its extensive participation
in economic life, the state 1is simply responding to demands
and pressures from within society or whether the state has
autonomy to pursue interests of its own, providing some of
the dynamic of the system. Writers ask whether the state is
just a regulator and supporter in the interests of the
community as a whole or of a particular class, or whether
the state, particularly in Australia, is simply the "client"

of the international business community.1

The chapter then turns to examine a number of key aspects of
federalism to determine how we need to modify the
theoretical propositions about the role of the state in
applying them in the Australian context. Miliband defines
the state as '"the government, the administration, the
military and the police, the judicial branch, sub-central
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government and parliamentary assemblies". But Australian
sub-central units are not merely "an extension of central
government and administration'"; they are, constitutionally,
"power structures in their own right".z Certainly regional
States are constrained in their scope and power by the
limits of the Constitution and by the way in which the
increasingly complex relationships within the domestic
economy and between the domestic and international economies
tend to emphasise national rather than sub-national issues.
However, the regional States retain a wide range of powers
which enable them to respond in their separate ways to
economic opportunities, even where these prospects 1lie in
international trade which is the responsibility of the

national government.

Consideration of the economic activities of a regional State
such as Queensland must, however, first be placed in the
wider context of the political economy of the nation of
which it 1is part. Before developing the notion of a
Queensland approach, we therefore examine how Australian
pelitical economists have viewed the role of the state in
Australian 1life in the 1light of the main theoretical
positions, though modified by the structures and practices
of the federal systemn.

Finally, we develop a concept of State/economy interactions
in Queensland as a framework for the analyses which follow,
and consider this approach in terms of historical patterns
to draw from Queensland's experience those characteristics
which impinge on the nature of relationships that may be
argued from theoretical perspectives.

The purpose of this chapter is to present an overview of the
important themes from theoretical and empirical studies
which are most relevant to the central gquestion of this
thesis and to develop from them a "Queensland approach" to

be used as a basis for the analyses of State/business
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interaction in four specific industries as they developed

their trade with Japan.
THE ROLE OF THE STATE - THEORETICAL FRAMEWORK

There is no single theory of the role played by the state in
the context of a capitalist economic system. There 1is a
general acknowledgment that, since World War II, State-
economy relationships have become more complex and the scope
of State activities more extensive. However, there is
considerable disagreement about whether there has been a
fundamental change in the political process, and hence in
the form and character of the role of the state 1in the

modern economy.

There has certainly been in the postwar period a trend
towards the extension of state functions, for example by
the adoption of techniques of Keynesian economic management
and the promotion of economic development. Consequently,
public objectives, strategies and activities have become
intermingled with those of the private sector, leading to
debate about the precise nature of the interrelations
between state and economy and the respective roles of state
and business in economic 1life. Debate was further
stimulated in the 1970s by the search for a solution to the
problems experienced by advanced Western economies. The
failure of the management of monetary and fiscal policies to
achieve macro-economic stability or to stimulate economic
growth in the face of global pressures3 called into question
the role of the state and its relationships with other
actors in the economic process. In some countries such as
Japan, whose large economy has a major influence on the
world economic environment, a 1long period of consistent
growth has been attributed, at least partly, to the statist
nature of its political economy. The apparent adaptability
and economic success of countries such as Singapore and

Switzerland led to a consideration of the role of the state
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in small countries or regions in evoking a positive response
to international events and promoting economic growth.ﬁ On
the one hand, it was argued that the complexity of
structures and functions of the modern state and the growing
importance of transnational corporations diminished the
state's ability to take autonomous initiatives. on the
other hand, evidence from studies of particular countries
suggested that the state's capacity to promote change and to
harness and direct economic forces was central to

contemporary economics.

Writers from both main strands of social and political
thought - marxism and liberalism - attempted to develop an
explanation of the role of the state consistent with
empirical evidence from modern capitalist societies but

firmly anchored in historical and theoretical frameworks.

A liberalist reassessment

A reassessment of the role of the state in the context of
postwar economic experience rejected the "diffusion of
influence and power and mutual adjustment"5 of conventional
pluralist theories as a realistic and adequate model of the
role of the state in modern capitalist economies, although

pluralist processes remained an important part of the

political l1life of liberal democracies. The state could no
longer be regarded as passive, and 1its role merely
administrative as it executed "the expressed demands ...[of]

organised bodies".® Writers acknowledged that the state was
at times able to resist or transform demands from the
environment, to pursue interests of its own and to use its
powers to initiate and direct particular aspects of policy.
Some liberal writers argued that policy was not determined
by the open, fluid interaction of diverse groups, but was
largely in the hands of elites - groups occupying leading
positions in public or private organisations, sometimes with

a partial monopely in a particular field, official
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recognition, or the right to take part in institutional
consultation.’ The state as an institution was merely one of
the groups forming the central core of strategic decision-
makers. Other writers from both the liberal and marxist
traditions proposed more state-activist models which
necessarily called into question the political relationship

between business, organised labour and governments.

Within the 1liberal tradition, Lindblom argued that in a
modern economy the state is a partner in a "duality of
leadership" with business. Business occupies a privileged
position alongside the state because business has a
political role in providing the essential dynamic of the
system. The role of the state is to ensure the provision of
whatever 1is needed as a condition for business to take
risks, engage in enterprise and expand production so as to
perform its economic function. The state 1is active,
supplementing market with political inducements, nurturing
market demands, supporting business, providing
infrastructure and <c¢reating "a good business climate".®
Structures for formal consultation allow for active and
frequent negotiation between business and the institutions
of the state and may involve a sharing of some authority
through regulatory Boards and Committees. Critics have
pointed out that the relationship between state and business
is not as straightforward as Lindblom suggests. Neither
business nor the state constitute a homogeneous unit.
Business consists of a variety of sectors with diverse
interests and organisations, while the state apparatus
includes a range of different boards, departments,
commissions and authorities which may pursue opposing
objectives or seek to represent particular segments of
"business". This diversity makes it difficult to determine
the general interest of business, to arrive at the consensus
about social, economic and political goals essential for a
successful partnership, or to argue that business interests
are an ever-present and potent motivation for state
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decisions. Nevertheless, Lindblom's argument draws
attention to the likelihood that state and capital will have
a common interest in the success of business and business
projects, irrespective of political party, the pattern of
relationships in a particular industry, or the specific

national or subnational context.
The marxist view

Modern writers disagree with the older marxist position that
the state 1is a parasitic institution which has no economic
role in its own right, but exists merely as a tool of the
capitalist class. Writers such as Poulantzas,q Milibandm
and Tsokhas11 emphasise that the state has an important role
in reconciling and mediating between competing sections of
capital so that social cohesion will be maintained and
capital accumulation allowed to proceed unhindered. The
state has relative autonomy from the dominant class; state
action is not simply a response to the needs of capitalists,
though it acts to serve the interests of capitalism within a

partnership of state and class interests.

This "dual and contradictory" role of the state in both
fostering social harmony and complementing the activities of
private enterprise to sustain the process of capital
accumulation has 1led to a "fiscal crisis" caused by
escalating demands on state expenditures, especially for
social and technical infrastructure.'? It is argued that the
result of attempts to resolve this crisis has been the
growth of state planning and regulation, a stronger central
government, and an increasing need to assert the legitimacy
of the state through its ability to ensure material rewards

; ; ; 13
and the resolution of economic crises.

Neocorporatist consensus

The role of the state 1is central to the concept of neo-
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corporatism, defined by Schmitter as

a system of interest representation in which
the constituent units are organized into a
limited number of singular, compulsory,
noncompetitive, hierarchically ordered and
functionally differentiated categories,
recognized by or licensed (if not created)
by the state and granted a deliberate
representational monopoly within their
respective categories in exchange for
observing certain controls on their
selection of leaders and, articulation

14
of demands and supports.

In this system the state is not an arena for the conduct of
group struggle, but
a constitutive element engaged in defining
encouraging, regulating, licensing and/or
repressing the activities of associations -
and backed in its effort% ... by coercive action
and claims to legitimacy
Policy is the outcome of negotiations between economically
defined groups 1in government, business and, sometimes,
labour who share an ideology of social partnership which
enables them to integrate different demands with "vague but
firmly held notions of public interest" and who are able to
secure the compliance of their members in the implementation
16
of agreements reached.

17 el
there are many variations

As Zysman has pointed out,
within the bargain-adjusted model, depending on the
particular state's historical experiences, its beliefs and
objectives, economic circumstances and political and social
structures. In countries such as Japan and France which
have been termed '"statist"™ or "state <corporatist",
governments have "built on a tradition of state authority
and intervention ... to Dbecome full participants in
strategic decision - making". Governments have been able to
"orchestrate a range of powerful political instruments" to
translate their own preferences into authoritative

actions.m In other countries, different areas of state
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activity exhibit different patterns of interest politics and
political processes,19 SO that both pluralism and
corporatism may be present at the same time. There will
therefore be both formal interactions between acknowledged
representatives of economic and political organisations and
informal relationships between individuals, voluntary

y - 20
organisations and government.

Each of these theories throws 1light on the relationships
between state and economy from a particular perspective and
suggests important questions to be addressed in analysing
substantive issues in the development of Queensland's
relations with Japan. These include the way in which the
growth of trade created demands far supportive or
facilitative peolicies, whether the State's responses
reflected only the interests of business, and the extent to
which diverse groups were able to influence policy outcomes
and at least partly displace the pressures from capital. It
is also relevant to ask how important in Queensland was
economic growth as a «criterion in @establishing the
legitimacy of government. Given the significance of
Japanese trade as a stimulus to growth, was there a
commonality of interest ©between the State and those
businesses developing the trade which formed the basis for a
"duality of leadership"? Did the processes of policy
development follow a single pattern, or were there a variety
of processes in which the institutions of the State
interacted in different ways with businesses, individuals,
and interest groups in society ?

Any adequate analysis of the role of the state in Australian
economic life at national or sub-national level must take
into account the way 1in which federalism fragments the power
of the state and permeates the fabric of the politico-

economic system.
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THE IMPACT OF THE FEDERAL SYSTEM

The growth of a substantial trade relationship between Japan
and the peripheral States of Queensland and Western
Australia brought into debate a number of issues related to
the nature of Australian federalism and its impact on
economic decision-making. These 1issues included the
division of powers between the States and the Commonwealth,
in particular the extent to which the Commonwealth could
negate or frustrate State decisions about economic
development, the adequacy of Federal-State financial
arrangements and the significance of bilateral and
multilateral treaties and obligations for the States. These
issues have arisen because for Australia, as for most
federations, the classical definition of federalism is a
theoretical construct rather than a realistic description.
The central and regional governments are not in their
respective spheres "coordinate with the others and

- Rather, while the national and

independent of them".
State governments maintain a degree of autoncmy,
interdependence and interaction are essential features of
the federal system. The functions of central and regional
governments are closely interwoven, with significant areas
of overlap, intermingling and blurred responsibility. On
particular issues, State and federal governments may be co-
operative, complementing one another to achieve a common
goal; at other times they have opposing views or approaches
which are unable to be reconciled. There is no clear cut
division of jurisdiction; power and administrative
activities are shared, with neither tier of government
subordinate to the other. Decision-making in the federal
system thus has a "multiplane dimension"® in which outcomes
depend "on the balance of power among various federal, state
and corporate players and the political economy dynamics at

; ; 23
any particular time".
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Divided sovereignty

The tension between federal and regional governments
concerning their respective powers originates in the
formation of the Australian federation from pre-existing
regional units which agreed to share their sovereignty with
the new national 1level, retaining for themselves those
powers not exclusively vested in the Commonwealth or
specifically removed from the States. The States did not
relinquish their sovereignty; on the contrary, as Wiltshire
argues, it is jealously gquarded and "entrenches the position
of the States in relation to Australian priorities",
constituting "the whole foundation" of their bargaining
position within the federation.” There are very few
exclusive, or effectively exclusive, Commonwealth powers,
and in many fields State and Federal Governments exercise
powers concurrently, while there are others where the

legitimacy of authority is contested.

In principle, the functions of Federal and State governments
are divided so that national or international issues are
assigned to the Federal level and matters whose effects are
confined within a State are assigned to the State level of
government. Thus the Commonwealth was given or has acquired
over time a range of powers such as macro-economic
management, external and interstate trade, and foreign
affairs. In addition, determinations of federal authorities
and agencies such as industrial tribunals have established
benchmarks which, 1in practice, have been closely adhered to
even within State Jjurisdictions. The States exercise
extensive influence over local and regional development
through their control over resource ownership, their
residual powers over infrastructure and services essential
to industry such as power and transport, and over the
provision of urban and regional facilities. But in the
twentieth century, external and internal, national and local
concerns are so 1interwoven that almost every activity has
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become the subject of national interest and of federal/State
politics. 1In reality the relationship is a "vast crisscross
of formal and informal transactions, traversing both the
areas demarcated within the ‘division of power' and areas
untouched by and unknown to the original division".?

Demarcation lines are both fluid and ill-defined.

The division of powers and functions between the tiers of
government has important effects in shaping the decision-
making process. Constitutional provisions and their
subsequent interpretation by the High Court have made the
national government effectively supreme over the States in
many areas. This dominance is reinforced by Commonwealth's
effective control over State revenues through the
centralised taxation system and the Commonwealth-State
financial arrangements, and by the fact that the States have
little or no input into "bodies which allocate powers,
resources and values" such as the Industries Assistance
Commission, the Reserve Bank, the Industrial Commission or
the Australia Council.®® The existence of the separate
State and Commonwealth 1legislatures, bureaucracies and
publics gives issues multiple points of access to the policy
agenda27 and raises the possibility of interest groups'
playing one agency or tier of government against another in
ways not possible in a system of undivided responsibility.
Wiltshire has ©pointed out that achieving a workable
accommodation of so many competing interests over a range of
policy spheres requires concerted action among separate
governments on a regular basis. This tends to result in a
proliferation of executive federalism through
intergovernmental machinery established to mediate and
coordinate these interdependencies. This machinery itself,
from the Premiers' Conference and the Loan Council to
Ministerial Councils and meetings of administrators, may
become an avenue for power plays between State and federal

28
governments.
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Friction may be generated over fields of jurisdiction or the
conflicting demands of particular regional issues,
industries or interests or because of different policy
objectives pursued by State and Federal governments.
Export-oriented resource development is one area of
considerable jurisdictional overlap and conflict of interest
where States stress rapid development, while the
Commonwealth may pursue other objectives such as resource
conservation or naturalization of foreign investment which
it deems in the national interest. Such disagreements can
be escalated beyond their natural significance - "catapulted
to the centre of attention by being coupled with an outbreak
of direct state-commonwealth confrontation" in which a State
leader can "mobilise strong sentiments of state patriotism"

under the banner of "states' rights".29

Queensland's
campaign against Federal guidelines for mineral export
prices and its use of export controls is a classic example.
Although such disputes may be aggravated by partisan
differences between political parties, regional 1loyalties
often supersede Party ties and make possible alliances
between State Premiers of very different political
persuasion or bitter disputation between State and Federal
governments of the same political party, though sometimes
for political purposes rather than for substantive

divergences of interest.

Reqgional differences

The divided structures and responsibilities of the federal
system elsewhere in the world are often the expression of
major cultural, social or religious differences within the
nation. Although there are no similar cleavages within the
Australian society, it has nevertheless been art;,u:.ed:;0 that
there are differences between regions of Australia
sufficiently great to be better served by a federal rather
than a unitary system of government. Such differences,

whether perceived or real, have become institutionalized and
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entrenched by the existence of regional States and
reinforced '"by policy singularity, by emphasising heterodox
rather than orthodox views and issues".’' This is especially
true of Queensland where mistrust of "the south" is part of
political orthodoxy and political leaders make a virtue of
asserting that Queenslanders really are different.
Certainly the States differ in many ways such as their
geography, climate, resource base, history and social
composition, economic structures, and the laws and
administrative arrangements built up over time to cope with
the particular demands of their residents. In addition, the
natural differences have been exaggerated by politicians
such as Premier Court in Western Australia and Premiers
Hanlon and Bjelke-Petersen 1in Queensland for their own
purposes. Within each State, the relationship between
groups, elites and government forms a unique political
pattern that in some way is seen to represent the demands

and preferences of its particular citizens.

The complexities of divided functions, and disputes
regarding "the distribution of competence between the centre
and the regions" 2 led to the establishment of the High
Court to interpret and police the operation of the
Constitution. Its decisions have generally supported the
steady accumulation of power in the hands of the
Commonwealth, and have been one method of adjusting the
balance of power within the federation to accommodate "the
shifting balance of common and disparate values, interests
and beliefs" that are "reflected in more differentiated or

y ; 33
more 1ntegrated relations'".

Federalism and International Relations

Of particular interest in the postwar period has been the
way in which the changing nature of international relations
relates to the Constitutional division of powers between

State and Commonwealth Governments. This has proven of



30

especial significance to Queensland.

Section 51 of the Constitution clearly gives the Federal
government concurrent powers over external affairs
{S.51(xxix) } and over trade and commerce with other
countries({s.51(i)}. But the nature of external affairs is
changing from the "classical agenda" of "boundaries, spheres
of influence, national security and balance of power"34 as
many issues impinge on both international relations and
internal politics, and patterns of international economic
dependency involve both national and regional economies 1in
global issues. As foreign and domestic policies have become
more intermingled, there has been difficulty in determining
the extent of federal powers and the boundaries of State and
federal responsibility, especially in matters on which there
is no consensus and where previously the Commonwealth seemed
constrained by the federal system.

One of these areas has been the application of the external
affairs power to a range of issues, including many which
would otherwise fall within the jurisdiction of the States.
Some of these matters are the subject of bilateral or
multilateral treaties, many of which are readily agreed to
by the States because of their coincidence with State
priorities, because pressure of sectoral interests ensures
State cooperation, or, more rarely, because affected States
have been involved in treaty negotiation. In addition,
formal cooperative arrangements were established in 1977 so
that the implementation of treaties is a highly consultative
and democratic process, with States closely involved.™
Nevertheless, the broadening scope of treaties and the
tendency for High Court interpretations to extend the
jurisdiction of the Commonwealth have caused concern in the
States that they are unable to prevent the steady erosion of
their authority since they do not possess a residue of
exclusive powers which are beyond the reach of superior

Commonwealth legislation. In Queensland, such concern led
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in 1974 to the establishment of a Treaties Commission to
assess the effect of international treaties on the State and
make recommendations about the extent of cooperation with
the Commonwealth in their implementation, and Queensland,
together with Tasmania, suggested to the Constitutional
Convention that the Constitution be amended to 1limit the
application of S51(xxix) and the intrusion of the

Commonwealth into their affairs.

The most protracted and bitter disputes between the
Commonwealth and the States related to external trade have
centred around natural resources and their development,
often for export. Residual power over resources lies with
the States, but the Federal Government is able to intervene
indirectly through the use of its authority over such
matters as foreign investment, taxation and external trade.
The use of these powers, for example to effectively end sand
mining on Fraser Island, has been the focus of State-Federal
conflict and of wide disagreement among conservationists,
miners, the legal profession and the States on the costs and
benefits of Commonwealth intervention.>® Essentially these
disagreements relate to differing interpretations of the way
in which trade, economy and resources can be managed in the
light of the sometimes conflicting interests of the
Australian community as a whole and those of the particular

State in which development occurred.

International relations and economic well-being are
inextricably 1linked in a State such as Queensland where
economic growth is heavily dependent on production for
export to Japan. Federal responsibility for external
affairs and the ability of the Commonwealth to extend the
application of this power to previously purely domestic
issues created a barrier limiting the State's ability to
encourage particular kinds of development within its own

borders according to its own priorities.
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Federalism and the role of the state

Wiltshire argues that features which are inherent in
federalism such as fragmentation, diversity, multiple
centres of power, and complexities in law-making,
administration and co-ordination extend beyond the formal
structures of State and Federal governments to underpin the
many organisations of social and economic 1life. Trade
unions, political parties, agricultural and business
organisations, for example, embody the federal structure,
having a significant State orientation as well a national
interest.>’ This exaggerates the opposing tendencies for
political and economic developments on the one hand to
centralise national 1life and on the other to allow the
States, especially those with strong international links, to
pursue their own interests. The relationships between a
State and business within its borders are made more complex
because they 1involve not just the national 1level of
government and 1its agencies, but the national 1level of
economic, business and political organisations as well.
Substantive questions of policy and policy implementation
may generate cooperation among the different parties and
organisational levels or a pulling in many directions.
Policy formulation and implementation may become entangled
in other issues dividing the parties, in the general climate
of interrelationships, or in a struggle between the
participants over their respective powers. The segmented
pattern of policy-making and the variety of organisational
structures inherent in the federal system restrict the
State's influence over its own development and set the scene
for a diversity of State-business relationships varying with
the Constitutional division of responsibilities, the
structure and functions of the organisations involved, as
well as the policies and priorities of the State itself.
Federalism thus has a profound bearing on the role of the

state in Australian economic life and particularly on the
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role of a regional State such as Queensland with an outward-

oriented economy.
THE STATE IN THE AUSTRALIAN ECONOMY

Until the late 1960s there was very little interest among
political writers in seeking to analyse the role of the
state in Australia at either national or regional 1level.
Studies concentrated on the machinery of government
administration, the institutions of the politico-economic
system, and on the ways in which diverse groups sought to
take advantage of the numerous foci of decision-making power
in a federal system. Galligan33 argues that interest in the
role of the Australian state was revived by a combination of
international and domestic events. These included the
resurgence of nationalism, the decline of British influence,
the rising economic and strategic importance of Asia,
together with the changes in style, attitudes and policies
at national and State level after the retirement of Menzies,
the revitalization of the ALP and the election of the
Whitlam government in 1972, and the defeat of long-standing
State governments such as Labor 1in Queensland in 1957. In
the economy, by the 1970s, the postwar period of relatively
constant economic growth with low inflation and unemployment
gave way to stagflation. Seemingly intractable economic
problems precipitated in Australia, as in other Western
economies, a debate about the efficacy of Keynesian economic
policies and the role of the state in stimulating economic
growth, especially in an economy increasingly vulnerable to
movements in international investment, dependent on volatile
patterns of international trade and influenced by the
decisions of transnational companies. Economic development
based on secondary industries in the southern States gave
way to resources-based, export-oriented growth in the
formerly less-developed States of Queensland and Western

Australia.
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These structural changes "upset the settled patterns of
state politics and affected the established balance" between
the States.“ New tensions were created among the States and
between the States and the Commonwealth over issues such as
resources policy, environmental protection and foreign
investment, as well as over broader gquestions such as the
impact of regional developments on Federal-State financial
arrangements and the extension of Commonwealth power into
areas integral to economic development in the States and
where State control of policy had not previously been
questioned. States such as Queensland led a vigorous
opposition to Commonwealth policies which appeared to
threaten their interests, often escalating the dispute into
an lssue of "States' rights", utilising the Senate as the
States' House in the Parliament, together with the State-
oriented sections of the media and the State councils of
political parties. It was obvious that the States were very
much alive, despite the contentions of earlier writers such
as Laski'® and Greenwood* that they were obsolescent and
the fears of contemporaries such as Ste‘s.hﬂ_rlsc}n,"2 Crough and
lv\ifhtaeli-.'right,.'r'3 and Patience and Scott“ that those States
which had been the main beneficiaries of the resources boom
had become tied to international markets and international
capital in ways which drew them apart from other States and

which could lead to the fragmentation of federalism.

Hancock” and Eggleston“ had much earlier recognised the
active role of the States in providing the framework of
economic infrastructure, and to some extent in stimulating
and diversifying economic development. For the average
citizen, it was the regional state rather than the remote
government in Canberra that was "a wvast public utility whose
duty it 1is to provide the greatest happiness for the
greatest number".*” In the pattern typical of new settlement
or frontier societies such as Australia and Canada,
substantial state intervention was required to create the

conditions for economic growth in a hostile physical
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environment with little community infrastructure. Hancock
called this a type of "state socialism"*® which had arisen
not for ideological reasons, but as the only practical way
of responding to the needs imposed by the circumstances of

the time.

When serious discussion about the role of the state in
Australian life resumed in the early 1970s, neo-marxist
writers such as Connell and Irving questioned whether, in a
capitalist society, the state was manipulated by elites of
the dominant class seeking to preserve or enhance their
privileged position.‘p As a particular case, Crough and
Wheelwright argued that the penetration of Australian
business by international corporations and the dependence of
the economy on international trade condemned the Australian
state to a "client" status whose function was "to shape the
future development of the economy" for the benefit of
foreign corporations.50 This exaggerated view of the
impotence of the Australian state was modified by later
writers such as Tsokhas who acknowledged that the major
sectors of capital had a significant input into politics and
considerable power within the decision-making process.si1 Oon
the other hand, Tsokhas showed that, even in mining where
foreign ownership is very high, Australian company officials
and Australian governments have been able to st
independently, sometimes despite opposition from parent
companies abroad.’® Tsokhas found that the Australian state
was not a tool wielded in accordance with the desires of a
homogeneous, economically dominant class, nor was it a
perfectly integrated system. Policies adopted by branches
of the state were influenced by business, but also by
political parties, alliances or conflicts with other sectors

of the state or were motivated by their own interests.>

Galligan rejects both the "doctrinal limitations of Marxist
class analysis" and '"the emasculating assumptions of

pluralist ‘interest group!' theory" as a basis for
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understanding "the modern state 1in principle, and the
Australian state at both national and regional state
levels."”™ He calls for a more ‘state-centred' explanation
that takes account of the dependence of Australia's economy
on the international marketplace, the ‘settled' national
policies and institutions that are only occasionally
politicised, and the special arrangements between the state
and business that are made away from the political
limelight. He further suggests that the assertiveness of
States such as Queensland and Western Australia shown, for
example, 1in Kkey decisions concerned with the management of
resources development, Jjustifies the extension of the
"state-centred" approach to the relationship of subnational

as well as national units to the economic system.

Recent studies have investigated the close association of
government and industry, but pointed to the difficulties of
regarding the state in Australia as a partner in corporatist

. The adversarial nature of Australia's

negotiation.5
industrial relations system, the fragmented structure of the
organisations representing employers and their inability to
agree on a common position on issues such as taxation and
tariffs, and the 1inability of employer and employee
organisations to guarantee policy implementation by their
members are obstacles to corporatism. Further, the ability
of interest groups to take advantage of the multiple points
of power afforded by federalism makes corporatism unlikely
at the national 1level over an extended time pericd.
Tripartite wunion, business, government negotiations did
occur in establishment of the Accord in the 1980s and
through the proliferation of advisory boards and committees.
Gerritsen calls this "consensual corporatism", sustainable
only in the face of national economic crisis, while the
Opposition is weak and business is convinced it must work
with a Labor Government, and while the ACTU is able to exert
moral authority over strong unions in industries which could

. i 56
otherwise pass on wage 1lncreases.
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Studies of the regional States reveal a pattern of
interventionism in which the State role varies with the
peculiar 1local history and social and economic contexts
which underlie it. In South Australia, Sheridan has
identified the facilitative role of government through
infrastructure investment, the establishment of public
corporations, the regulation of manufacturing, service and
labour markets and above all, the deliberate public
connection of "growth policies to welfare and distributional
benefits widely understood and shared by the community".S?
In Western Australia, Head describes "a significant
entrepreneurial element" in State intervention, particularly
for development in remote areas, and a "partnership" with
private capital in which the State provided ad hoc support,
together with overall policies designed to attract capital
and enhance the profitability of private enterprise.SB In
Victoria, the Cain government went beyond the traditional
facilitative role of the State to provide more direction to
the economy. The State became directly involved 1in
providing some of the dynamic of economic growth through
planning mechanisms that allowed the efforts of public and
private sectors to combine and through government bodies
such as the Victorian Economic Development Corporation which
provided both financial assistance and equity capital for

joint government-private sector enterprises.

Queensland's experience also suggests that interventionist
economic goals are relevant at the subnational 1level and
that the relationships between State and economy in
achieving them may be viewed from the general theoretical
perspectives, although modified by 1local conditions and
history. We turn now to examine key aspects of Queensland's
historical experience which form, with the theoretical
considerations, the foundation for an understanding of

state/economy relations in Queensland.
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THE QUEENSLAND CONTEXT

Considered in conjunction with the wider array of
contemporary and historical relationships with business,
Queensland's role in the development of trade with Japan is
seen to be an extension of traditional patterns of active
involvement in economic 1life. Historical studies suggest
that involvement has been characterised by the priority
accorded to development and decentralisation, by a
preference for indirect influence rather than direct
participation, by the belief that the dominance of southern
financial and goods markets restricted the achievement of
Queensland's potential, and by the attempts of successive
Governments and Premiers to propel the State into rapid
growth through their support for large-scale, speculative
ventures heavily dependent on outside capital and foreign

markets.

Shared ideology of development

The growth of Queensland's relations with Japan occurred
firmly within the context of well-established and widespread
commitment to "development" as the primary interest and
objective of the State. Queensland politics was '"the
politics of development; concerned with things and places
rather than people and ideas".” The broad traditions of
how that development should proceed had their roots "in the
very beginnings of the State and permeate(d) its history".bo
They comprised four essential elements:- an emphasis on
primary industries, active promotion of decentralisation in
all areas of the State, recognition of the need to obtain
and accommodate southern and/or foreign capital, substantial
government involvement. These attitudes and patterns
provided a background of support for the resumption of trade
with Japan in primary products, the import of Japanese
manufactured goods especially for works and housing, and for

the growth of mining in central Queensland.
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When Hanlon took office 1in 1946, the general shape of
development and the government's role in achieving it had
long been entrenched. The State's priorities lay in the
growth of primary production - "the natural occupation of
mankind"®- and the government insisted on planning for the
settlement and development of even marginal rural 1land
despite postwar Commonwealth plans to give priority to
secondary and tertiary industries. Very little came of the
hope of the Secondary Industries Commission that wartime
manufacture, though largely confined to Brisbane, would form
the basis for a "surge of industrialisation in centres away
from the capital cities" through a mixture of public and
? Little heed had been paid to the
advice of Professor Brigden (Director of the Bureau of

. R e P S T . |
private 1nitiative.

Economics and Statistics) 1in 1933 that a '"planned and
stable" economy would need "large comhines",63 and such
industries as did develop were mostly small scale processing
or branch industries making products too expensive to
transport interstate. According to Wiltshire, the
commitment to a rurally-based economy, to traditional ways,
and to equality of treatment for all regions was
sufficiently widely held to be a major factor inhibiting the
development of secondary industries in the late 1940s and
50s. "There were simply no votes to be gained" from
encouraging particular large-scale projects or encouraging
specific sectors or regions to lead the way towards economic
growth.“

Under both Labor and National-Liberal Coalition Governments,
the importance and urgency of developmental works overrode
many other considerations. Faced with chronic shortages of
materials, Hanlon was willing to import supplies from Japan
despite the probability of strong anti-Japanese sentiment in
the community. The State Electricity Commission obtained a
permit to import insulators, the import of Japanese steel
and cement was proposed, especially for the Burdekin and

Fitzroy bridges, and galvanised iron obtained for the
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Department of Works and Housing. Similarly, Fitzgerald
arques,65 twenty years later, the Bjelke-Petersen
government, buoyed by prospects of economic growth based on
developments in mining and tourism, 1ignored sustained,
widespread and popular opposition to allow o0il drilling on
the Great Barrier Reef, sand mining on ecologically
important sites such as Fraser Island and the development of
the Iwasaki tourist resort at Yeppoon. Opponents were
pilloried as "ratbags" and Environmental Impact Statements
regarded as bureaucratic nonsense invented by southerners
with 1little wunderstanding of the needs of resource
development and used by them in an attempt to deprive
Queenslanders of opportunities for growth and prosperity.66
The single-minded pursuit of "development" and the societal
values associated with rural conservatism made it extremely
difficult for the —countervailing power of pluralist
interest-group activity to operate effectively in
Queensland. At the same time, the pursuit of development
and the understanding of its nature served to unite the
disparate goals of government and business and provide a
basis for shared effort towards taking advantage of trading

opportunities in Japan.

Indirect and piecemeal intervention

In the main, post-war governments 1in Queensland, whether
Labor or Country-Liberal, did not involve themselves
directly in business. The prewar Labor ventures with State
ownership of or participation in business firms were
rejected even by the ALP itself, although the socialisation
of the means of production, distribution and exchange
remained part of the Labor Party platform for many years.
The Liberal and National Parties believed there should be
planning for specific purposes, but thought that government
activity should support and stimulate, but not replace,
private investment and personal effort.” Even after the

State became more actively involved in economic life in the
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1970s, the Queensland government did not invest directly or
take equity positions through semi-government bodies to

enable it to be involved in commercial projects.

Instead, expenditure on public works and infrastructure was
relied on to stimulate overall economic growth and to

encourage or facilitate developments of particular kinds or

in specific locations. Under Premiers Hanlon and Gair, the
Government Works programme was centred on basic
infrastructure - water, electricity and communications - to
promote decentralised development. Serious efforts were

made to plan for the future growth of the coal industry as
the basis for electricity production and industrial
development. Grandiose entrepreneurial schemes for a State-
wide hydro-electric grid, huge irrigation works, and the
development of large farm areas to supply food for export
were intended to encourage the expansion of rural production
and the growth of closer settlement. Industries attracted
by plentiful coal, cheap electricity and raw materials were
to be the means of ending the industrial inferiority complex
fostered by industrialists in the south.

Both the Gair and Nicklin Governments undertook a series of
ad hoc measures lacking any particular direction or plan to
encourage and induce the establishment of secondary
industries throughout the State. Industrial estates were
developed, firms such as Bitumen 0il given technical advice
and assisted 1in finding suitable sites, and businessmen
encouraged to form local branches of the State Development
Association to bring forward proposals to a Development
Advisory Committee. Premier Gair himself tried to interest
overseas firms such as F.H.Lloyd and Co. of the UK in
building an iron and steel works 1in north Queensland and to
encourage resource development. But the state did not take
a pro-active or leading role in promoting industrial
expansion through private enterprise as the South Australian

government had done, for example, during the late 1930s.
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Business generally had to struggle along as best it could in
the face of large, well-established southern firms with
their bigger markets and easier access to capital. Many
small industrial operations and the main 1local retailing
firms were subsumed within larger southern-based

; ; 68
organilisations.

The way ahead was pointed out by the Economist Intelligence
Unit of London, retained by the government to prepare a
survey into the State's economic development, to determine
the most suitable industries and the methods of attracting
investment. Its Report outlined the problems to be overcome
- a gross shortage of all-weather roads, a pattern of rail
freight rates favouring primary rather than manufactured
products, a shortage of capital, and a lack of technical
facilities. It identified '"the basic triangular pattern of
Queensland trade" with imports consisting "largely of
manufactured goods from other States and exports of raw
materials and foodstuffs, predominantly overseas". What was
needed was to "break through the existing web of circular
causation and thus increase the tempo of activity". This
could be done only by the government or some private
enterprise with sufficient capital to provide infrastructure
of optimum size, well ahead of the time when it would be
used to its capacity, involving a substantial element of
risk and a long time span before recoupment of outlay.ﬁq
Prospects, initially in the United States market for beef,
and in the Japanese market for sugar, coal, bauxite and
alumina provided the stimulus for this kind of change and
for investment by private enterprise, supported, facilitated

and influenced by government.

A new vision

The election of the Nicklin Country-Liberal Party Coalition
in 1957 did not of itself provide a break with the
traditional concepts of the nature of development and the
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State's role in achieving 1it. The four basic elements
remained, although the balance between them began to change
as the new government endorsed secondary industry as the
primary objective, while retaining primary production as the
core of the economy. The Coalition promised to break away
from the stagnation of an economy based on rural industries
and small-scale processing. This economic pattern had
historically been supported by all political parties, but by
the 1950s it had become identified with the ALP Government.
Philosophically, Labor Party policy embodied support for
closer settlement, decentralised development and rural
industries; realistically, the Party depended for financial
and electoral support on the dominant section of the Party
organisation, the AWU, whose core membership derived from
unions representing workers 1in craft-based industries and
rural occupations. The new government wanted to distance
itself from previous policies and to emphasise the change
from Labor to Country-Liberal rule. The political desire
for change was reinforced by the poor condition of the
Queensland economy which had not fully shared in the postwar
economic boom and was severely affected by the recession of
1960-61.

But the encouragement of secondary industries as envisaged
by the coalition parties was not the catalyst for the change
in the concept of development. That was provided by
opportunities in the international market, especially in
Japan, identified by private enterprise, but requiring more
than general infrastructure support to be translated into
viable development. A series of discoveries and
opportunities associated with o0il, «coal, bauxite and
processed zinc and copper held out the prospect of

T 70

"unparalleled" developmen with decentralisation based on

resources rather than on closer-settlement farming.”

Some projects such as the o0il discovery at Moonie did not
fulfil their original promise, but many others were
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successful, and collectively they changed the perception of
nature of Queensland's resources and how they could be used.
Developments in resource industries were reinforced by
prospects for greatly increased sales of agricultural
products to Japan and, to a lesser extent, the United
States. The most important of these were beef and sugar,
but they included products such as cotton and tallow which
had been exported to Japan before World War II, as well as
"new" exports such as bone meal, sorghum and wheat.
Queensland developed a type of dual economy, with a base of
small-scale, decentralised local enterprises supplying
domestic markets, and a superstructure composed of sections
of rural industries together with large-scale resource-based
enterprises producing for export. It was this latter
segment which was to become the 1linchpin of Queensland's

economic development.

At first there was no clear idea of where these separate
resources projects would lead. Overseas advice was sought
from a Canadian consultant, Charles R. Hetherington and Co.
on how to make the best use of the energy resources of the
State. As the extent of those resources and the level of
overseas demand became clearer, the government began to take
a wider view of potential industrial growth and the
possibility of exporting "the products of our cheap power,
our virtually inexhaustible raw materials and our proven
skills".™ Mining came to be regarded almost as a secondary
rather than a primary industry and the government's
commitment to industrial growth was thus extended to
resources development and to processing industries and
industrial diversification which were expected to follow.

The Governor's Speech at the opening of Parliament in 1964
reported the beginnings of many such projects indicative of
the State's industrial expansion including automotive,
chemical, gas, oil, cement and mineral extractive
industries.” As industrial growth became increasingly

entwined with mineral production, the government realised
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that developments in mining, supported by the growth of
rural industries, and made possible by export opportunities,
could form a viable platform for decentralised economic

development.

In 1962 the Government introduced three major development
Bills - the Beef Roads Scheme, the Brigalow Scheme, and the
Thiess Peabody Coal P/L Agreement Bill. These Bills formed
the legislative basis for developments that would lead to
the export of beef and coal to Japan and were the first
projects 1in which the government was involved from the
earliest stages of planning, government requirements and
decisions had a major influence on costs, and the
infrastructure which was provided as an integral part of the
project often extended in time and scope well beyond the
initial undertaking. They marked a break in what the
Economist Intelligence Unit had called the "safety-first
protectionist attitude" of holding fast to what had been
achieved without looking ahead at what might be in the

futurez.?5

By the end of the Nicklin premiership there had been a
change in traditional attitudes about how development should
occur 1in Queensland. Agricultural and pastoral growth
continued in customary ways, but the apparently random,
unplanned and often tardy support given to basically small
industries began to be replaced by a conscious policy of
emphasising large capital ©projects, with  substantial
government involvement and assistance. Concentration of
effort around mining and resource-based industrial complexes
had begun and a new set of relationships between State and
business developed beside traditional structures. There was
no complete break with the past, but rather a revitalization
of the 1long-held belief in Queensland as a land "holding
promise of economic potential eclipsing any other Australian
State", which would one day 1lose its "cinderella state"

image and assert its rightful place politically and
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economically.

Patterns of State involvement

Large-scale, high risk, economically complex projects
provided the dynamic of Queensland's take-off into economic
growth and underlined the legitimacy of the Liberal-National
government. This sector of the economy thus occupied, in
Lindblom's terms "a privileged position" in carrying out
some of the functions of the state. It was supported by "a
set of governmentally provided inducements",n although the
magnitude and extent of the benefits shifted over time
between State and business interests.

The precise forms of State involvement varied widely from
one industry and project to another, particularly at the
outset when there was no real policy and each proposal was
dealt with as a single entity. Small-scale projects such as
the proposal to combine the output of small copper gougers
into saleable quantities to meet Japanese demand received
little su;:)pcurt.?lEt Interest was concentrated on large
proposals forming the superstructure of the dual economy.m
In traditional areas of regulation and assistance,
essentially agriculture and pastoral industries, the State
and Federal governments provided infrastructure such as
water and roads to enhance natural advantage, and assisted
industries to compete in volatile world markets. For the
most complex and large-scale projects the State collaborated
with business in defining the needs of the enterprise and
devising and co-ordinating ways of meeting them. This did
not necessarily mean that business interests prevailed over
those of the State where the two were in conflict. The
Government's refusal to excuse o©0il companies from the
requirement to process the more expensive Moonie crude as
well as imported oil is a case in point. Mining and mineral
processing were to provide the raw materials and energy on

which Queensland's industrial growth would be based, and it
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was inconceivable that the local product would not be fully

utilised.aa

The commitment of many branches of the state to the ideology
of development was essential to the pace and success of
agricultural and resource-based projects. Local Authorities
in shires and towns such as Blackwater and Gladstone had to
be willing to move well outside their previous experience to
plan community facilities for the workforce associated with
developments in Queensland-Japan trade. Harbour Boards co-
operated in the development of new ports and facilities,
Queensland Railways planned new lines and rolling stock and
the upgrading of existing track, the Electricity Commission
enlarged and reorganised power generation to ensure supplies
to heavy electricity users. Investment in steaming coal was
encouraged, not just for export, but because it fitted into
the government's plans for the development of electricity
for further industrial growth. By the 1970s, general
infrastructure planning was integrated with large-scale
resource-based development, and the government and its
administrative agencies had developed "a far-reaching
network of regulatory, planning and promotional activities
concerned with monitoring and assisting particular patterns

; W 81
of economic activity".

The State accepted some of the risks of development in both
agriculture and resource-based industries. There had, of
course, always been an element of risk-taking associated
with large irrigation schemes such as Tinaroo, and in the
support for one-off speculative ventures such as the Peak
Downs Scheme or the development of Blair Athol by the
British Electric Corporation (Overseas) Ltd. Now the risks
involved industries which were integral to the direction of
the State's development, and in the early 1960s at least,
essential to the establishment of the Coalition government's
political credentials. Some risks centred on the

government's plan to develop east and central Queensland by
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opening land and developing ports and beef roads, while
others were associated with the optimistic expansion of the
sugar industry in the early 1960s in the expectation of a
continuing market in Japan. The rise in incomes, the flow-on
effects to other industries, and the chance that this spurt
of development would begin the State's take-off into
sustained economic growth were sufficient justification for
the risks of ©providing infrastructure in excess of
foreseeable needs and of encouraging increased production

ahead of secured and profitable markets.

An essential component of promoting Queensland development
was the maintenance of a "good business climate" and an
image of a progressive State in which the leadership was
committed to economic growth. An important step in
achieving this change of 1image was the removal of
responsibility for State and Industry development from more
junior Departments to the direct responsibility of the
Premier and hence into a powerful Department of paramount
importance to State welfare. This change in status was
reflected in a more confident image as Queensland began to
"break away from being a branch-office State, a State whose
fate 1is determined for us by outside organisations and
ocutside capital".32 The new image was no longer promoted by
"propaganda and publicity blurb [which] would not satisfy an
advertising agency let alone a hard headed industrialist or
a business-man from overseas“83 but by an expanded and
professional Public Relations machine similar to that of
Premier Court of Western Australia. Part of its role was to
help maintain business confidence at a peak and to portray
an image of a go-ahead State of boundless opportunities to

encourage the continued inflow of foreign investment.

Structurally and politically the Premier was the focus of
this progressive, pro-business 1image as he and his
Department were directly involved in major gquestions of

economic policy-making and in relationships with business
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and other 1levels of government. The tradition of strong
leadership was an integral part of Queensland politics and
Hanlon, for example, had been "one of Australia's most
discussed and formidable political leaders" who "drove his
Cabinet as a team where he wanted to take them" as Forgan
smith had done.® 1In the 1970s and 1980s the strong Premier
was epitomised in Joh Bjelke-Petersen whose government and
leadership were virtually unthreatened for two decades. The
longer his term in office, the greater the image of
stability much prized by large investors whose projects are
long-term commitments with many years of expenditure before
a profit can be expected. Underlying tensions between the
National and Liberal Parties, culminating in the dissolution
of the Coalition 1in 1983, only served to increase the
dominance of the Premier and the association of his
administration with large investers, mining companies, and
Japanese traders. This was complemented by a change of name
from Country to National Party and a broadening of the
Party's support base from rural and small town interests to

the provincial cities and suburban areas of Brisbane.

The success of the rural and resource-based projects which
began to form the leading sector of the Queensland economy
depended on adaptations by both State and busliness to meet
the changing demands of large industries, capital-intensive
production, and the needs of a variety of marketplaces at
home and abroad. These adaptations required new forms of
State-business involvement though they were contained within
the traditional boundaries of indirect influence rather than
direct participation by the State and continued the belief
that a leading project or sector would precipitate a rapid

take-off into economic growth.

Relations with the Commonwealth

The development of export-oriented rural and mining

industries created new pressures on the relationship between
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the State and the Commonwealth Jjust as it had on the

relationships between the State and business.

Queensland's relations with the Commonwealth Government had
historically been a mixture of cooperation and conflict,
regardless of the Parties in Government. In the postwar
period, both national and regional governments had broadly
shared a commitment to rapid development.85 Even after
Commonwealth priorities changed in the early 1970s, on many
issues, such as water resources or northern development,
State and Commonwealth interests coincided and diverging
views were worked out within established consultative
mechanisms. On other issues, the priorities of Queensland
and the interests of its dominant sectors of capital -
mining, farming and foreign investors - diverged from those
in the southern States or of the Federal government,
Queensland interests generally were opposed to restrictions
on international capital movements, controls on land use,
and to high tariffs which benefited manufacturing capital
concentrated in southern States. Queensland urged the
Commonwealth to recognise the bilateral nature of trade and
to do more to meet Japan's need to export its manufactured
goods, otherwise "that important customer would be unwilling
or unable to maintain her valuable purchases of our primary
products".86

The most serious disagreements arose over the respective
jurisdictions of State and Commonwealth, the way in which
"development" overrode other interests 1in Queensland's
priorities, and the basic objectives of resources policy.
Mining was a major issue for the Commonwealth as well as for
Queensland because of its contribution to Australia's
economic growth after the mid-1960s, and its importance in
the Australia-Japan relationship. In addition, Australia's
role as "a strategic anchor sheet in Japan's raw material
procurement"m' gave the management of the trading
relationship considerable regional and international
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significance, emphasising its importance for the national,
rather than simply the subnational government. As boom
conditions disappeared in the 1970s, conflict arose because
of the State's desire to continue the pace of development
and the Commonwealth's need to deal with "longer term
problems of allocating the benefits in a way satisfactory to
each party, reconciling bilateral interests with
multilateral objectives“.aﬁ The problem was exacerbated by
the alliance between Queensland and Western Australia after
the election of Sir Charles Court in 1974, which added a
political disagreement about centralisation and State's

rights to a substantive issue of national priorities.

Queensland's "open door" attitude to foreign investment also
led to conflicts with both the Whitlam and Fraser
governments. Foreign <capital had been recognised by
successive Queensland governments as an important means of
achieving economic development and had been sought by Hanlon
to develop Blair Athol in the 1940s and by Deputy Premier
Morris in an effort to establish secondary industries in the
early years of the Coalition government. Up to the 1960s,
large scale projects in mining had been unable to attract
local venture capital, and Mount Isa Mines, for example, was
able to survive only with financing from the American
Smelting and Refining Company (ASARCO). The huge size of
the investments required in the 1960s and 70s, the
relatively poorly-developed 1local <capital markets, the
reluctance of Australians to enter speculative ventures, and
the complexity of the financing requirements contributed to
the importance of foreign investment.m In addition, foreign
companies contributed technical expertise 1in large-scale
development, established relationships with Japanese
companies, and a means of access to closely guarded foreign
markets. For Queensland, development was the primary goal
and foreign investment was not only supported but actively

sought and encouraged.
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For the Commonwealth government, substantial Australian
equity in resource development became an important objective
from the early 1970s as part of a change in community and
political values. Prime Ministers Gorton and Whitlam
established institutions to tap overseas markets for 1loan
funds rather than equity investment and to screen potential
foreign investments according to the "national interest".
Whitlam and subsequent Prime Ministers developed guidelines
for minimum Australian equity in new and existing mining
projects, which impacted directly on resources policy in the
States. Whitlam's actions coincided with a sharp decline in
minerals and energy exploration, partly in response to the
collapse of the world commodity boom and a rise in
Australian costs and prices. But Bjelke-Petersen and the
mining lobby blamed the ALP government entirely. Queensland
joined other non-Labor State governments (and occasionally
Labor governments as well) in "virulent and effective anti-
Canberra strategy and ideology"90 centring on the blockage
of important resources and investment 1legislation by the
Senate.

Mining was also the catalyst for major confrontations
between the State and the Commonwealth concerning the
relative priorities of rapid development and environmental
conservation. The dispute was highlighted by two major
controversies - Queensland's acquiescence in the late 1960s
in plans by Japex to drill for o0il on the Great Barrier
Reef, and in the 1970s, sand mining on Fraser Island for
rutile and zircon which were significant exports to Japan.
These decisions were consistent with the importance accorded
to rapid development in Queensland as a whole, by
Departments such as Mines and Lands which were responsible
for environmental aspects of particular proposals up to
1971, and by the Premier who subsequently oversaw such
matters through the Coordinator-General. But the growing
size and organisational sophistication of conservation

groups and a change in community attitudes counterbalanced
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the development ethos and made use of the multiple points of
access to the policy agenda in a federal system. Japex and
its partner, Ampol, responded to intense and well-organised
public pressure and withdrew from the Reef area. The
Commonwealth used its Environment Protection (Impact of
Proposals) Act of 1974-75 and the Australian Heritage
Commission Act of 1975 to hold an inquiry into Fraser Island
mining, to place the Island on the Register of the National

Estate and to prohibit exports of sand mined there.

Patience argues that the events of this time "tested the
outer limits of Australian federalism" and drew "the line on
further centralisation of the Australian federal systenm".
Bjelke-Petersen's "audacious challenge to the underlying
structural tendencies in Australian federalism" was
"successful in re-defining the residual constitutional

powers of the States and asserting their preeminence in the

federal system“.m

Queensland - a State apart ?

Queensland's historical sense of separatism, its mistrust of
the south and its sense of being unfairly treated by the
Commonwealth and the other States were important background
influences promoting Queensland's support for foreign
investment and its interest in looking outward to Japan and

other world markets as the basis for economic growth.

A pro-Queensland, anti-southern stance was taken by
politicians of all parties in an attempt to influence the
Commonwealth or to emphasise Queensland's independence and
its differences from other States. Hanlon, for example,
refused to transfer to the Commonwealth the authority to
licence the operations of commercial aircraft within the
92
State,

because "we dare not allow competitive interests outside

and would not participate in the Joint Cocal Board

Queensland to control our industries; our industries depend
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on coal. If you control coal, you control everything".93
The Federal decision to subsidise the import of overseas
coal by South Australia and Victoria in the 1950s was
criticised as a typical example of anti-Queensland activity
by entrenched southern interests and their supporting
politicians, despite assurances that it was a temporary
measure until local supplies could be organised. Similarly,
Premier Gair as Mines Minister bitterly opposed the
commonwealth's decision to discontinue the Australian market
for Mt. Isa copper and he "gate crashed a meeting ... 1in
Melbourne" to argue the Queensland case.”™ Even Party
loyalty was outweighed by State interests and there was
considerable hostility when support did not eventuate for
the Mt. Isa railway, which became "a critical internal issue
between Federal and State governments, or at least between
Liberal party interests in the south and ... Queensland
interests".” This sense of separatism reinforced the
determination of the government in Queensland to be active
in pursuit of cpportunities for economic growth which were
not dependent on capital from or markets in the southern
States and which had the potential to enhance Queensland's

status in the Commonwealth.

The development of rural and resource-based 1industries
directed substantially towards exports to Japan was part of
a wider process of structural change in the Queensland
economy. This process necessitated and was a powerful
stimulus to change in the relationships between the State
and business and between Queensland and the Commonwealth.
At the same time, traditional aspirations and attitudes
defined a distinctively Queensland approach to the problems
and issues of growth and the re-orientation of leading
sectors of Queensland industry towards production for export

to Japan.



55

A QUEENSLAND APPROACH

During the postwar period, in Queensland, as elsewhere, the
degree of state intervention in economic 1life increased,
stimulated in part by the efforts of entrepreneurs in the
rural and mining industries to enter the Japanese market and
the consequent demands for State involvement in the planning
and implementation af projects, in establishing an
environment conducive to trade and investment and in
creating the preconditions for the growth of export
industries. The domestic impact of external trade also gave
the regional State an interest in the management of the
international dimensions of important sectors of the State's

economy, particularly trade with Japan.

The general features of the growth of State/economy
interrelationships are readily observable. But to analyse
rather than merely to describe them, to determine their
implications for the role of the regional State in the
contemporary economy, it is useful to set the discussion in
the context of the competing views of pluralist, marxist and
corporatist writers and of Australia as a federal state.
While the theories of the role of the state cannot be
applied directly and wuncritically, they provide a number of
alternative explanations of the structures and processes
which observers describe, and a foundation and framework for
an understanding of interactions between State and economy

in the growth of relations with Japan.

Queensland shares with countries such as Austria and the
Netherlands a number of characteristics of Katzenstein's

é It is relatively

democratic corporatist small states.’
open to the world market, with significant sections of its
economy dependent on trade, particularly with Japan.
However, with a small GDP in world terms, and a political
position as a sub-central unit of the Australian state, it

cannot influence the world economic environment or shape the



56

pattern of international trade. It must accept the
opportunities those patterns present and make domestic
adjustments to turn the opportunities to its own advantage.
This places heavy demands on business to be innovative and
adaptable, especially where, as in Queensland, trade is in
highly market-sensitive unprocessed raw materials rather
than in manufactures or services occupying market niches
where demand is relatively stable. The adjustments forced by
adaptation to the market also place demands on the political
system to manage the costs of change, providing political
stability, while at the same time encouraging econonmic
flexibility to achieve international competitiveness.

The response in Queensland to the need for domestic
adjustments contains many elements of continuity with the
State's  historical experience. Like other States,
Queensland has an activist tradition which Hancock, writing
of the late 19th and early 20th centuries, attributed to the
necessity of minimising "the harsh impact of adverse effects
from a volatile world market"™ and of acting to both
supplement and "create and foster" the market which had to
be forged in a hostile frontier environment.?” The twenty
years after World War II represented something of a similar
situation. World trading patterns and arrangements changed;
the protected markets in Britain and the Commonwealth began
to disappear; new markets which opened were more demanding
and competitive. Business and community infrastructure -
including basic services in water, transport and electricity
- had to be rebuilt after the neglect of the Depression and
War years as a prerequisite for business revival and the

take-off to economic growth.

The sense of being at the frontier remained very much alive,
driven by economic imperatives, reinforced by the sense of
separatism and isolation from the centres of business and
political power in the south. It continued through the
1960s as resources development began, largely in remote
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locations well away from established facilities, imposing
increasing demands for new infrastructure, as well as for
State assistance in finding a foothold in the difficult and
unfamiliar markets in Japan. Economic necessity demanded
and tradition required that the State in Queensland be
active, not passive, although public intervention
supplemented rather than displaced private decisions. The
State did not act to control or direct private enterprise or
to transfer the initiative for business decisions to the
public sector. Rather, the State was active in supporting
and enhancing the activities of business by indirect

methods.

The frontier mentality and the long-established
preoccupation with economic growth as the State's major
objective were the foundations of an alliance between State
and capital, although the nature of the association varied
over time and from industry to industry. Large firms,
especially those involving international capital in
resource-based industries, provided the catalyst for a surge
in economic growth through trade with Japan and became the
dominant sector of <capital. They were assisted by
relatively unfettered access to resources, attractive
conditions to encourage investment, and an intolerance of
those with opposing views or other priorities. This sector
of the economy came to be identified closely with the
National Party in the 1970s and 80s and measures taken by
the government to protect its interests from actions of the

Commonwealth became the focus of Federal/State conflicts.

But Queensland's economic development and its trade with
Japan were more broadly based, dependent on a range of
products from both small and large enterprises, processed
and marketed by a variety of locally and internationally-
owned firms and government-sponsored authorities. Many of
the products were from the rural sector whose long-standing
relationships with sections of the bureaucracy and political
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parties and relevance to the aim of decentralised
development remained well into the 1980s. Support for these
industries was complemented, not superseded, by the growth
of mining capital. There were many conflicts in the needs
and interests of these two sectors, and even within one
sector the range of different industries, locations, and
enterprise sizes made the general interests of capital hard
to determine. The relationship was not simply the State
acting to support the dominant fractions of capital, or
capital as a whole, but a shifting pattern of alliances,
compromises and conflicts within an overall commitment to

development which became dependent on trade with Japan.

The broad patterns of State/business interrelationships in
Queensland seem to accord more <closely to Lindblom's
"duality of leadership" than to Marxist interpretations. The
dynamic of Queensland's postwar economic growth was
provided, not by Labor efforts to obtain foreign capital for
mining or by Coalition attempts to interest overseas firms
in manufacturing, but by private discoverers and developers
of resources and by growers and marketers of primary
products. The State provided support and assistance 1in a
wide variety of ways which represented an accommodation
between what business sought and what the State apparatus
assessed as possible and essential for business to fulfil
its economic and political role. The success of business,
particularly the large, complex resources projects and the
major rural industries which responded to opportunities in
the Japanese market, underscored the legitimacy of the
Liberal/National Coalition government, and encouraged the
integration of project planning into government budgeting

and infrastructure provision.

Lindblom's model focuses on the shared goals of business and
the State and their joint role in capital formation. But the
State has separate goals as well. These inevitably include

the maintenance of social harmony, and in a federal state
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are also likely to encompass promoting one's own interests
over those of other States, securing a fair share of
Ccommonwealth disbursements and guarding the rights of the
State against incursions by central authorities. Nor does
Lindblom's model take account of the variety of structures
and processes within Queensland industry, or the
Constitutional restraints on the ability of a regional State
to do what 1is necessary for business to perform its
functions. When these are taken into account, the
relationship between State and business forms a mixed
pattern. It might best be described as a loose partnership
in which both parties had the ability to act independently,
but in which on issues crucial to the development of trade,
State and business collaborated in ways which concentrated
their efforts. The nature of the collaboration varied from
formal partnership to a 1loose association in which the
government assistea in establishing the preconditions for
the production of an exportable product. Essentially,
private enterprise recognised the opportunities in the
Japanese market and took the initiative in developing them.
State collaboration was necessary to assist and support
industry in making the adjustments necessary to accommodate
the scale of production, the quality demands of Japanese
customers and the rigours of international competition. It
will be argued in this thesis that it was their combined
actions which enabled the growth of trade with Japan after
World War II and was the distinguishing characteristic of

the postwar compared with the prewar period.
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CHAPTER TWO

TENTATIVE STEPS

THE PREWAR BASIS OF QUEENSLAND-JAPAN TRADE

INTRODUCTION

Reactions in Queensland to the prospect of Japan's re-
emergence as a trading partner after World War II were, like
those of Australia generally, heavily influenced by both the
war itself and the experiences of the prewar years. The
1930s in particular provided "the only firm reference point
from which Australian officials and businessmen could
consider Japan's place 1in Australia's postwar future".1
Queensland's experiences in her relations with Japan were in
part shared with Australia as a whole and in part unique to
herself because of geography, the nature and importance of
trade and the history of the contacts between them.

Commercial contacts between Queensland and Japan began in
the 19th and early 20th centuries at a time when the
Colonial (and later the State) government was active 1in
locating markets and fostering trade. In 1894 Queensland
adhered to the Anglo-Japanese Commercial Treaty despite
fears by other Colonies and by protectionist interests that
the Treaty would lead to a flood of Japanese goods and
Japanese immigration rather than to a market for the export
of local products. 1In 1904 the government employed its own
Commercial Agent to seek markets in China, Japan, Malaya and
the Dutch East Indies both as an outlet for local goods and
to help pay the interest on foreign borrowings incurred
during the boom of the 1880s. Direct government

participation in trade promotion was part of a pattern of
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active involvement in shaping the nature and direction of
economic life, because, as Hancock2 comments, it was the
only practicable way of overcoming the problem of developing

the colony in the face of physical difficulties.

Fitzgerald argues that this pattern of State involvement in
economic life was perpetuated in Queensland at least to the
end of Labor's period in office in 1957. It was
characterised by the <conception of the state as a
developmental agency, reinforced politically by the paternal
authoritarianism of governments, by the dominance of the
civil, ecclesiastical and political bureaucracies and by the
conservatism of society and the lack of the tradition of
civilised dissent essential to pluralism. This view of the
state was underpinned by a broad consensus that stability
and development were the twin goals of Queensland economy
and society.3

However, except 1n the first years after Federation, the
broad role of the State government in international trade
and investment before World War II was much more distant and
indirect. Certainly the State apparatus was active in a
range of 1issues where there was a clear 1link between
domestic and external policies. Foreign capital was sought
for railways to encourage decentralised development and for
the support of firms much as Mount Isa Mines. Policies to
restrain prices were used also to compel the American Meat
Trust to supply domestic consumers before lucrative overseas
markets.* Agricultural marketing boards were set up to
facilitate domestic and overseas sales and to cushion the
impact of volatile world prices on farm incomes. The
Queensland Meat Industry Board was established to regulate
the local market, but also to cooperate with the CSIRO in
developing the technology to enable Queensland producers to
take advantage of the market for chilled beef expected to
result from the Ottawa Agreement 1n 1932. In these

instances domestic objectives could be achieved by State
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measures to support and facilitate, and at times to direct,

the actions of private enterprise.

But they were isolated examples, ad hoc responses to
particular problems in the domestic economy which had an
international dimension as well. They were not part of a
coherent or consistent policy of cooperation between State
and business to promote foreign trade as an engine of
economic growth, or as a means of achieving the State's
cbjectives. There was no concentration of the efforts of
business and government which marked the successful
development of Queensland-Japan trade in the postwar period
and, the thesis will argue, made possible the domestic
adjustments necessary for Queensland business to be

competitive in the international market.

The State government was generally content to leave foreign
trade to the Commonwealth and to acquiesce in its emphasis
on relationships with Britain and the Dominions. This was
supported by dominant firms in the Queensland rural economy
such as Vesteys which were British-owned or had strong links
with Britain and British Commonwealth countries. The
Federal government was active in influencing the direction
of foreign trade through its tariff policies, the
negotiation of treaties, participation 1in discussions on
Commonwealth preference and, on occasion, through direct
actions such as the purchase of its own ships when British
transport was not available during World War I. However,
repeated Japanese overtures between 1911 and the late 1920s
for negotiations 1leading to a Commercial Treaty were
rejected and it was not until 1934 that discussions began,
and not until 1940 that the first Ambassadors were

exchanged.

Commercial contacts were initiated and developed largely by
individuals or firms, except in the early years of the
century, although the policies of governments, both
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Australian and Japanese, had an important bearing on the
progress of the relationship. By the outbreak of World War
II Japan had become important to the economic prosperity of
a number of industries, especially wool, but had generated
concern at both official and community 1level about her
trading practices, aggressive nationalism, and the way in
which her demand for products was related to wider political

and strategic goals.
THE NATURE AND EXTENT OF TRADE

Relations between Queensland and Japan were clearly centred
on trade and commerce, although issues of immigration and
security assumed more importance than they did with other
States. Trade was based on complementarity between the two
economies, with Japan acquiring raw materials and selling
manufactured goods, while Australia supplied a range of
primary products and, with her relatively high per capita
income, provided an attractive market for Japan's increasing

industrial production.

Before the 1930s, however, Japan accounted for only a small
percentage of Australia's trade.5 Between 1930-31 and 1935-
36 it almost doubled in value to a peak of 10.3 per cent of
total trade. From the start of the trade diversion dispute
in June 1936, Japan's share of Australia's trade declined to
levels lower than those even of the early 1920s.
Queensland's experience is similar. Japan's share of
Queensland trade ranged from 5.35 per cent to 8.4 per cent
during the 1920s, increased rapidly during the first half of
the 1930s, reaching 12.08 per cent in 1934-35. From mid-
1936 Japan's importance in Queensland trade declined
rapidly, to a mere 2.67 per cent in 1937-38. Thus, for most
of the early 1930s, Japan's importance in Queensland trade
was greater than that for Australia as a whole, the rise in
her share of trade was greater and the eventual decline more

severe.



TABLE 2.1
TRADE WITH JAPAN AS A PERCENTAGE OF QUEENSLAND TRADE

1921-22 to 1939-40

Year Percentage
1921=22 7.61
1922-23 6.86
1923-24 7.05
1924-25 5.83
1925-26 5.45
1926-27 6.71
1927-28 8.44
1928-29 7 m OEL
1929-30 5.35
1930-31 9,99
1931-32 9.6
1932-33 95
1933-34 9.2
1934-35 12.08
1935-36 11.6
1936=37 5.04
1937=38 2467
1938-39 2.8
1939-40 3.4

Source: Statistics of Queensland 1929-30 and 1939-40.
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Changes in Japan's share of trade were due largely to
varying demand for exports, particularly wocl. Japan bought
between 1 and 4.5 per cent of Australia's exports to the
beginning of the 1920s, rising rapidly to approximately 6-9
per cent until the onset of the Depression. From only 6.67
per cent 1in 1929-30, Japan's share of Australia's exports
rose to 10.5 per cent in 1930-31 and peaked at 14.19 per
cent in 1935-36. From the start of the trade diversion
dispute in June 1936 Japan's share of exports fell rapidly
to only 6.54 per cent in 1936-37 and a mere 3.97 per cent in
1939-40.

Throughout most of the 1920s Japan bought between 6 and 8.5
per cent of Queensland's exports, though this rose to 9.73
per cent and 10.27 per cent 1in 1923-24 and 1927-28
respectively. From a low of 6.03 per cent in 1929-
30,Japan's share rose to 11.56 per cent in 1930-31 and
reached a peak of 13.17 per cent 1n 1935-36 before declining
by more than half to 5.18 per cent in 1936-37 and then to
only 1.89 per cent in 1937-38.

Changes in Japan's importance as a supplier of imports were
much steadier. She provided 0.97 per cent of Australia's
imports at the turn of the century, rising steadily to 4.05
per cent by 1930-31 to peak at 6.55 per cent 1in 1934-35,
except for the 2 years 1917-1919 when the percentage rose to

8.84. From 1936-37 Japan's share of Australia's imports
declined a little, but was still 5.13 per cent in 1939-40
and 3.38 per cent 1in 1940-41. During the 1920s Japan

supplied approximately 4-6 per cent of Queensland's imports.
This reached 6.87 per cent in 1931-32, then rose rapidly to
8.12 per cent in 1932-33 and remained at around this level
until 1934-35. Even before the trade diversion dispute,
Japan's share of Queensland's imports began to decline,

returning to more customary levels of approximately 4 to 6
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per cent until trade ceased during World War II.

Prewar trade for Australia as a whole and for Queensland in
particular was based on a very narrow range of goods. The
principal Australian export was wool. Japan bought only
2.79 per cent of wool exports in 1920-21, but this rose
during the 1920s to reach 14.75 per cent by 1927-28. After
a brief drop to 11.37 per cent in 1929-30, Japan's share of
wool exports rose rapidly from 18.85 per cent in 1930-31 to
28.64 per cent 1in 1935-36. The 1increase 1in Japanese
purchases helped to compensate for the drop in purchases by
other previously important buyers. The United States bought
very little wool between 1927-8 and 1936-7, France reduced
purchases sharply after 1933, while Germany and Italy were
not consistent buyers. Wool was an important part of
Australia's trade, representing between 40 and 50 percent of
total merchandise exports in the 1920s and 35-45 per cent in
the 1930s. Australia's other major export was wheat, with
about 19 per cent going to Japan. Japan bought small
guantities of a variety of other products including almost
all Australia's exports of iron and steel scrap until 1936-7

and most of the small amount of iron ore exported.

For Queensland also the principal export was wool, with
Japan taking an 1increasing share until 1936. Wool was a
significant item in Queensland's merchandise exports and was
particularly important to the State's objective of
decentralised development as the grazing industry was
concentrated in Western areas and formed the economic base
for many rural towns. Queensland sold a very limited range
of other products to Japan and A.C.V. Melbourne in 1934
lamented that the State supplied 21 per cent of Australia's
exports of wool to Japan, 69 per cent of hams and bacon, 70
per cent of beef, 5 per cent of fruit and 10 per cent of
cheese and butter, but very 1little else.6 Other exports
included animal products such as hair, bones and tallow,

iron and steel scrap, cotton, and, towards the end of the



67

1930s, zinc. While the absolute value of sales was not
large, Japan was the major or sometimes the only market for
these goods and was therefore a valuable outlet for

Queensland producers.

As a supplier of manufactured goods Japan was increasingly
important, although Australia represented only a small
segment of Japan's total export market - about 9 per cent in
1935 Japan provided in 1935 about 62 per cent of
Australia's imports of silk and rayon piece goods, 21 per
cent of cotton piecegoods, 30 per cent of crockery and 26
per cent of fancy goods and toys. She sold smaller
quantities of a range of metal manufactures, machinery,
bicycles, animal products such as gut or bristles and items
of apparel and home furnishings. The broad composition of
Queensland's imports was similar and was well established by
the beginning of the 1920s, although within each
classification the exact nature of the 1less important
articles changed over time. What did change dramatically
was the relative shares of Japan and the Empire in providing

imports of a small range of products, mostly textiles.

EFFORTS8 TO EXPAND TRADE

Nineteenth century contacts between Queensland and Japan
centred on the migration of Japanese to the sugar canefields
and to the pearl and trochus shell fishing grounds in the
north. Early hopes for Queensland-Japan relations were
indicated by the establishment of a Japanese Consulate in
Townsville in the 1860s and by the agreement of Queensland
to the Treaty of Commerce and Navigation between Japan and
the United Kingdom in 1894. The State withdrew from the
Treaty in 1908 at the request of the Commonwealth and with
the agreement of Queensland firms who could see no further
point in adherence since Queensland goods received no tariff

preference over goods from other States.’
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In the first few years after Federation the Queensland
government took the initiative in seeking to promote and
develop trade with Japan, as well as with other countries of
Asia. The State was interested 1n markets which would
support development of primary and processing industries and
provide funds to pay the interest on borrowings made during
the boom of the 1880s. 1In March 1904 Mr. Frederic Jones was
appointed the Queensland Government's first Commercial Agent
in the Far East, including China and Japan, working from a
base in Hong Kong.B He was to ascertain markets, and report
on the demand for goods, specific requirements and
prejudices of consumers and details of matters such as
shipping and storage. He worked essentially as a commercial
salesman, taking with him samples of goods provided by firms
who were invited by the Secretary for Agriculture, or who
responded to articles in the Press or made arrangements
through their 1local Chamber of Commerce. The government
acted to facilitate and support the development of trade by
providing the services of Mr. Jones, but it was left to the
decision of the individual companies whether or not to

participate in the search for markets.

The response of business was a mixture of enthusiasm and
lack of interest. Some were eager to participate, including
Geo. Hiron and Sons (biscuit manufacturers),g the Merrimac
Milk co.,'"

they had only two cases of canned meat available that

and Queensland Meat and Agency Co., although

season.'' Others declined the invitation to be involved.
Walkers Ltd. (Engineers and Shipbuilders) felt they could
not compete against the European wage rates and better
shipping facilities,12 while C.S.R. Co. Ltd.” and R.W.
Thurlow and Co.(wholesale grocers)m saw little chance of
doing profitable trade. Some, such as G.S. Lambert, (wine
merchant and grower) were "not disposed to go to any trouble
in the matter" because there were adequate markets within

the State.”
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Nevertheless, by 1906 a number of firms approached by the
Government felt Mr. Jones had 1laid a good foundation in
trade and one of his trips to Java, China, Japan and the
East Indies had been possible because a group of firms had
guaranteed his expenses.“6 They were pleased that Mr. Jones
had brought them into touch with leading merchants'” and
introduced new business which, while still relatively small,

' and some had undertaken

had promise of expansion,
expenditure on new plant to meet the special requirements of
Eastern trade.' Government and sections of business thus
cooperated to serve their Jjoint interests by locating
opportunities for trade with Japan, though the enterprise
and persistence of individual firms determined the extent to
which the possibilities were translated into trading
outcomes.

20 remained

Many of the trade issues raised by Mr. Jones
relevant throughout the 1920s and 1930s and many resurfaced
in the 1950s and 60s when postwar trade was developing. He
was insistent that exports to Japan and other Asian
countries would develop only if close attention were paid to
quality and to specific requirements. He identified a
market for meat for the Japanese army provided the companies
would supply the product in cans of exactly the required
size and shape and with Japanese lettering. He quoted
examples of American firms which had opened up markets at
great expense and trouble, only to lose them permanently
because of shipments of poor quality, and he warned that the
same could happen to Australian merchants. He drew
attention to the need for adequate display and demonstration
of Australian products and described the Australian exhibits
at the Commercial Museums in Osaka and Tokyo as "scarcely
worth mention" - consisting of one case of wool, "a nice
exhibit of wood from the Government of Western Australia"
and "a few cans 1in an obscure corner" Trepresenting
Australian manufactures.?' He suggested a format for a

Queensland display and submitted a proposal for the purchase
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of a coldstore for meat for which he could see a good

future.

However, there seemed 1little real commitment at either
government or business level to the development of trade on
a long-term Dbasis, although individual firms became
established in the market. Mr. Jones' suggestions about the
purchase of premises for the meat trade and displays to
promote Queensland products as a whole were not taken up.
There was no organised effort to produce or present goods in
ways suitable for the needs of the Japanese market, as there
would be in the 1960s and 70s. Government and industry did
not always see the advantage 1in developing markets
identified by Mr. Jones and potential trade avenues were
left untapped. He was, for example, very anxious to
organise sales of Queensland cotton in Japan, arranged with
a firm in Kobe to accept consignments for auction and sent
detailed advice on packaging and likely levels of demand.
At the time, Australia and Great Britain took the entire
crop22 and the Under-Secretary for Agriculture could see no
need to develop new markets. Traditional ties to Britain
and the Empire were stronger than any opportunity to
diversify, and after Mr. Jones completed his assignment at
the end of 1906, official efforts to expand the trade
ceased. It was left to private firms to locate and develop

markets in Japan.

Only the pressure of economic circumstances in the 1930s
revived official interest in the trade relationship with
Japan. Even then, efforts represented the separate attempts
of concerned individuals and groups to explore the market
situation or raise awareness of possibilities rather than
the combination of State and business pursuing definite
opportunities. Difficulties included a continued commitment
to Britain and British policies in trade and diplomacy, a
reliance on the anticipated benefits from the Ottawa
Agreement and the 1lack of an infrastructure of trade
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agreements and diplomatic representation. Nevertheless,
efforts were made to take advantage of the spurt of economic
growth in Eastern countries which coincided with the deep

recession of traditional European partners.

The lead was given by the Senate of the University of
Queensland, on the initiative of one of its members, J.D.
Story.23 In October 1931, 1in the depths of the Great
Depression, he proposed to the Senate that "in view of the
existing conditions and the desirableness of finding
additional markets for Queensland products, particularly in
populous countries within easy access of Australia" the time
was opportune "to make a comprehensive survey of the extent
of interest - common and otherwise - between Queensland and
Eastern countries".?”® on the face of it this was a most
unusual and unexpected action by an independent institution
devoted to learning and research. But, as Thomis indicates,
the University of Queensland, though independent, was
established to apply its accumulated knowledge and research
to Queensland's contemporary and practical needs and to have
as its "prime concern" the commerce of the State and the
promotion of industrial development.25 It was not meant to
be an isolated institution, but "a people's university"26
and practical projects such as Melbourne's search for
Eastern markets were evidence that it was fulfilling this

role.

Story had been closely involved with the University since
its inception, first as Under-Secretary, Department of
Public Instruction, then as a member of the Senate, and was
a firm believer in the University's responsibility to the
community. He was Public Service Commissioner in the 1920s
and 1930s when the functions of the State bureaucracy were
expanded in areas such as Electricity, Main Roads, and the
marketing of fruit and vegetables.Z? So great was his
influence he was described by Colin Clark as the leader of
"the little band of oligarchs ... who handled Queensland's
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28 He was well

affairs", and " had a finger in every pie".
aware of the major problems arising from reduced domestic
consumption because of the Depression, and from falling
levels of demand and prices in traditional markets abroad.
Finding new and expanding markets was essential for the
continued wviability of the State's rural producers, and
economic growth in Japan and other Eastern countries
suggested that opportunities for increased trade could well
exist. While the University was not an official part of the
State apparatus, its action on Story's initiative was
closely related to the type of State involvement in economic
life described by Hancock?® and Fitzgerald® - positive
action to overcome obstacles and forge markets under
difficult conditions.

The Senate agreed to send Dr.A.C.V. Melbourne to Japan,
China and Hong Kong during late 1931 and early 1932, with
the cooperation of leading retailer T.C. Beirne, and a Miss
Philp, who allowed funds they had contributed to the
University for the purchase of Dunk Island to be utilised
instead to defray the expenses of the survey.31 Dr.
Melbourne's study confirmed that exports to Japan were
likely to be confined to primary products or manufactures of
them, though he concluded that there was a very large
potential market which Queensland had not really tried to
tap. The main impediments to increased trade were identified
as tariff policies, the feeling that Australia was willing
to sell, but not to buy, and lack of effort to understand
and meet demand. Japan was prepared, even anxious, to be
friendly, and this opportunity might not recur; on the
contrary, i Australia continued its policy of
exclusiveness, it might well provoke a Japanese reaction.®
Melbourne's major recommendations included the signing of a
commercial treaty with Japan, revision of Australian
tariffs, a reduction in the exchange rate to a competitive
level, the encouragement of bank 1lending for forward

exchange, and the formation of a Japan-Australia trading
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company with joint capital.

Australian tariff policies and the reluctance of the
Australian government to enter a Commercial Agreement with
Japan were identified by Melbourne as major obstacles to
increased bilateral trade. Australian goods offered for
sale in Japan were often far too expensive to find a ready
market since they were admitted under the general rather
than the lower "conventional" tariff. In many cases the
disparity between the two tariffs was sufficient to inhibit
sales, but an additional penalty was incurred by products
classed as ‘luxuries' and subject to an ad valorem tariff of
100 per cent. Dr. Melbourne felt that without these
impediments Australia could have sold many products on the
Japanese market, including items of particular interest to
Queensland such as jams, fresh, cured and preserved meats,
condensed milk, glue, tinned fruits and vegetables and
leather.*® Melbourne tried unsuccessfully to interest the
Federal Minister for Commerce (Hon.F.Stewart) in the
possibility of a Commercial Agreement,?* since he felt it
was "quite certain" that Japan would extend most-favoured-
nation treatment to Australia and discuss improved access
for existing exports or for other products, including
tobacco and possibly sugar - both of which were of special

interest to Queensland.?®

The Australian government had consistently refused Japanese
overtures to consider a Commercial Treaty, mainly because of
Australian commitment to British and Empire trade and
because of the possible effects of increased Japanese
imports on Australian manufacturing. Fears of an influx of
Japanese goods and Japanese immigrants had been a factor in
the protectionist and White Australia policies at the time
of Federation. These fears were overlaid in the years 1914-
1920 by security concerns stemming from Japan's expansion
into the Pacific and by hostile undercurrents in Anglo-
Japanese relations, though Australian trade had benefited
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from Japan's search for alternative suppliers of raw
materials when European sources were cut off during World
wWar I. Melbourne argued that for Australia to take
advantage of the opportunities presented in the 1930s from
the expansion of Japanese industry, a Commercial Treaty was
essential. This would necessarily aim '"definitely at
increasing the importation to Australia of Japanese goods"
which would be "contrary to 1ideas generally accepted in
Australia" of favouring British trade rather of making our
way independently.“ According to Dr. Melbourne,
"responsible opinion in Japan readily acquiesce(d) in the
policy of giving preference to Empire products", but it
resented the imposition of prohibitive duties on Japanese
commodities not produced in Australia or in which Empire
countries could have no special claim. The Japanese would
expect as a result of a treaty improved access to the
Australian market of a range of Japanese products at the
intermediate tariff including silk and cotton goods, china,
porcelain, glass and toys. Queensland's small manufacturing
sector would be relatively unaffected by Japanese imports,
though both the Premier and businessmen expected opposition
from vested manufacturing interests in the south to a
reciprocal treaty.n From Queensland's point of view, the
benefits of trade would outweigh the disadvantages, but
there 1is no evidence to suggest that any pressure was
exerted at either Dbusiness or government 1level for

negotiations towards a treaty to begin.

The Queensland Governor, Sir Leslie Wilson, also attempted
to engender interest in Eastern trade and in March 1935 he
undertook a private tour of the East - the first by a person
at such a senior 1level since the early years of the
century.m’ From the beginning of his term of office, Sir
Leslie took every opportunity in both public speeches and
private contacts to emphasise the importance of Eastern
trade and urged Premier Forgan Smith's government to adopt a
more energetic approach to the development of markets in the
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East? instead of the "few efforts" in a ‘"sporadic and
unbusinesslike manner" that had characterised the approach
in the past.‘® He suggested the appointment of Queensland
Trade Commissioners with real knowledge and understanding of
the region who would help overcome the problem of prospects
ruined by ignorance and insensitivity. Both he and Dr.
Melbourne suggested that the Bureau of Industry should be
used as the vehicle for stimulating interest in and
facilitating trade with Eastern markets and for overcoming
the inertia which the Governor at least attributed in part
to the "innumerable Boards of control" which regulated the
marketing of all primary produce except wool.*' But no
official action was taken apart from a reference to the
Bureau of Industry, and its commitment to British trade and
emphasis on local economic affairs made it an obstacle
rather than an assistance to the extension of Queensland-
Japan relations.

The Premier referred to the Chairman of the Bureau
(Professor Brigden) Dr. Melbourne's suggestion that the
organisation collect information on market prospects and
requirements and publicise it within the business community
as part of its charter under the Act to "acquire and
disseminate economic information".*? The Governor Kkept in
close touch with the Bureau and passed on material and
information which he himself collected.® However, the
Bureau was not interested in international trade issues and
saw its main function as advising the government on measures
to increase productive employment,** planning "a sound
policy of development",* and coordinating specific
projects, including the Story Bridge, the Hornibrook Highway
and Somerset Dam. Prof. Brigden's poor relations with
Premier Forgan Smith and his personality clash with Dr.
Melbourne could not have helped matters,*® though it is
surprising that J.D. Story, one of the Bureau's directors
and later its Vice-Chairman, did not champion the issue.

The Director excused the Bureau's inactivity as being due to
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a need for time to assess the value of the recently-
appointed Commonwealth Trade Commissioners. But, more to
the point, he argued that Queensland could not "afford to
throw away the substance for the shadow"."” The Bureau
believed that of Queensland's exportable products, only wool
and meat could compete on the open market; others depended
on political rather than economic advantage, and this was
available only within the British commonwealth.*® Trade with
the United Kingdom was vastly more important than any
possible expansion of markets in the East, and could be

damaged by efforts in that direction.”

At a Federal level, efforts to promote trade were stimulated
by economic pressures of the Depression which helped to
overcome the traditional reluctance to expand official
relations with Japan. In 1934 the Lyons government agreed to
Japanese requests, made periodically since 1895-6, to enter
negotiations towards a Treaty of Commerce and Navigation,
although the trade diversion dispute interrupted this
process. In February 1933, the Federal Minister for
Commerce convened a conference with representatives of the
business community in Sydney to devise ways of increasing
exports to the East. State Advisory Committees on Far
Eastern Trade were established with delegates from State
governments, commercial, manufacturing, shipping and
producer interests. These in turn appointed delegates to
the Federal Advisory Committee, chaired by Dr. Melbourne.
Business representatives considered it essential that the
Commonwealth Government give the lead in finding new markets
and doing the pioneering work; without this impetus "very
little headway" would be made.”® It was seen as the state's
role to forge markets in this alien and difficult
environment; there were few in the private sector willing or
able to take the risks and show the entrepreneurship

necessary.

Business response to the tentative steps at government and
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semi-official level towards increasing bilateral trade with
Japan was ambivalent. Sir Leslie Wilson felt that
Queensland business was gradually awakening to market
opportunitiessu but he acknowledged that, even aside from
tariff imposts, Queensland goods were often not attractive
to the Japanese market and little serious effort was made to
address quality requirements. Dr. Melbourne’’ drew attention
to some of the problemns. Handling costs, especially at
Australian ports, were high, supply was not always regular,
guality was often poor in the mistaken belief that it was of
no consequence, and the standard was sometimes reduced after
initial shipments had established the trade. Labelling,
packaging and grading were often careless, with cans of
fruit, for example, not containing pieces of uniform size
and number. Wheat was often dirty, with foreign substances
being found in bags; there was a lack of uniformity in bag
welght, with many bags broken because of careless loading.
The Japanese wanted wheat shipped in bulk and the Australian
standard (FAQ) altered to allow for different grades as in
Canada, rather than a single classification being applied to
wheat of different qualities. The Governor also urged the
need to send the best available quality, attractively
packaged and labelled and that the people involved should
"show they genuinely care about purchasers and that we
intend to do our utmost to foster a lasting trade
relationship“.53 He emphasised the 1importance of sound
quality, advertising and salesmanship and of not allowing
the carelessness of a minority of exporters to damage
Australia's reputation by treating the market 1lightly and
underestimating the effort and high standards needed to get
a foothold.

Sections of Australian business remained unconvinced of the
opportunities for trade with Japan and of the benefits that
might flow from the appointment of Trade Commissioners and
the Committees on Eastern Trade. Some large firms and
organisations which already had extensive connections in the
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East were opposed to more Trade Commissioners, although Dr.
Melbourne thought they could help to overcome the barrier to
trade growth caused by the dominance of Japanese trading
houses and Japanese shipping and banking firms over the
bilateral trade.” Purcell estimates that in 1931 the 12
major Japanese shosha controlled directly more than 60 per
cent of the import trade and 73 per cent of the export trade
and that by 1935 this had risen to 75 per cent and 93 per
cent respectively,56 with Mitsui Bussan consistently
accounting for between 20 and 30 per cent of the entire
Australia-Japan trade. In a letter to Earle Page, Melbourne
argued that because of the influence of these firms
throughout Japanese 1industry and their close connections
with the Japanese Government, they bought only what was
needed in accordance with Japanese policy, regardless of
what Australia had to sell. Because Australia lacked a
marketing organisation, smaller Japanese firms who might buy

additional products had no way of making contact.”’

Dr. Melbourne was particularly concerned that there was a
"serious danger" that Queensland would not benefit from the
Commonwealth initiatives because most of the firms doing
business in the East were located or controlled in Sydney
and Melbourne and were unwilling to share information and
experience with newcomers who might undermine their monopoly
of trade. He suggested that the new Trade Commissioners be
used as a source of information about market prospects, and
that a separate Queensland Trading Company be set up,
controlled by Queensland firms producing goods suitable for
sale such as wool and yarn. Finance might be available from
the banks or from Eastern buyers, particularly in China and
the Dutch East Indies, and possibly in Japan, though it
would need '"more careful thought“.53 The response of
Queensland business to this suggestion and to the efforts of
Melbourne and the Chambers of Commerce to organise a mission
to Japan in late 1933 or early 1934 was lukewarm. The

invitation to primary producers and manufacturers to
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participate drew a positive response from firms such as
Ipswich Woollen Mills and J. Leutnegger Pty. Ltd., but
leading banks and newspapers and many manufacturing firms
were not interested. The trip was eventually abandoned
because of "some rearrangement of the itinerary by the
Japanese Government",59 and the suggestion for a Trading

company was not taken up by either government or business.

Throughout the 1930s the Japanese themselves were active in
promoting the growth of trade, especially in Japanese
exports which lagged far behind imports from Australia. At
official level, Japanese government pressure on Australia to
enter negotiations for a Commercial Treaty was motivated by
the effects of the Ottawa Agreement on Japanese exports and
by the desire to reduce Japan's trade deficit with Australia
to about 50 million yen.m At a business level too, efforts
were made to expand Japanese exports. Trade Inquiries in the

Journal of Commerce, especially during 1934-35, sought

exporters of a few lines such as tinplate clipping scraps
and cork for beer and cider bottle stoppers.61 Importers or
agents were sought for a wide variety of items such as
textiles, sporting goods, stationery, toys, bicycles, tools,

farm implements and porcelain ware.

Japanese businessmen visited Queensland seeking trade. 1In
March 1935, Mr. K. Oshima of Osaka Shosen Kaisha, operating
a monthly Japan-Australia service, arrived to investigate
shipping,62 and a delegation elected by the Tokyo Export
Association visited in January 1936 to display quality
Japanese goods, hoping to overcome prejudice against them
and the belief that Japanese products were both cheap and
shoddy.ﬁ' In April 1935, the Pacific Economic Inspection
Party - a delegation of 40 Japanese businessmen - sponsored
by the Tokyo Nichi Nichi and the Osaka Mainichi newspapers
arrived in Brisbane as part of an Australian tour, as guests
of the Rotary Club and Thomas Cook and Sons.® Members

included representatives of the sponsoring newspapers, Mr.
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S. Megata, a director of Yuki Electric Co., with interests
in shipping and real estate, Mr. Y. Takatsu, director of
Minami Shinkichi Shoten, Mr. Yabashi, a marble dealer, and
Mr. Yokoyama of Mitsubishi Shoji Kaisha. Mr. K. Sato,
Managing Editor of the English edition of the Osaka
Mainichi, foreshadowed the problems that were to dominate
Australia-Japan trade over the next few years. He urged
Australia to try to persuade the Empire to remove or
alleviate trade barriers against Japanese goods, and warned
that, 1if trade exclusionism continued, the time might come
when Japan could no 1longer be a good customer of
Australia.ﬁ Nevertheless, he asked the Commonwealth
Government to support an exhibition of Australian primary
products in the principal cities of Japan and Federal and

some State Governments began planning for this everlt.é"5

During the same period, largely at the instigation of the
University of Queensland, a first step was taken to expand
the understanding of Japan by providing facilities for the
teaching of its language, history and culture. A Joint Sub-
Committee of the Faculties of Arts and Commerce appointed to
prepare the Constitution and Rules of the Institute of
Modern Languages (IML) recommended that the University
should "encourage the study of languages with cultural
and/or commercial value to the State" and these were seen to
be Dutch, Chinese and Japanese (as well as French, German
and Italian which were automatically included).6? In August
1935 the University sent Dr. Melbourne to Universities in
China and Japan to see how this could best be achieved. The
Senate accepted his recommendation to seek the cooperation
of the Department of Public Instruction in securing the
appointment of a Japanese scholar as a lecturer who could
take University classes 1in Japanese history, political
institutions and culture, and teach Japanese language at the
IML and at specified schools.® In his Press Statement in
February 1937 announcing Cabinet's approval of the proposal,

the Minister for Public Instruction said his Department had
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agreed to pay the lecturer's salary because of the need to
increase understanding of Japan, the need in Australia for
people with knowledge of Japanese language, and the
employment opportunities in the public sector and in private
firms available to people with a knowledge of Jr:tl::an.“’9 The
Japanese Foreign Office recommended Mr. Ryunosuke Seita who

took up duties in March 1938,

Although only a relatively
short time elapsed before the outbreak of the Pacific War,
the 1interest in Asian studies remained active in the
University and the Senate decided to include a School of

-y ; g =y : 71
Asiatic Studies in 1ts scheme of postwar expansion.

In the years from Federation to World War II, some sections
of industry and government and some influential community
leaders recognised the potential importance of Japan as a
trading partner. This was not reflected in firm official
commitment at either State or Federal 1level or in any
concerted effort by business or by a particular industry to
meet the needs of the Japanese market and develop a long-
term relationship. Aside from the large increase 1in wool
exports, trade growth proceeded slowly, step by step, on the
initiative of individuals or groups who struggled against
the vagaries of the climate and the lack of supporting
infrastructure which would have established the
preconditions for the reliable, longterm production of an
exportable surplus. The experience of the cotton industry is

a case in point.
JAPAN AND THE COTTON INDUSTRY

Among the promising commercial contacts developed during the
1930s were those between Queensland and Japanese cotton

interests.

The Queensland cotton industry was centred on the Burnett
and Callide Valley areas which were part of the ill-fated
Soldier Settlement schemes after World War I, and in the
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Dawson Valley where cotton growing had been part of
Theodore's grandiose plans for closer settlement on farms
developed in conjunction with proposed major irrigation
projects. In the 19th century, J.D. Lang had envisaged
Queensland as a centre of cotton production, replacing the
United States as the major supplier of Manchester mills.
However, volatile world prices and dependence on seasonal
conditions in the absence of irrigation made cotton-growing
a precarious occupation. A modicum of stability was
achieved only by bounties and by concentration on sales to
domestic manufacturers in southern States and to guaranteed
markets in Britain.

In the 1930s the Queensland cotton industry had an
ambivalent relationship with the Japanese. On the one hand,
imports of cotton goods, especially from Japan, began to
make inroads into the market for Australian textiles
manufactured from Queensland-produced cotton. On the other,
the expansion of the Japanese textile industry and Japan's
disputes with major suppliers in India and Egypt created a
new market prospect for the Queensland crop. First sales
were made in 1933 and the General Manager of the Queensland
Cotton Board thought there should be no difficulty, with

proper organisation, in selling the whole of the available

surplus to Japan. Sales to Japan were particularly
attractive since they were made f.o.b. and not on
consignment as they were to the British market. However,

the General Manager conceded that Queensland knew very
little about the Japanese market and its requirements and

recommended it be thoroughly J',rwestiga\ted.?2

Initial steps to open the trade appear to have been made by
the Japanese. The Courier-Mail reported the visit of a Mr.
Okamoto from "an Osaka textile factory" to investigate the
possibility of exporting textiles and importing raw
materials, especially cotton.”” Later the same year, the
Managing Director of Mitsubishi Shoji Kaisha indicated that
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Queensland had a good opportunity to develop the cotton
trade and sent Mr. Kawamura of the company's Sydney office
to inspect the cotton fields and to seek a sample shipment
. Up to that

time, most of the cotton exported went to Britain, but the

of raw cotton and of cotton cake for stockfeed.?

hostile reaction of Lancashire interests to Australian
tariffs provided the impetus for the Queensland Cotton Board
to seek to open negotiations with Japan as an alternative

market.n

By 1934 Australia exported 5108 bales of cotton, of which
3430 went to Britain and 1678 to .Japan.m The Queensland
Cotton Board sought to sell linters there also, as a raw
material in the manufacture of artificial silk and
explosives. Formerly the overseas price was not economical
and they were sold cheaply in Australia. But after a small
shipment, Queensland succeeded 1in selling 1its entire stock
of linters to Japan and could have sold more had supplies

been available.

In 1935 Mr. Kitamura of Toyo Menka Kaisha visited Queensland
with a representative of Mitsubishi Bussan to inspect cotton
growing and to negotiate purchases. Japanese linterests had
been anxious for someone from the Queensland Cotton Board to
go to Japan, but this had proved not practicable. Mr.
Kitamura decided the Queensland product was ideally suited
to Japanese millers' requirements. He was reportedly
prepared to buy 10,000 bales although 5000-7000 seemed a
more realistic target given the usual volume of annual
production. Unfortunately, destruction of a large part of
the crop because of the intense hot, dry weather and lack of
irrigation prevented business on the scale anticipated.n 1t
was ironic that thirty years before, Mr. Frederic Jones had
been unable to interest either Queensland cotton growers or
the Minister for Agriculture in the Japanese cotton market,
despite his having organised an agent and made detailed

plans for initial sales.
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International factors provided the opportunity for the sale
of cotton to Japan and prompted a positive response from the
Queensland Cotton Board. But the State's 1inability to
finance irrigation schemes from its own funds or from
federal 1loans, and the inadequacies of schemes such as
Soldier Settlement meant that the necessary conditions for
the steady growth of the cotton industry were not realised.
Trade prospects foundered because of the inability of
producers to guarantee consistent supplies and this in turn
was due to the limited capacity of the State government or

private industry +to provide adequate infrastructure.

It was federal rather than State policies which put an end
to the good prospects for increased trade in cotton and
other products when relationships were soured by the trade

diversion dispute in 1936.
THE TRADE DIVERSION DISPUTE

The trade dispute between Australia and Japan stemmed from a
series of measures adopted by the Commonwealth Government as
a "trade corrective".”® According to the Minister for Trade
Treaties, Sir Henry Gullett, they were designed to reduce
imports from poor customers, encourage Australia to
establish its own secondary industries, speed up recovery
from the Depression by increasing rural exports and primary
and industrial production, and deal with a persistent
problem in the Balance of Paj',r'rruants..?9 The wunderlying
reasons were more complex., Certainly the tariff changes
represented an extension of Australia's traditional trade
policy of putting British commercial interests above all
others.® But the measures were not simply "an example of a
compliant Australian government sacrificing the interests of
a key primary industry in order to advantage British
manufacturers".” The Lyons government had interests of its
own including privileged and secure access to the British

market for meat, fending off an acrimonious dispute with
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Britain over Australia's intention to promote its own
secondary industries in areas previously supplied by British
firms, and, according to Tsokhas, the need to realign and
consolidate the fragmenting coalition of business groups on
which the United Australia Party was based.® The ensuing
dispute was portrayed by the Government and the Press as
having been caused by Japan's intransigence, her lack of
understanding of Australia's interests within the British
Empire and her aggressiveness in pursuing her own commercial

interests.

The measures prohibited a range of imports, mostly Japanese
textiles which had succeeded in overcoming Imperial tariff
barriers, undercutting British products and disrupting the
traditional pattern of automatic domination of Australian
markets by goods from within the Empire. The Commonwealth
Government argued that, in the four years since the Ottawa
Conference, Australia's dependence on Great Britain as a
market had increased. Agricultural products, except wool,
had been increasingly excluded from nearly all foreign
countries and there was little or no prospect of Australia's
recapturing its old position 1in world primary-products
markets. Its only hope was to 1increase sales to Great
Britain, but to do so Australia would "reluctantly" have to
divert more of its import trade to that country as a
reciprocal measure.® The Japanese retaliated by applying
quota restrictions on Australia's imports including wool,
and imposing a prohibitive surcharge on other imports,
effectively causing a complete cessation of exports to Japan
and Manchukuo.

The attitude of Queensland industries to these measures was
mixed. The beef industry welcomed the prospect of secure
access to the British market where it felt threatened by
British agreements with Denmark and Argentina.& On the
other hand, the Japanese market was valued as an outlet for
types of beef not readily sold elsewhere.” It had been
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developed by firms such as Pacific Commercial Company in
difficult circumstances of domestic shortages and government
cc.n*t:rvc:lsa‘s and the appointment of Commonwealth Trade
Commissioners had been expected to provide the first real
opportunity for expansion. Other agricultural industries
such as cotton and dairying welcomed overtures from the
Manchester Chamber of Commerce suggesting the possibility of
expanded trade,ar although the Queensland Cotton Board had
good prospects of sales to Japan. The most serious
implication, however, was the cessation of the wool trade,
especially as Queensland wools were those most suited to the
Japanese market and Japan was the principal outlet for the
State's production. Some sections of primary industry stood
to lose substantially from the trade diversion dispute,
while others stood to gain if Britain responded positively.
It was difficult for the Queensland government to take a
definitive position, and aside from a few brief comments,
there was no official response and almost no mention of the

dispute in the Queensland Parliament.

Politicians such as Sir Henry Gullet and the Queensland
Minister for Agriculture, Mr. Bulcock, were at first
sceptical of the ability of Japanese manufacturers to
operate without Australian wool,aaand appeared relatively
unconcerned about the impact of a possible withdrawal of
Japanese buyers. However, Japan had provided the main
growth factor in wool exports during the 1930s and Japanese
buyers had been keen competitors for lower grades of wool as
well as average and better fleeces. Graziers were in no
position to withstand a crisis after a severe drought in
Queensland and years of poor prices and accumulated debts,
and they feared the 1long-term implications of the
development of synthetic substitutes which was being
encouraged in Japan by the Ministers for Commerce and
Industry, War and the Navy.ag Wool industry interests were
therefore hostile at the action of the Commonwealth which
had deprived them of one of their best markets.
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Queensland woolgrowers joined their counterparts in other
States in "defending the interests of the Japanese"?’ and in
trying to persuade the Australian government to take
alternative actions or at least to be more flexible 1in
negotiations over the size of textile quotas. Meetings of
the United Graziers' Association and the Graziers'
Association of Central and Northern Queensland received
motions from their 1local and district branches in the
Maranoa and in southern, south eastern, central and northern
Queensland expressing alarm and concern and urging the
"strongest possible protest".? The United Graziers!'
Association, encompassing the majority of Queensland
growers, was an integral part of the Australian Woolgrowers'
Council and the Graziers' Federal Council, and fully
supported the strong opposition of those bodies to the
actions of the Government and their efforts to impress on

2

Cabinet the seriousness of the position.” Their reaction

was summed up in a Letter to the Editor of the Courier-Mail

by Mr. R.J.F. Boyer, President of the Warrego Graziers'
Association and member of the Australian Woolgrowers'
Council. In 1935, he said, "Governments and wool dJgrowers
alike hailed Japan as the mainstay of the market"; by 1936
"countless loud speakers ... transformed her into a menace,

a dictator, an enemy within our gates".®

Press accounts in Queensland emphasised Japan's role in
provoking a tariff war, carrying almost daily reports of
Japanese political and commercial leaders urging retaliation
against Australia and united opposition to Australia's
policies. Press and official spokesmen in Australia began
to portray Japan as a menacing foreign power trying to
dictate domestic policy to the Australian Government,
destroy traditional commercial links, monopolise the market,
undermine Australian industries and ultimately to weaken the
security of the Empire as a whole. A series of editorials

in the Courier-Mail 1linked Japan's disruption of British

textile imports to Australia with foreign policy objectives
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of "economic and financial penetration" of the Asia-Pacific
area as a preliminary to the sort of political domination
peing imposed in China.? The trade dispute thus came to be
portrayed as something of a national conflict between
Australia and Japan and by extension between Japan and the

Empire.

The dispute eventually ended in December 1936 in a
negotiated settlement establishing quotas for Australian
textile imports, and securing a Japanese commitment to
purchase up to 800,000 bales of wool in the 18 months to
June 1938. Japanese buyers re-entered the wool market and
bought freely at the Brisbane sales in March 1937, but in
the years before trade stopped altogether, Japan never
regained the dominant position she had occupied before the
dispute. Japan continued to buy, mostly better class wools,
obtaining the average and faulty descriptions in South
Africa. Woolgrowers felt cheated. They had expected Japan
to buy up to the 1limit of 800,000 bales, but she did not.
By 1938, demand from the United States had fallen, wars in
Spain and China reduced British buying, while competition
from artificial fibres in Japan and Europe made sales
difficult. There was a strong feeling that Japan had

reneged on 1its agreement to the detriment of Australian

exporters.

Importers such as T.C. Beirne also felt the new Agreement
was "entirely in favour of Japan" with the benchmark for
imports set at the peak year of 1934.” The Merchants'
Association and the Chamber of Manufactures had welcomed the
higher tariff and 1licensing as protection against the
inroads of increasingly good quality and attractively priced
Japanese goods.’”® They now sought Tariff Board protection
against a new flood of imports such as Japanese earthenware
and pottery which was cheaper than similar British or local
articles, and Japanese hat linings which sold for less than
50 per cent of the cost of local production.? Imports from
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Japan had declined very little during the dispute and it
appeared that Japan had emerged relatively unscathed.

From both the Australian and Japanese perspectives, the
Leader of the Opposition, John Curtin, summed up the results
of trade diversion: far from increasing the number of
countries with which Australia "was on terms of goodwill",
it had engendered "a distinctly unwholesome atmosphere" for
relations between Australia and her Pacific neighbours.®
For Queensland's major industries - wool and meat - the
dispute marked the end of trade growth as exports did not
return to 1934 levels until after World War II. This was
particularly important to the economy of Queensland which
had a larger proportion of primary producers than the other
States, a larger proportion of exportable surplus, and a
heavier dependence on international trade. Economic
nationalism had closed markets in France, Germany and Italy, *
and Japan afforded the best hope for increased trade. The
dispute left a residue of mistrust and caution which
persisted well 1into the postwar period and which was
reinforced by the experiences of the pearling industry and
by Japan's efforts in the late 1930s to involve Australia in
its expansion of strategic industries and in the structural
reorientation of its economy from light to heavy industrial

production.
JAPAN AND THE PEARLING INDUSTRY

The impression of Japan that emerged from the trade
diversion dispute - of an aggressive trader, willing to
disrupt established relationships and do anything to promote
its own interests - was reinforced in Queensland by

experiences in the pearling industry.

Japanese involvement in pearling began in the 1880s, and by
the mid-1890s they were the largest national group working

in the industry.'” There were two major categories - divers
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and operators. The Japanese divers were highly skilled and
for such dangerous and specialised work there were no
alternative employees. The need for Japanese divers helped
to bring Queensland into conflict with the developing "White
Australia" policy, and eventually special arrangements were
made to allow the number of Japanese to rise, which they
continued to do until 1938-39 except for the two Depression
years, 1930-31. The Japanese divers may have been respected
for their skills, but owners resented the way in which they
used their monopoly position to make ever-increasing demands
for improved contracts, and for the employment of other
Japanese as shell openers, divers and tenders. owners
accused Japanese head divers of being "the master(s) and

director(s) of the Australian pearling industry."'?

Even so, the most serious concerns in the industry related
to Japanese who operated their own vessels, either as

: 102
"dummies",

or openly as foreign owners working out of
offshore bases, fishing international waters and sometimes
poaching within the three-mile limit. By the 1930s some
of these vessels were very large and well-equipped, such as
those owned by Fukutaro Tange who was backed by Mitsui and
Mitsubishi.'® As the number and size of Japanese vessels
increased, concern grew about the impact of Japanese fishing
methods and the size of Japanese catches on the long-term
future of resource stocks and of the industry itself. The
Japanese were known to take the '"chicken" or young shell
which Australian licensees were forbidden to harvest, and
they were accused of destroying all marine 1life 1in their
path. As reported to the Mackay Commission, "they went over
the Reef like a cloud of locusts" and left "nothing behind

them, not even a clam shell™.'0*

In addition, the huge Japanese catches had a severe impact
on the market for Australian shell. European pearlers
complained that, in addition to having larger vessels and

avoiding restrictions and taxes imposed on Australian
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licensees, the Japanese had much lower operating costs and
could still make good profits even when prices fell. This
arose because their supplies were bought cheaply in Java and
their catch could be sent to Japan from Thursday Island in
their own boats for about $14 per tonne compared with $20-38
per tonne paid by Australian pearlers for shipment to Hong
Kong.'” European pearlers resented Japanese competition for
the highly profitable pearlshell market in the United States
which took a small, but significant share of the Australian
catch, with the principal sales being in the United Kingdom.
From 1915-18 Japan herself was the 1largest customer for
Australian exports of shell, until imports were replaceby
supplies from her own ships. Thereafter, until 1942, the
United States was the major customer, especially for the
larger and higher-priced shell. The Japanese made inroads
into this market, partly on account of the superiority of
their grading which in Australia was "purely nominal".'%
The situation was made more difficult when huge Japanese
catches led to a rapid increase 1in quantities reaching the
market as they did in 1935 when Mitsui and Mitsubishi
arranged contracts for the supply of shell from Fukutaro
Tange's vessels to the Otto Gerdau Corporation in New York,
a market formerly dominated by Australia. Tange's catches
were very large and when both Japanese and Australian shell
reached the market simultaneously, prices plunged to levels
unprofitable to the Australian sellers, though still

providing a reasonable return to the Japanese.

Fears about the complete depredation of fishing areas and
the commercial impact of Japanese pearling were compounded
by suspicious about the objectives behind the presence of
Japanese vessels inside the three-mile 1limit and the
purposes of the unauthorised landings made from Japanese
vessels on the Australian mainland and adjacent islands.
Concern in northern Queensland was widespread. The Catholic
Bishop of Bathurst Island claimed that young aboriginal
women were bartered by older men of the tribe for tobacco,
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liquor and food.'” Business interests in north Queensland,
as 1in Western Australia and the Northern Territory,
pressured the State and Commonwealth Governments to provide
adequate surveillance. The Townsville Chamber of Commerce
enlisted the support of 1its Brisbane counterpart 1in
expressing its "alarm at the glaring and persistent visits
of Japanese sampans on the Australian coast especially the
Barrier Reef and adjacent islands"'® and joined the
Returned Services League (RSL) in urging the government to
send a 1light cruiser to patrol from Cairns to Thursday
Island "to prevent further depredation in the shell
industry". Both State and Commonwealth authorities at first
regarded their fears as greatly exaggerated. Nevertheless,
police inquiries verified that some reports were accurate,
and after the arrest by the Customs Department of a sampan
off Booley 1Island, Premier Forgan Smith asked the

109 The Commonwealth decided to

Commonwealth to take action.
provide fast boats to check for sampans on the Reef, to use
Qantas to assist in surveillance on their regular flights,
and to send a patrol vessel to operate east of Darwin,

though it proved not fast enough to catch boats poaching.

By the end of the 1930s Japanese dominance of the pearling
industry was regarded as an economic threat to Australian
interests. The best beds were denuded by Japanese
operators, world prices depressed by the flood of Japanese
supplies, Japanese divers demanded ever-improving contracts
which European owners could not afford, and the formation of
Nippon Shinju Kaisha directly tied the industry to Japan's
plans for expansion in South Asia. In 1936 the RSL had asked
the State Government to take up with the Commonwealth the
possibility of an agreement with the Japanese regarding the
size of shell taken from the Reef.''’ Diplomatic moves began
during 1937-8 between Australia and Japan to establish a
common policy in the three pearling States, but the States
could not agree and nothing came of it. Pearling was an

important industry in the economy of the north and of prime
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importance to areas such as Thursday Island. The impact of
the Japanese on it reinforced the view, at least in

Queensland, of Japan's aggressive nationalism.
JAPAN'S SOUTHWARD EXPANSION

Concerns about the presence of the Japanese in the pearling
industry were not Jjust economic, but political as well.
Long before World War II appeared imminent, security and
defence issues worried Queenslanders, especially those in
the north, and the pearling industry became a focus for
unease about Australia's "indirect but intimate involvement"

in Japan's economic and military expansion.'"

Japanese 1interest in Micronesia dated from the 1late
nineteenth century, but increased significantly after World
War I when Japan acquired Germany' former possessions 1in the
Northwest Pacific under mandate. The extension of Japanese
interests 1into banking, shipping and deep-sea fishing was
led by large commercial and trading combines such as Mitsui,
Mitsubishi and Nanyo Kaihatsu KK (South Seas Development
Co.) and by the 1930s their activities were seen as part of
a state-aided attempt to co-ordinate and intensify the
expansion of Japan's influence in the area.'"® Her
increasing presence in the pearling grounds off Australia's
northern coast was part of this process. At the end of the
1937-8 season the Japanese fleet was recalled to its home
base, where, with Government sponsorship, the separate
owners merged to form a new and larger company - Nippon
Shinju Kaisha - a subsidiary of Nanyo Kaihatsu KK. Nanyo
Kaihatsu had played an important part in the development of
Japan's Pacific mandates in the 1920s and 30s, especially in
bringing workers to the sugar plantations of Saipan, and its
move into the building of schooners and development of
shipping interests was supported by the Naval General Staff
First Committee.' The new organisation for pearling

therefore seemed to be part of Japan's "southward drive" to
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expand and strengthen her influence in the region, and to
obtain both markets for industrial goods and supplies of

resources such as oil, minerals and raw materials.

Geographically Queensland was at the frontier of this
expansion and increasing concern was evident in the growing
number and urgency of reports of Japanese mapping, making
naval surveys, illegally landing or having land bases on the
mainland or adjacent islands under the cover of pearling
operations. At the very least, Japan's southward expansion
brought a substantial world power nearer to Australia than
ever before at a time when there was potential for conflict
over her desire for materials and markets and the ways she

sought to obtain them.'"

The movement of the Japanese
economy to a quasi-wartime footing and, after 1937, the
exigencies of war with China, were major influences on the
size and pattern of Australia-Japan trade after the end of

the trade diversion dispute.'’™

The rapid expansion of heavy
industry increased Japan's demand for resources such as
zinc, iron ore, lead, and iron and steel scrap, and the war
made necessary hides for footwear, and tallow for use in
explosives. While this provided export opportunities, at
the same time it generated concern about Australia's role as
a supplier to Japan's war-based heavy industry and the
consequences of her ©place 1in Japan's '"raw material

procurement strategy".''®

Serious Japanese interest in Australian minerals began in
the mid 1930s as part of a pattern of Japan's involvement in
the actual production of certain commodities rather than
merely buying them from countries to her south.' Despite
investment in Manchuria and North China, Japan continued to
require imports of materials such as iron ore and European
supplies dwindled as re-armament accelerated. Japan began
to look at ways of obtaining supplies on a secure, longer-
term basis from largely untapped resources in Australia,
Malaya, the Philippines and Indo-china. With Japanese
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government approval and support, companies invested
directly, or provided the capital for dummy firms, took the
entire output of mines and provided Japanese shipping
services, thus exercising real if not ostensible control

over the whole mining operation.'®

The first attempt to incorporate Australian resources into
this pattern was the purchase of the Yampi Sound iron ore
leases from the British company H.A. Brasserts and Co. by a
dummy operating firm, Yampi Sound Mining Co. Ltd., fully
funded and effectively controlled by Nippon Mining Company
of Tokyo.''"” The project received the initial support of the
West Australian government because it would promote
development and employment in a remote area,'?® and of the
Australian government because of its contribution to

exports. %!

The project had not come into production when
the Australian government banned the export of iron ore in
July 1938, ostensibly because of Australia's limited
reserves and the desire to conserve them for future
needs.%? The real reasons, however, were the "increasing
geopolitical menace of Japan""‘l3 and "fears of the effects
of Japanese ownership of Australian resources and its

widening economic interests in Australia".'®

The Commonwealth was concerned about the spread of Japanese
ownership beyond Yampi Sound and the incorporation of
Australia's northern regions with their mineral, fishing and
pearling resources, into Japan's southward expansion. This
concern was acutely felt in Queensland as well. In July
1937 Premier Forgan Smith warned the Prime Minister that
Japanese companies, including the 1large mining group
Ishihara Sangyo, were attempting to set up a dummy company
to exploit the Iron Range deposits in Cape York
Peninsula.'® Dpirect approaches had been made to the Mines
Minister, Mr. Foley, seeking local interest in mines for
which Japan would guarantee a market,'® and there were
reports that Nobutaro Umeda, the chief intermediary in the
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yampi Sound dealings, had been making contacts in the

27 There had also been a report in 1936 from the

state.'
Queensland Commissioner of Police to the Minister for Health
and Home Affairs that Japanese were trying to obtain an
interest in mineral leases on Iron Island outside Mackay and
that two Japanese geologists, a silk merchant (Mr. Koiso),
and a representative of Japanese financial houses (Mr.
Matsumoto) had met with an unnamed European to discuss the

proposal.'?®

Concern about the 1long-term implications of
the extension of Japanese ownership of resources and the
expansion of its commercial interests in Australia underlay
the Australian government's ban on the export of iron ore
which effectively ended Japanese attempts to develop

Australia's mineral resources in the prewar period.

Japan did provide a very useful market for zinc from Mount
Isa Mines, though it embroiled the Company and one of its
Directors in a great deal of public controversy. Mt.Isa was
essentially regarded as a lead mine, which also produced
silver; little interest was taken in the zinc which was not
seen as a commercially marketable product. When zinc began
to be produced in 1936, it was initially hoped that overseas
sales would help relieve the financial distress from which
the company suffered. However, rail freights absorbed half
the very modest price that could be obtained, and for the
most part the zinc was either stockpiled or jettisoned. An
ambitious idea to construct a railway from Mt. Isa to
Burketown to a port in the Northern Territory and thus
escape the stranglehold of the Queensland Railways
eventually came to nothing, although the Commonwealth
Government showed initial interest because of the line's
strategic value. 1In 1940 the Company sold its large dump of
zinc concentrate and most of its current zinc output to
Britain, but much of the zinc was never delivered because of
a scarcity of shipping space. Although Japan took less than
3 per cent of the output of zinc concentrates, the Japanese

market was thus particularly valuable, especially as the
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lead price was low, and British contracts for one month
only. Zinc, however, was a strategic metal and in early 1941
its export to Japan was criticised in the Press and in the
Commonwealth Parliament on the grounds that it could be
surreptitiously resold to Germany. One of the Company's
directors, Senator H.S. Foll, a member of Federal Cabinet,
explained that the zinc contract had been authorised by the
Commonwealth before World War II, and the Minister for Trade
and Customs had taken precautions to ensure that it was not

used for hostile purposes.'?

Nevertheless, the Senator was
pressured into resigning from the Board very shortly before

trade ceased altogether.

Exports of rural products, however, did not prosper from
Japan's war economy and southward expansion. The Japanese
developed a raw materials policy placing more emphasis on
self-sufficiency, the spreading of purchases of essential
goods such as wool, and the development and use of
substitutes. As early as 1935, Dr. Melbourne reported that
in the territories she controlled or influenced, Japan built
up primary products that would supply material and
foodstuffs and help her divert purchases away from countries
(including Australia) with whom she had an unfavourable

Balance of Payments.'

Increased spending on munitions
strained financial resources and in January 1938 economic
controls were tightened and non-essential imports reduced by
50 per cent. Efforts were made by both Australia and Japan
to increase trade in specific products. The Federal
Department of Commerce and the Australian Meat Board
explored the possibility of creating a regular market for
Australian beef in Japan. They were encouraged by Mr.
Hiroda of Kanematsu, visiting Australia in January 1938, who
urged Australia to find markets outside the United Kingdom
and away from Argentinian competition. The removal of a 50
per cent surtax and the inauguration of shipment of chilled
rather than frozen beef made the prospect more realistic,

though lack of refrigerated transport from wharf to store
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and the regularity of competitive shipments from China were
major obstacles. The Japanese sought increased exports of
Australian wheat but, by 1940, the export of wheat, and of
most other primary products, was tied to Britain wunder
wartime agreements. Queensland did, however, export
increased amounts of hides and tallow to Japan at good
prices though, by 1941, amid public criticism. Tallow had
been exported to Japan for soap-making before the trade
diversion dispute, but the market had been lost to imports
from Manchukuo. Its reopening was welcomed by producers, but
criticised because tallow could also be used as an input to
explosives. In this way not only obvious strategic
materials such as zinc, but primary products as well, were

drawn into Japan's wider strategic plans.

Opportunities in the Japanese market for Queensland products
after the trade diversion dispute were thus controlled
largely by political factors - the 1limits placed on
bilateral exchange by the negotiated settlement of the
dispute, the desire of Japan to incorporate Australia,
especially northern Australia, into its economic and
strategic plans, and the response of the Australian
government to the threat posed by Japan's southward

expansion and its ownership of Australian resources.

CONCLUSION

By the end of the 1930s the bright promise of a friendly and
expanding relationship had faded into suspicion and mistrust
of the Japanese as traders and economic partners. By the
outbreak of World War II, Queensland-Japan trade had
declined to less than 3 percent of the total, due largely to
a drop 1in Queensland's exports. The rapid and effective
retaliation against Australia's trade diversion policies,
the pattern of trade after the dispute's settlement, and
competition in the pearling industry had given the Japanese
a reputation as tough and aggressive traders and left a
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feeling in some sections of the community that the Japanese
were not interested in a real partnership, but only in
pursuing their own interests regardless of those of other
parties. There was a sense of frustration and
powerlessness, of being "used" as a pawn in a larger game
where Japan did not quite play by the rules and in which
neither business nor State and Federal Governments could act
effectively to promote Australia's own interests. Such
feelings were greatly intensified by World War II and
underlay the responses towards the revival of trade,
especially in the calls for the exercise of strict control
and supervision and in the opposition, even in the 1960s and

70s, to Japanese ownership of Australian resources.

Yet prewar trade, in reflecting at least partly the economic
strengths of the respective economies, did provide a basis
from which the relationship would develop after 1945.
Japan's exports of textiles and the terms of their entry to
Australia would be important issues in postwar trade, though
her prewar exports of toys and crockery had little in common
with the consumer durables and capital goods which were
major items in Japan's postwar exports. From Queensland's
overwhelmingly rural economy Japan took small quantities of
foedstuffs, but mainly products that were 1inputs to
manufacturing - wool, cotton, hides and tallow - and the
resumption of this profitable trade would depend on the
attitude of Occupation authorities and the international
community to the revitalization of Japan's industrial base.
When industry did revive, it came to provide the main market
for a range of metals and other resources of which in the

1930s only small quantities of zinc had been exported.

After the end of World War II, Queenslanders shared with
other Australians a strong anti-Japanese sentiment which
made them hesitant about the resumption of relations of any
kind with Japan. Business was cautious; neither unions nor

manufacturers were 1likely to welcome the import of cheap
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competitive goods. The State Government, the Director of
Native Affairs, ex-service organisations and the Press were
adamantly opposed to the re-entry of Japanese divers or
boats into the pearling industry or into any kind of
activity in waters in the vicinity of Australia. The re-
employment in 1947 by Bowden Pearling of two Japanese,
Tomitaro Fuji and Ken Shibasaki, who had lived on Thursday
Island for many years, led to such a furore that Cabinet
quickly issued directives that no Japanese were to be
registered as divers or to work in any capacity.™  Even
wool interests which had profited greatly from prewar trade
were hesitant about the possibility that Japan might again
become an important factor in the industry's prosperity.
Both business and government favoured the strengthening of
ties with the Commonwealth rather than seeking or even

taking advantage of opportunities outside it.

Yet, more quickly that might have been expected, there was a
revival of interest in commercial opportunities stemming
from a resumption of trade. There were difficulties because
of the dollar shortage, tight controls by SCAP, and the
limited capacity of the Japanese economy. Australia's
protectionist policies and import restrictions, and the
commitment of Australian primary products to the UK were
further obstacles.' Yet both private traders (after 1947)
and Government Departments and agencies sought entry to
Japan to pick up the threads of prewar trade or investigate
products to buy or sell. When applications were called by
the Commonwealth Government for the first group of 24 to go
to Japan in 1947, Queensland interests claimed that a
representative from the State should be included because of
the substantial trade of Queensland firms prewar and because
Queensland's need for Japanese goods (presumably cotton
textiles) was greater than that of the other States owing to

the tropical climate.™?

For the Queensland Government,
shortages of essential materials which delayed

infrastructure projects and rural and industrial rebuilding
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engendered a pragmatic approach. Gallup polls indicated that
a proportion of the public shared their pragmatism.™
other reports and articles in the Press agreed that, though
the idea of Japanese goods was repellent, trade would have
to be tolerated to provide employment for returned
servicemen, to build up Japanese industry so she could pay

war reparations'®

and because, according to the President
of the Chamber of Commerce, "Australia had been forestalled
in markets in the East that should have been her special
care" by the opportunistic actions of the United States.'*
There was, however, a sufficiently substantial resistance by
many individuals, groups and organisations to the
restoration of trade to make reciprocity an obstacle to the
growth of the relationship even 10 or 15 years after the war

had ended.

By the end of the 1950s Japan took 15 per cent of Queensland
exports, the principal commodities being wool, sugar and
hides and skins, following the prewar pattern, and often
handled by the same institutions and processes. Wool from
the Brisbane sales in 1948 was one of the first products
traded and remained the dominant export until the mid-1970s.
The initially very small exports of beef represented a major
part of Australia's total sales of meat to Japan and rose
rapidly throughout the 1960s to become by the early 1970s
one of Australia's largest export earners. Because of the
pattern of its agricultural production, Queensland did not
participate as fully as the southern States in the growth of
the export trade in food and feed grains though, taken
together, cereals provided a significant export income.
Japan provided a useful outlet for Queensland barley as well
as the main market for wheat and for sorghum after the
southern stockfeed market was whittled away by New South
Wales suppliers. However, the promising cotton trade which
had existed prewar did not resume until the early 1970s when
the extension of irrigation allowed the production of an

exportable surplus coinciding with an unexpected reduction
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in the Mexican cotton crop and renewed interest from
Japanese trade houses such as Marubeni Iida for Queensland
supplies. The development of "new" agricultural exports such
as sugar and the growth in the volume and range of
traditional &rural products made trade with Japan an
important determinant of the economic well-being of
Queensland rural industries and involved the State in
Japan's domestic policies to an extent never imagined in the

prewar period.

The trade in coal and minerals began more slowly than the
sale of rural products, but in the 1960s and 70s Queensland
and Japanese economic growth became closely linked through
the rapidly increasing supply of the State's resources to
Japan's expanding industrial sector. Sales of zinc from Mt.
Isa resumed in 1953 with the export of 12,000 tons to Mitsui
Mining and Smelting and expanded to other Japanese producers
of high grade zinc for industry as rates of recovery from
orebodies improved. Copper exports from Mt.Isa and Mt.
Morgan began in 1959 after the completion of the Townsville
refinery, and urgent efforts by the Japanese to secure
supplies against an impending world shortage. It was made
possible by the decisicon of the Queensland Government to pay
for the upgrading of the Townsville-Mt. Isa rail link after
approaches to the World Bank and to the Federal Government
were unsuccessful. Exports of rutile and zircon from mineral
sands along the Queensland coastline and offshore islands
were inputs to the paint, paper and plastics industries and
later to titanium used in aerospace and Jjet aircraft. Major
mining developments in coal and bauxite, geared to the needs
of the Japanese market, were reflected in greatly increased
income from mineral exports and were the catalyst for
changes in the pattern of Queensland's economic growth and

the basis for a wider and deeper relationship with Japan.

There had been opportunities for trade in the prewar period,

created by the wunavailability of traditional suppliers
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during World War I, Japanese economic growth, especially in
the early 1930s, and the desire of Japan to incorporate
Australian resources into her plans for economic
restructuring in the years before World War II. The ability
of Queensland business to respond to these opportunities was
limited. The wool industry, with a world-class, price-
competitive product with few viable substitutes, was able to
attract buyers to the wool auctions and had long-established
relationships with Japanese spinners through the trading
company Kanematsu Gosho. Apart from woecl, Queensland
produced only a limited range of products of interest to
Japan, business was generally small, serving local needs or
the secure and familiar markets in Britain and the Empire.
Many Queensland products were uncompetitive and unattractive
because of high costs, especially of handling and shipping,
inadequate presentation, poor quality, and the inability to
supply product on a consistent, year-round basis. Except
for a small number of enterprising individuals and groups
such as the woolgrowers and the Queensland Cotton Board, the
opportunities in Japan went largely unheeded. The positive
steps taken by the Government in appointing Mr. Frederic
Jones were not followed through and the investigations and
enthusiasm of Sir Leslie Wilson and Dr. Melbourne bore
little fruit. There were few pathfinders whose success would
show the way, and little recognition at industry level of
the necessity of identifying and meeting the needs of the
Japanese market in order to take advantage of the
opportunities 1% presented. Queensland business, and
Australian business generally, was committed to export to
Britain and the Dominions with whom it had close historical
ties and where political advantage and tariff concessions

overcame the economic disadvantages business faced in Japan.

Except for the short period around the turn of the century,
there was little effort at State level to promote trade with
Japan, to take advantage of specific opportunities, or to

encourage or support business attempts to break 1into the
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market, though it must be admitted that difficulties
stemming from inadequate infrastructure were beyond the
State's resources to remedy. Within the public sector there
were those who were active in support of trade with Japan -
Sir Leslie Wilson, J.D. Story through the University of
Queensland, A.C.V. Melbourne through his chairmanship of the
Committee on Far Eastern Trade. They were opposed by
Professor Brigden at the Bureau of Industry and
counterbalanced by the commitment at government and industry
level to trade with Britain, and by the tendency to 1leave

foreign trade matters to the Commonwealth government.

Dr. Melbourne had set out the alternative attitudes that
government could adopt:

we could just be passive and wait and see if

they (the Japanese) still need us or go out and
support purchases ... anticipate negotiations with
competitors by gathering market information early

... gain acceptance ... watch for ... the Possibility
of improving products ... arouse interest.'?’

The Queensland Government clearly took the first course
despite efforts by the Governor and others to induce a more
active approach. There was no recognition that State
objectives could be achieved through trade with Japan, no
State-business collaboration to overcome obstacles and make
adjustments necessary for market growth. It is the progress
of the Government towards the second choice that is one of
the features of the post war period and a major factor in
the development of the Queensland-Japan relationship.
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CHAPTER THREE

RURAL ENTREPRENEURS:

JAPAN AND THE QUEENSLAND BEEF INDUSTRY

INTRODUCTION

The develcopment of the beef trade followed recognition by
entrepreneurial individuals and companies that opportunities
existed 1in Japan for the resumption and possibly the
expansion of the exports of manufacturing beef which had
existed in the prewar years. But the real impetus for the
rapid growth in trade came from innovations in cattle
raising and meat processing to satisfy the expanded demand
in Japan for quality table beef and from joint
industry/government promotion of a distinctively Australian
product. This was supported by the actions of State and
Federal Governments to open up new lands and to improve
transport infrastructure, and by agreements negotiated by
the Commonwealth for improved and more stable access to

Japanese markets.

As for all rural products, the growth of the beef trade was
heavily influenced by both domestic and international
factors. The postwar arrangements with Britain, the
development of the European Community, protectionist
policies in Japan, and changes in the world economy affected
the level of trade and presented major challenges in the
management of the relationship. Within Australia, federal
macroeconomic and specifically rural policies set the
domestic economic and operational framework which helped to
determine the ability of producers to provide, transport