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Abstract 
 

The macroeconomic agenda known as Keynesianism was highly contentious when it was 

introduced to Australia during the Second World War. Using a ‘history from below’ approach 

– correctly understood as a society-wide analysis – this thesis reveals the debates and the 

participants in the social nexus that considered the work of the British economist John Maynard 

Keynes (1883-1946). It shows that the populous willed a break from the status quo, ranging in 

favour of socialism to a non-capitalist third way. Support for Keynesianism was isolated to 

capital and the political right wing, with labour, centrists, the left and far-left strongly opposed. 

As the war progressed, apathy set in and Keynesianism came to be seen by opponents as either 

a non-capitalist third way or as the triumph of the possible over the desirable socialist “new 

order”. 

 

From 1936, Keynes had popularised a new economics based on full employment planning that 

quickly displaced ‘laissez faire capitalism’ in the minds of economists and policymakers. As 

war broke out, Keynes submitted a war finance plan for public consideration in the United 

Kingdom. Essentially, the plan addressed the practical aspects of managing an economy 

experiencing full employment. It contained measures to reduce wage growth to counter rising 

inflation, welfare for mothers and children to protect their well-being – but also the population 

growth essential to future economic growth – and the partial repayment of seized wages at the 

end of the war that would form the basis of post-war “reconstruction”. The Keynes plan 

generated interest in Australia which rapidly turned to speculation about its applicability. A 

fierce debate raged, divided on broad political lines, for two years that would shift public 

opinion and contribute significantly to the rise of the Curtin government (1941-45). However, 

once enthusiasm for reconstruction waned, it was this government that brought about post-war 

Keynesianism.  



 
5 

Statement 
 
 
I acknowledge my responsibilities under the Copyright Act 1968.I have read and understood 
Federation University’s Statute 8.2: Intellectual Property. The submitted thesis/exegesis does 
not contain material which has been accepted for an award of any other degree or diploma at 
any university. The thesis/exegesis has identified work of others that has been relied upon by 
providing appropriate acknowledgment, citation, and reference in the text and in the 
bibliography. I have stated clearly and fully in the thesis/exegesis the extent of any 
collaboration with others. To the best of my knowledge the thesis/exegesis does not contain 
material previously published by any other person (excluding instances where due 
acknowledgment has been made). 
 
I, Cameron James Coventry, was supported by an Australian Government Research Training 
Program (RTP) Stipend and RTP Fee-Offset Scholarship through Federation University 
Australia. 
 
 
 
 
13 January 2023 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  



 
6 

 
 
 
 
 
 
 
 
 

To the people who helped me overcome dyslexia throughout my schooling at Stirling East 
Primary School from 1996 to 2001 and Prince Alfred College from 2001 to 2008. They were 

known to me as Mesdames Little, Polkinghorne, Mildren, Murphy and Farrell (and their 
associates), and librarians Gilchrist and Bean (and the mothers and grandmothers who 

volunteered their time). 
 
 
 
 

 
 
 
 
 
 
 



 
7 

Acknowledgements 
 
 
My supervisors, Keir Reeves, Alex Millmow, Jeremy C. A. Smith & Erik Eklund must be 
thanked for their patience and guidance as this thesis came into being. I’d like to further thank 
Keir and Erik, as well as Andrew Hope and the relevant committee, for awarding me the 
Research Training Program (RTP) Stipend Scholarship, and my old lecturers, Frank Bongiorno 
and William Tow, for their part in this. 
 
Invaluable assistance was provided by numerous people at various junctures. I thank Verity 
Archer, Kat Avery, Jenny Beacham, Selwyn Cornish, Peter Curtis, Leigh Edmonds, Lindy 
Edwards, Clinton Fernandes, Matt Frith, Ian Hamilton, Stephen Holt, Andrew Hope, Elizabeth 
Humphrys, Catherine Jenkins, Effie Karageorgos, the late Stuart Macintyre, the late Bruce 
McFarlane, Dave McGinniss, Humphrey McQueen, Jon Piccini, Graeme Powell, Evan Smith, 
Michael Taffe, Matt Thorley, Michael P. Vort-Ronald, David Waldron, James Waghorne, 
Jacqueline Z. Wilson and “Oz Wobbly”. Many others helped incidentally, including Anne 
Beggs-Sunter, Nicholas Brown, Janet McCalman, John Minns, Nell Musgrove, Inger 
Mewburn, the reviewers and editors of my articles, the examiners of my MA thesis, James 
Curran and Sean Scalmer, as well as the “Twitterstorians” of the digital tearoom. The postman, 
Barry Gilson, a Wadawurrung man, kept up a steady stream of books through smoke, dust, 
snow and lockdown. The research, which was variously presented at the University of 
Cambridge, the University of New South Wales, the 2021 InASA conference and the 2021 
Economic History Society conference, produced much feedback and encouragement. I thank 
Andrew Seltzer (who helpfully attended two of these events), C. I. Adams, Tom Tyson, Pedro 
Ramos Pinto, Joshua Black, Sybil Nolan, Catherine R. Schenk, Safya Morshed and David 
Mitch. I’m also most thankful for the two examiners who generously provided guidance. 
 
I am appreciative of the many librarians who helped me – and functioned during Covid-19 
outbreaks and lockdowns with all the personal risks and costs that entailed – at the libraries of 
Federation University, the Australian Catholic University, Deakin University, the Australian 
National University, the University of Wollongong, the University of Tasmania, the University 
of Melbourne, the University of Newcastle, the Auckland University of Technology, the State 
Library of Victoria, the National Library of Australia and the archivists at the National 
Archives of Australia. The University staff were also excellent to work with. I am grateful to 
the assistance of Michael Dowling. I was given paternity leave on full pay for my second child 
and time off to fight a $6400 robodebt. (I thank Neil Foster for being a learned and judicious 
Member of the AAT and on whose decision the debt was waived by the demonic Department 
of Social Services.) My family and I are tremendously grateful for Elisha Cowland and the 
entire Fedliving team. When we were caught with the prospect of being suddenly homeless 
during a lockdown – with a two-month-old, a two-year-old, two cats and a dog – the University 
provided a large, warm emergency rental house within hours and allowed us to stay for as long 
as we needed. This service should not be a privilege. 
 
Thank you to my family, Rebecca, Aoife and Fedelm, for your love, intellect, gaiety and 
support. Bec, research is something in which we share and enjoy but see as crucial to our 
children’s futures. Every thought is tested, mulled over and pulled apart by our committee, 
which is in permanent session. Even late at night, in between contractions, Labrador panicked 
at your side, sleepless, car loaded and faced with your imminent torture, we talked shop.  



 
8 

Preface 
 
 
I decided to undertake a PhD after I found myself dissatisfied with my political career. I had 
been attracted to the fame and prestige of politics since I was 15. By the age of 22, I occupied 
the hallowed, if somewhat crowded, space between powerful people. I had come to work for 
Senator Nick Xenophon purely through cronyism, but one thing had led to another. The 
romance of power depicted in the West Wing was real for those who worked at the Australian 
Parliament; its 16-hour days, polished timbers, emblemed teacups and, at Christmas, the choirs 
and ladened Monterey pine. At some point in 2015 I declined the top spot for the new 
Xenophon party in the Australian Capital Territory. An understanding was reached that I would 
instead become the Senator’s legislative advisor. I had proven my worth but doubled it when 
late one night in my undergraduates’ billet I made a submarine cake. The cake was delivered 
to the Senate doors the next morning in front of an aroused press gallery to mark the second 
anniversary of Tony Abbott’s election victory. The cake (as well as my attempts to light the 
candles) made national news and could be glimpsed on television for months afterwards. 
Xenophon said it was his most successful political stunt and, if rumours from certain South 
Australian quarters are believed, the satirical cake had factored in the decision to bring about 
Abbott’s downfall at that time. The problem with being in politics while undertaking study to 
make sense of the world was that it made absurdities obvious to me. What Swift had said of 
the old Irish Parliament can equally be said of the Australian Parliament: ‘Half a bow shot from 
the college; all the world from wit and knowledge.’ 
 
The topic changed several times since I commenced research on 14 January 2019. At first the 
focus was neoliberalism, then it became Keynesianism with the period of concern reducing as 
the evidence amassed and my assumptions were confounded. But it was no accident that I 
found myself researching John Maynard Keynes and his economics. I grew up in a Keynesian 
family steeped in the history of the Australian Labor Party. My maternal grandfather, a 
scientific instrument maker from Bermondsey, came to vote for the British Labour Party at the 
1945 general election as a result of witnessing the poverty of Northern Ireland during the war. 
George Phillips (1924-2020) often recounted to his grandchildren one particular moment, when 
a boy without shoes grabbed a bun from his plate and scurried out of the shop into the snow. 
My other grandparents similarly supported the ALP on humanitarian grounds. At some point 
the vague spirit of compassion and solidarity dissipated as the older generation became affluent 
and their children and children-in-law – mostly university-educated, high-income earning 
professionals – became “True Believers” in the canopied areas east of Adelaide; the ‘suburbs 
of unrelenting good taste and stillness’, as John Lonie described it. 
 
To me, submission of this thesis is a milestone a short way down the road that leads away from 
my upbringing and early career.  
 
 
 
 

Cam Coventry 
London 

2023 
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Introduction 
 
 

‘No gutted shell would mark their passing. Their cabins, ill- 
thatched lumps of mud and stone, lay scattered across the 
country, by bogland and scrawny mountain. They lived 
below history, and there they died […]’ 
– Thomas Flanagan, The Year of the French (1979) 

 
 

In May 1944, ‘Miss J. H. Boyd’ from the Department of Post-war Reconstruction 

addressed the Queensland conference of the Country Women’s Association in Roma; then the 

site of Australia’s fledgling hydrocarbon industry.1 The director-general of Boyd’s department, 

H. C. “Nugget” Coombs, provided her with a message to be read to attendees, saying: 

Reconstruction, if left solely to Government, will be a barren, empty thing. If 

reconstruction is to be real it must have its roots among the people. It must seek 

objectives which the people themselves seek […] a channel of negotiation can be 

established and kept open between the people and the Government.2 

On its face, the Curtin government (1941-45) was engaged in an historic groundswell of 

policymaking that would not be seen again, at least until the Australian Assistance Plan of the 

Whitlam government (1972-75) some thirty years later.3 But Coombs’s botanical metaphor is 

borne with significance: it was an admission that “reconstruction” would look beyond the 

popular desire for a “new order” based in socialism or a non-capitalist third way expressed in 

 
1 H. Wopfner, “Oil and Gas in Australia,” GeoJournal 16(4) (1988): 377. Helmut “Heli” Wopfner was an 
Austrian geologist and pioneer of Australia’s hydrocarbon industry from the 1950s, working for commercial 
geological surveys and Santos, before taking up an assignment with Premier Thomas Playford in the 
Government of South Australia in which he successfully persuaded Santos to commence commercial drilling of 
the Great Artesian Basin: Adelaide Advertiser, 23 December 2014, 
https://www.adelaidenow.com.au/business/sa-business-journal/austrian-geologist-heli-wopfner-played-a-key-
rôle-in-helping-santos-find-oil-and-gas-in-outback-south-australia/news-
story/15d842865ed468f88d201676f730f079. 
2 Brisbane Telegraph, 2 May 1944, 3. 
3 Joanne Scott, Melanie Oppenheimer & Erik Eklund, “A program of such potential’: The Australian Assistance 
Plan,” in Erik Eklund, Melanie Oppenheimer & Joanne Scott ,eds., State of Welfare: Comparative studies of the 
welfare state at the end of the long boom, 1965-1980 (Peter Lang, 2018): 85-104; Melanie Oppenheimer, Erik 
Eklund & Joanne Scott, “Reach for the imagination: The bold experiment of the Australian Assistance Plan,” in 
Jenny Hocking ed. Making Modern Australia: The Whitlam government’s 21st century agenda (Monash 
University Publishing, 2017), 88-117. 
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the early years of the Second World War. Instead, the reconstruction planned before the war 

was ended and commenced under the Chifley government (1945-49) would secure capitalism 

through social democratic and liberal reforms known as Keynesianism. The reform agenda, 

named after its intellectual progenitor, the economist John Maynard Keynes (1883-1946), was 

based on full employment planning.4  

 

That Coombs spoke of ‘roots among the people’ reflected the influence on the Australian 

reconstructionists of the pre-Raphaelite aestheticists of the previous century who had opposed 

the inorganic and demeaning manner of manufacture in the United Kingdom of Great Britain 

and Northern Ireland.5 Yet, the reconstructionists believed in the expansion of industry and that 

the ‘interests’ of the people ‘could be determined and their expectations aggregated’ with 

‘distinct overtones of centralism, authoritarianism and élitism’.6 The contradiction between the 

promise of reconstruction infused with the non-capitalist ideals of the Arts and Crafts 

movement and the reality of the post-war period aligns with another contradiction identified 

by Raymond Williams in 1979. Williams compared the highly influential Bloomsbury group 

– to which Keynes was a “member” – with its intellectual progenitor, the pre-Raphaelites: ‘the 

difference between the fruit and its rotting, or between the hopefully planted seed and its 

monstrously distorted tree.’7 

 

 
4 Stuart Macintyre, Australia’s Boldest Experiment: War and reconstruction in the 1940s (NewSouth 
Publishing, 2015), 237. 
5 Ibid., 194-95. 
6 Macintyre, Australia’s Boldest Experiment, 193, 219; Bruce McFarlane, “Challenging the Control of the 
Australian Economic System,” in Richard Gordon, ed., The Australian New Left: Critical essays and strategy 
(William Heinemann, 1970), 95. 
7 Raymond Williams, “The Significance of ‘Bloomsbury’ as a Social and Cultural Group,” in Derek Crabtree & 
A. P. Thirlwall, Keynes and the Bloomsbury Group: The Fourth Keynes Seminar held at the University of Kent 
at Canterbury (Macmillan, 1980), 63; Alun Howkins observed a similar juxtaposition between the Arcadian 
ideals of William Morris and the concrete modernism of reconstruction: Memories of the Future: William 
Morris, John Ruskin (Written by Peter Fuller, Channel Four, 1983). Arguably the most influential figure in this 
movement was the art critic John Ruskin, whose non-Marxist anti-capitalism was flawed by his class prejudices: 
Patrick Conner, Savage Ruskin (Macmillan Press, 1979). 
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The essential question that arises from the above passage is, to what extent was Keynesianism 

the manifestation of popular will? The most appropriate answer is informed by social history, 

with its appreciation for society in its complexity and breadth; to comprehend the ‘cosmology’ 

of a society self-alert, vulnerable to change.8 Using a “history from below” approach, this thesis 

will show that support for Keynesianism was divided on general lines in the Australian politic. 

Support within capital remained throughout on the political rightwing of society; labour and 

the political left and centre were opposed to Keynesianism, either desiring a socialistic society 

or a corporatist, often Catholic, non-capitalist third way. But as the war dragged on apathy 

pervaded while many Keynesian opponents would come to accept full employment policy as 

the basis of reconstruction because of a political calculation: Keynesianism was the best that 

could be realistically hoped for. 

 

The source of reconstruction lies in the first years of the war, far above the battle fields, rising 

even beyond the declarations of war of the late European summer, 1939. With only the 

suspicion of war, preempting the bombs, bullets, barge balloons and bankers, attention slowly 

turned to post-bellum life. Once war was officiated, there arose debate on how best to arrange 

what Cicero called the sinews of war; the ways and means of financing conflict. Ordinarily, 

such technical drudgery preoccupies élites and, even then, once funds become strained. Total 

war required something altogether different: the temporary suspension of everyday life, from 

car headlights to sound finance. In Australia, where the British press was followed closely, 

public discourse sharpened to take on the hostilities of the British Labour Party towards the 

Keynesian solution to war finance. Keynes of King’s College, University of Cambridge, would 

not have been unknown to close readers of Australia newspapers in the 1920s and 1930s.9 But 

 
8 Roy Hay, “Social History” in Graeme Davison, John Hirst & Stuart Macintyre, eds., The Oxford Companion to 
Australian History (Oxford University Press, 2001), 596. 
9 For example, in 1932 during the formulation of the Premiers’ plan: Keith Hancock, Australian Wage Policy: 
Infancy and adolescence (University of Adelaide Press, 2013), 541, 687. 
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when he released his war finance plan, first in series of opinion articles in the London Times 

and then as a pamphlet, How to Pay for the War (1940), Keynes became a household name. 

Keynes’s central idea was that the war could be financed through a scheme of compulsory 

saving, where incomes would be reduced by taxation with a portion returned at low interest 

after the war as a reward for thrift and to avoid a post-war depression. The significance of the 

“Keynes plan”, however, lies in its preoccupation with addressing the management of an 

economy experiencing full employment and high inflation. In effect, the Keynes plan was a 

microcosm of Keynesianism as set out in the economist’s seminal work, The General Theory 

of Employment, Interest and Money (1936).10 

 

The debate over the implementation of the Keynes plan had significant consequences for 

Australian history. In waging debate about war finance, the Menzies (1939-41) and Fadden 

(August-October 1941) governments unleashed the passions of their political opponents, 

ultimately bringing about their demise. With the Australian Labor Party (ALP) in power from 

October 1941, the question of war finance was resolved in favour of taxation, rationing and 

credit creation while reconstruction planning became a secondary consideration. Throughout, 

there was an undercurrent in society appreciative of the risks posed by a post-war economic 

depression, with the possibility for insurrection, revolution, coup d’état, general strike, civil 

war and rebellion, all of which had been hastened by the First World War and Great 

Depression. It is easy to forget the tanks on the streets of London operated by an anti-

communist militia in 1919 or the fascism popular among Australian élites and on the political 

right wing in the 1930s.11 There were limits to what capital and the right could tolerate, so 

 
10 Bruce Littleboy, “The Wider Significance of How to Pay for the War,” History of Economics Review 25(1) 
(1996): 88-95. 
11 For general discussion of the 1930s Australian fascism, see, Jeff Sparrow, Fascists Among Us: Online hate 
and the Christchurch Massacre (Scribe, ebook, 2019); Andrew Moore, “An Uncomfortable Past: 
Historiographical reflections on fascism and interwar Australia,” in Evan Smith, Jayne Persian & Vashti Jane 
Fox, eds., Histories of Fascism and Anti-fascism in Australia (Routledge, ebook, 2023); Evan Smith, Jayne 
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discussion turned to the concessions that could be offered to temper economic instability while 

not jeopardising profitmaking. There emerged an understanding by 1943 that there was a 

bargain to be struck with no realistic chance of a socialistic new order. Emerging through the 

social nexus was a reconstruction programme based on a policy of full employment planning. 

 

Methodology 

 

Social history is concerned with society, incorporating all aspects in pursuit of an explanation 

for phenomena. Histories of politics, economics, ideas, war and other more specialised 

approaches are important to the social historian attempting to understand large volumes of 

evidence. It is also necessary to go beyond the history discipline. Indeed, the emergence of 

social history partly owes itself to the acceptance of sociology by historians in their work, a 

process noted in E. H. Carr’s What is History? (1961).12 It was in the 1960s that social history 

truly came into being, with historians reflecting on their aristocratic and middle-class 

preoccupations, their veneration of élites (especially Great Men), their Protestant moralising 

and misanthropic tendencies. E. P. Thompson (1924-93) described social history as ‘history 

from below’ in 1966; three years after the publication of The Making of the English Working 

Class (1963).13 To his mind, the approach was distinct from old social history – principally 

labour history – in its suspicion of institutions and historians who accepted Whiggish 

narratives, such as the idea of a ‘labour movement’ (original emphasis) edging towards an 

enlightened – that is, tripartite-corporatist – future.14 

 
Persian & Vashti Jane Fox, “Introduction: Fascism and anti-fascism in Australian history,” in Evan Smith, 
Jayne Persian & Vashti Jane Fox, eds., Histories of Fascism and Anti-fascism in Australia (Routledge, ebook, 
2023).  
12 E. H. Carr, What is History? (Penguin, ebook 2008). 
13 For Thompson’s significance, see Marnie Hughes-Warrington, Fifty Key Thinkers on History (Routledge, 
2015), 305-6. 
14 E. P. Thompson, “History from Below,” Times Literary Supplement, 7 April 1966, 279. 
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What is (Social) History? 

 

Thompson saw ‘history from below’ social history as having largely arisen in France from 

what became known as la nouvelle histoire.15 Eric Hobsbawm saw the approach emerging 

slowly, but deliberately and domestically, from within the Communist Party Historians’ Group 

(1946-56), to which he, Thompson, Dorothy Thompson and others were members.16 Although 

the Historians’ Group was formalised after the war, it had begun in spirit in the antebellum 

among Cambridge students influenced by the economist Maurice Dobb.17 The historians 

wanted to create a tradition of Marxist history.18 It is here the crucial distinction between old 

and new social history approaches arose. For new social history is an exercise in social theory; 

it is resurrected historical materialism. In other words, Karl Marx’s The Eighteenth Brumaire 

of Louis Napoleon (1852) is the foundational text for ‘history from below’.19 

 

Pivotal to any sound comprehension of social history is the realisation that, despite 

appearances, it is not concerned with the voiceless, powerless and dispossessed.20 As an 

application of historical materialism, ‘history from below’ is concerned with the interchange 

between the workers and the bosses, the social nexus through which all transformation 

occurs.21 While Thompson understood the ‘social nexus’, his gradual departure from theory – 

including Marxism – contributed to the confusion surrounding his work; a confusion 

 
15 For the Annales movement, see Peter Burke, The French Historical Revolution: The Annales school, 1929-89 
(Polity Press, 1990). 
16 Eric Hobsbawm, “The Historians’ Group of the Communist Party,” 9 June 2023, Verso Books, 
https://www.versobooks.com/en-gb/blogs/news/the-historians-group-of-the-communist-party. 
17 Ibid. 
18 Harvey J. Kaye, The British Marxist Historians: An introductory analysis (Polity Press, 1984). 
19 Humphrey McQueen, “Reading the ‘Unreadable’ Marx,” in Rob Lucas & Andy Blunden, eds., Marx, Myths 
& Legends (Self-published, 2005), https://www.marxists.org/subject/marxmyths/index.htm. 
20 Janet McCalman, Journeyings: The biography of a middle-class generation, 1920-1990 (Melbourne 
University Press, 1993); Peter Spearritt, “Mythology of the Depression,” in Judy Mackinolty, ed., The Wasted 
Years? Australia’s Great Depression (Allen & Unwin, 1981): 1-9. 
21 For a general discussion on the material conception of history, see Malcolm Long, ed., Marx and Beyond 
(Australian Broadcasting Commission, 1973). 
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compounded by the rise of British Cultural Studies and his use of the somewhat misleading 

expression, history from below.22  

 

Australian social history 

 

History from below has had few applications in Australia. By the time the new social history 

had arrived, economic history as a subject was unfashionable, full employment policy was in 

mortal peril and the ‘tripartite revolution’ that would begin in the late 1970s was perceptible, 

both publicly and privately.23 Ann Curthoys has charted historiography of Australian history 

from below, identifying a sympathy with the essential cause of the Historians’ Group to give 

voice to the silenced masses but limited theoretical appreciation.24 Russel Ward is said to have 

pre-empted the new social history in Australia with The Australian Legend (1958), although 

methodologically it is consistent with contemporary scholarship in Britain.25 The Legend was 

 
22 Thompson, “History from Below,” 279. Thompson later disagreed with historians applying ‘theory with a 
capital T’. Staughton Lynd demonstrated that this suspicion of Thompson’s occurred after the 1956 Hungarian 
Uprising caused him to leave the Communist Party and search for answers elsewhere to how capitalism could 
turn to socialism: Staughton Lynd, Doing History from the Bottom Up: On E. P. Thompson, Howard Zinn, and 
rebuilding the labor movement from below (Haymarket, 2014); E. P. Thompson, “The Poverty of Theory or An 
Orrery of Errors,” in The Poverty of Theory & Other Essays (Monthly Review Press, 2014). The flight from 
class among scholars occurred because of the cultural turn and post-war affluence, but also because Marx-
inspired scholars were forced to appeal to non-socialist middle-class consumers: Peter Novik, That Noble 
Dream: The “objectivity question” and the American Historical Profession (Cambridge University Press, 
1988), 443; Humphrey McQueen, “A Class Balancing Act,” Eureka Street 9(1) (1999): 24-27. The cultural turn, 
while problematic in this respect, was not without its considerable advancements in thought and uses to 
marginalised groups: Anna Clark, Making Australian History (Random House, ebook, 2022). 
23 McFarlane, “Challenging the Control of the Australian Economic System,” 107; C. J. Coventry “The 
‘Eloquence’ of Robert J. Hawke: United States informer, 1973-79,” Australian Journal of Politics & History 67(1) 
(2021): 67-81. Theoretically, neoliberalism is regarded as having arisen in 1956 as a result of the work of Robert 
Solow and Trevor Swan. 
24 Ann Curthoys, “History from Down Under: E. P. Thompson’s The Making of the English Working Class and 
Australia,” in Antoinette Burton & Stephanie Fortado, eds., Histories of a Radical Book: E. P. Thompson and 
The Making of the English Working Class (Berghahn, 2021): 19-39. 
25 Biff Ward, Russel’s daughter, said at a public lecture the noted social historian Wendy Lowenstein had 
believed the Legend was the first true Australian social history: Frank Bongiorno, Lecture on ‘Books that 
Changed Humanity: The Australian Legend,’ (Australian National University, Canberra, 28 August 2020); 
Russel Ward, The Australian Legend (Oxford University Press, 1966); Jon Piccini, “Reading Humphrey 
McQueen’s A New Britannia in Decolonial Times,” Overland 224 (2021), 12-20. There are many examples of 
earlier histories written with a concern for forgotten peoples, from the work of Dorothy Hartley and Margaret 
M. Elliot’s Life and Work of the People of England (1925-31) and A. L. Morton’s A People’s History of 
England (1938). 
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ultimately a product of the economic nationalism that began with Marxist intellectuals (the Old 

Left) and manufacturing behemoths, especially Broken Hill Proprietary (BHP), in the mid-

1930s aimed at further industrialising Australia.26 The Old Left endured relentless critique by 

New Left historians following Humphrey McQueen’s A New Britannia (1970).27 This work, 

which spawned from an article written in the context of the worldwide protests of 1968, was a 

polemic designed to break the radical nationalist monopoly, elements of which had been 

identified earlier by Manning Clark, Ken Inglis and A. W. Martin.28 It arguably marked the 

beginning of the history from below approach in Australian historiography.29 McQueen – not 

unlike his fellow independent historian, Thompson – saw social history as an exercise in ‘social 

theory’; a ‘social analysis’ that explains ‘how society functions’.30 Australian scholars took 

diverging interpretations from the 1970s broadly consistent with the cultural turn, one in which 

the structural aspect of class was emphasised (and to an extent greater than Thompson) and 

another in which the structural aspect was jettisoned in favour of cultural explanations.31 

 

 

 

 
26 Thomas C. Buchanan & Thomas Ashley Mackay, “The Return of the Steel Octopus: Free enterprise and 
Australian culture during BHP’s Cold War,” History Australia 15(1) (2018): 62-77; Ian Turner, “Australian 
nationalism and Australian history,” Journal of Australian Studies 3(4) (1979): 1-11; Cf. the view that the 
radical nationalists were lamenting that socialism had ‘gone forever’: Humphrey McQueen, A New Britannia; 
revised edition (UQP, 2004), 1-2. 
27 Russell Marks, “The Left and Australian Nationalism Since the 1960s: A history of rejection and 
ambivalence,” Journal of Australian Studies 43:2 (2019): 145-59; Frank Bongiorno, “Two Radical Legends: 
Russel Ward, Humphrey McQueen and the New Left Challenge in Australian historiography,” Journal of 
Australian Colonial History 10(2) (2008): 201-22. 
28 Carolyn Holbrook, “Marxism for Beginner Nations: Radical nationalist historians and the Great War,” Labour 
History 103 (2012): 123-144; Martin gave a popular speech in 1962 that attacked the Whigish inclinations of 
radical nationalist historians, although it was not published until 1982: A. W. Martin, The ‘Whig’ View of 
Australian History and Other Essays, J. R. Nethercote, ed. (Melbourne University Press, 2007).  
29 Piccini, “Reading Humphrey McQueen’s A New Britannia.” 
30 Canberra Times, 12 May 1973, 13. McQueen wrote: ‘Keynes castigated practical businessmen who claimed 
to have no time for economic theory for being in the grip of theories long discredited.’ McQueen later expanded 
this line in a collection of essays, writing that ‘Keynes’ maxim… applies equally to historians’: Humphrey 
McQueen, Gallipoli to Petrov: Arguing with Australian history (Allen & Unwin, 1984), 224. 
31 Curthoys, “History from Down Under,”; McQueen sees his approach as between the excessive theory of 
Louis Althusser and Thompson, who he sees as ‘underplaying the structured necessities within which 
humankind struggles to remake itself’: McQueen, Gallipoli to Petrov, xi. 
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Evidentiary sources 

 

Evidence is the bane of the social historian. The powerful are preservers of history and record. 

They possess the ways and means of preservation, control disclosure and dictate the manner of 

presentation. A pertinent example of this is the National Archives of Australia collection of 

material on reconstruction, which is arranged on assumptions beneficial to political and 

economic historians largely reflecting the administrative view of the subject. Record keeping 

itself reflects class, for the powerless, ‘[t]he inarticulate, by definition, leave few records of 

their thoughts’.32 And the powerful survive crises and live longer, as Janet McCalman learned 

when researching the Great Depression.33  

 

This thesis utilises an abundant source of evidence – newspapers and periodicals – to identify 

important components of the social nexus which gave rise to the Keynesian reconstruction. The 

author has consulted newspapers from cities, towns and regions, suburbs, unions, parties, 

universities, as well as periodicals, to compile some 400,000 words of notes. The material 

discussed is read against the grain or taken as a reflection of unspoken interests or, at the very 

least, the information people were exposed to.34 The thesis provides a chronological discussion 

arranged thematically so as to ward off the intellectual myopia of ‘archivitis’ where the 

structure of archives shape the researcher’s argument.35 This is particularly important given the 

sheer volume of evidence on the National Library of Australia’s database aggregator, Trove, 

 
32 E. P. Thompson, The Making of the English Working Class (Penguin, ebook, 1980). 
33 Janet McCalman, “Here’s how Australia can survive the coronavirus – lessons from the Great Depression,” 
Australian Broadcasting Corporation, 21 May 2020, 
https://www.abc.net.au/radionational/programs/drawingroom/janet-mccallum/12272824; McCalman’s insightful 
approach linking social history, medical science and economic history was recently applied to the convicts: 
Janet McCalman, Vandemonians: The repressed history of colonial Victoria (Miegunyah Press, ebook, 2021). 
34 For a recent example of this use of newspapers for social history, see G. R. Henning, “The Visit of Major C. 
H. Douglas to Adelaide in 1934,” History of Economics Review 81(1) (2022): 32-51. 
35 Nicholas Brown, “Never Lost for Words: Canberra’s archives,” Public History Review 21 (2014): 89. 
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and its (relatively) easy search function. Newspapers and periodicals represented by far the 

largest body of evidence available. 

 

Newspapers and periodicals should not be disregarded as a source of evidence merely because 

of the proclivities of proprietors, the expediencies of journalists or the perceptively limited 

education of correspondents to the editor. Printed newspapers are a societal diary that provide 

a subjective record of events or things in train.36 The social nexus reveals itself in various ways, 

in ‘how many clubs and committees and associations there used to be, and how actively 

involved ordinary people were in the affairs of unions, political parties, local councils, 

churches, debating societies, and much else’.37 In newspapers is evinced the politics of the age. 

As the journalist Cecil Edwards explained in his diary, the editor of his paper ‘suggests we 

should always place strike news alongside the casualty lists’.38 Even when newspapers print 

releases of the Australian Associated Press – a non-profit established in 1935 by Keith 

Murdoch, under the control of the Herald and Weekly Times (HWT) and John Fairfax & Sons 

– the information included, excluded or distorted reveals the politics forcing the hand that 

arranges the type.39  

 

Essentially, the thesis is a social history of Keynesian and anti-Keynesian economic thought 

that uses newspapers to determine the degree of public familiarity with an individual and his 

ideas to gauge the level of popular support.40 The prevalence of Keynes in Australian press 

coverage is rendered more important by the diminishing size of newspapers during the war in 

 
36 Ken Inglis, “At War,” in Ann Curthoys, A. W. Martin & Tim Rowse, eds., Australians from 1939 (Fairfax, 
Syme & Weldon Associates, 1987). 
37 Richard Evans, “A Passion for White Elephants: Some lessons from Australia’s experience of national 
building,” in John Butcher, ed., Australia Under Construction: Nation-building past, present and future (ANU 
Press, 2007), 55. 
38 Humphrey McQueen, Social Sketches of Australia, 1888-2001 (UQP, 2004), 165. 
39 Sally Young, Paper Emperors: The rise of Australia’s newspaper empires (UNSW Press, ebook, 2019). 
40 Consider, for example, Nicholas Brown, “‘They are still people’: Economics, welfare and advocacy in 
Australia,” in Australia – Who cares?, ed. David Callahan (Network Books, 2007), 74-7. 
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an effort to reduce the use of paper and ink. Sales trends give a sense of where news coverage 

might have had greater consequence. For instance, during the war Smith’s Weekly – Frank 

Packer’s first newspaper – became the de facto ‘digger’s paper […] [t]aking the side of the 

private soldier’; a rôle in which it ‘offended military authorities, censors and the 

Commonwealth government’.41 The Australian Women’s Weekly became an ‘important 

magazine with a large circulation’ during the war years; one that avoided discussion of 

Keynesianism despite its connection to the ALP’s E. G. “Ted” Theodore.42 The HWT, created 

by the Melbourne-based mining and financial lobby, Collins House, as part of a diversification 

into paper pulp, had by the Second World War achieved a monopoly with Murdoch at the 

centre of its power.43 

 

Significance 

 

The significance of the thesis lies in its problematisation of Keynesianism. No longer will 

Keynes be a plaster bust of pseudo-intellectual romance, but the remains of something that had 

once lived and now bears its bones through calcium deposits, ready for analysis. In doing so, 

attention must turn from the unhelpful dichotomy of “-isms”, the contest between Keynesian 

and neoliberal factions, toward an appreciation for the dynamism of capitalism. Indeed, there 

is a popular perception among élites that Keynesianism is the alternative to neoliberalism, 

evincing a fundamental misunderstanding of economic history. Attention should further turn 

from Keynes as the Great Man of history. Even in the 1940s, Keynes piqued curiosity: his 

iconoclasm, relationships within the Cambridge Apostles and Bloomsbury Group, his poor 

 
41 V. J. Carroll, “McKay, Claude Eric Fergusson (1878-1972),” Australian Dictionary of Biography (2000), 
https://adb.anu.edu.au/biography/mckay-claude-eric-fergusson-10975; Bridget Griffen-Foley, “The Fairfax, 
Murdoch and Packer Dynasties in Twentieth-century Australia,” Media History 8(1) (2002): 89-102. 
42 Melanie Oppenheimer, Australian Women and War (Department of Veteran’s Affairs, 2008), 116. 
43 Tom D. C. Roberts, Before Rupert: Keith Murdoch and the birth of a dynasty (UQP, ebook, 2015); Young, 
Paper Emperors. 
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health, management of the King’s College coffers, even his crop yields at Tilton, generated 

discussion.44 But such curio must be contextualised and not sideline an understanding of the 

gritty business of power, the ‘very dirty stick’ used by the mighty to subjugate others.45 While 

historians have acknowledged that British wartime debates influenced Australian debates, there 

remains a significant gap through which the Keynes plan falls into forgotten history.46 Keynes 

said of his war finance plan that it generated more discussion than the Economic Consequences 

of the Peace (1919).47 The claim, which this thesis goes someway to proving, stands at odds 

with conventional wisdom. For Keynes is perhaps best known in Australia at present for his 

celebrated prognostication of 1919. 

 

To scholars and those interested in history, the thesis fills a major gap in historical 

understanding. The thesis is relevant to all historians who have attempted to assess the post-

war period.48 To economic historians, the thesis will remind them of the importance of politics 

to the professional economists, bureaucrats and economic dabblers in their efforts to persuade 

society as to the merits and disadvantages of proposed measures. To political historians, the 

thesis reveals the cunning of John Curtin as he outmanoeuvred Robert Menzies and Arthur 

 
44 For a sample of such commentary, see: Rockhampton Evening News, 16 December 1939, 4; Rockhampton 
Central Queensland Herald, 21 December 1939, 12; Melbourne Age, 4 April 1939, 10; Melbourne 
Australasian, 25 November 1939, 3; Sydney Daily Telegraph, 4 March 1940, 4; Sydney Morning Herald, 6 
April 1940, 12; Sydney Morning Herald, 22 June 1940, 10; Perth Daily News, 10 December 1940, 5; Yass 
Tribune-Courier, 20 February 1939, 4; Pix, 5 July 1941, 41; Bulletin, 8 May 1946, 20. One can add to this list a 
more recent story in which Frederich Hayek and Keynes served as air/fire wardens together on the roof top of 
King College Chapel during the war. This story is apocryphal according to Bruce Caldwell & Hansjoerg 
Klausinger, Hayek: A life, 1899-1950 (University of Chicago Press, 2022), 495-96. Nevertheless, the story 
continues to be used by dabbler-historians as a romantic device. Even when the paucity of evidence is 
acknowledged, dabblers have written, ‘the impending German onslaught, their shovels propped against the 
limestone balustrade. They were joined by a common fear that they would not emerge brave or nimble enough 
to save their venerable stone charge’: Nicholas Wapshott, Keynes Hayek: The clash that defined modern 
economics (W. W. Norton, 2012), preface. 
45 Gore Vidal, The Best Man: A play about politics (Little Brown, 1960), 119. 
46 Stuart Macintyre, Australia’s Boldest Experiment: War and reconstruction in the 1940s (NewSouth, 2015), 
51-52. 
47 Richard Toye, “Keynes, the Labour Movement, and ‘How to Pay For the War’,” Twentieth Century British 
History 10(3) (1999): 256. 
48 The rates of unemployment in Australia and Britain are now regarded as misleading: Anthony O’Donnell, 
Inventing Unemployment: Regulating joblessness in twentieth-century Australia (Hart Publishing, 2019); 
Tomlinson, Managing the Economy. 
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Fadden to bring about the rise of his government. The beginnings of the ALP split of 1955 can 

also be seen, with a nascent divide between an anti-communist, corporatist right and socialist-

sympathetic left. To media historians, the defeat of the Keynes plan demonstrates the limits of 

the corporate press, even after the mergers and acquisitions of the 1920s and 1930s, the anti-

competitive practices of proprietors and there use as disseminators of wartime propaganda. 

Such was his power by the 1930s, Murdoch was able to summons Prime Minister Joseph Lyons 

to his office and without notice.49 Even so, the power of the corporate press compares with that 

of the ALP and labour dailies and weeklies in the 1930s and 1940s, before the radical press 

wilted in the competitive post-war climate.50 To military historians, the thesis reinforces the 

importance of war finance to strategy and the complications of a democracy waging war. To 

cultural historians, there is much to consider, from the economic sophistication in popular 

discourse that existed long before the supposed 1980s golden age and the rôle of Keynesian 

economics in creating post-war conservatism.  

 

Structure 

 

The structure of the thesis reflects the evidence assembled. After two contextual chapters based 

largely on secondary sources there follows chapters that address key aspects of the debate on 

the Keynes plan: its origins, the compulsory saving aspect, family allowance/child endowment 

and post-war reconstruction based on repayment of deferred wages. Each chapter will work 

towards answering the essential question of the extent to which Keynesianism arose from 

popular will. Chapter One draws on secondary sources, predominately histories of politics and 

 
49 Roberts, Before Rupert. 
50 R. B. Walker, “The Fall of the Labor Daily,” Labour History 38(May) (1980): 67-75; Geoffrey Bolton, 
“Press, Western Australia,” in Bridget Griffen-Foley, ed., A Companion to the Australian Media (Australian 
Scholarly Publishing, ebook, 2014), 364; Mark Hearn, “Labour Press,” in Bridget Griffen-Foley, ed., A 
Companion to the Australian Media (Australian Scholarly Publishing, ebook, 2014), 235-36. 
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economics, to contextualise Keynes as a liberal of his time who was trying to ameliorate 

capitalism by addressing major problems exposed by the Great Depression and governmental 

responses to it. The chapter will reveal the ‘historical Keynes’: the bourgeois economist 

engaged in theoretical curiosities, a man of Victorian service and Edwardian experimentation, 

indifferent to the lived experiences of the working class, unconstrained by hindsight and some 

future prestige.51 It was this Keynes whose ideas the Australian people grappled with in the 

1940s. This chapter will demonstrate how Keynesian economics arose within capitalism, that 

the new economics was applied in Australia during war and in the years of reconstruction, but 

the reasons for each were different: in the first instance, war finance, in the second, the 

maintenance of capitalism through amelioration and defence preparedness. 

 

Chapter Two takes the argument further by using scholarship to demonstrate that the benefits 

of Keynesianism to the people it was supposedly designed to help were varied. While the thesis 

is the first to expressly providing a social history of Keynesianism, there is a vast scholarship 

within Australia that can be used to construct a coherent consensus view of Keynesianism as a 

topic of social history.52 Beyond reasonable doubt, Keynesianism saw a large part of the 

Australian population prosper. The working class could find employment and afford to 

consume such that the moral middle class – comprised predominately of white-collar workers 

who possessed bourgeois values – expanded.53 There were, however, areas where prosperity 

was either limited or did not eventuate in the 1940s and 1950s, from the elderly to children. 

Contradicting the general domestic prosperity was the exploitation of foreign resources and the 

 
51 For Keynes as a chronologically coherent figure, see Peter Clarke, The Keynesian Revolution in the Making, 
1924-1936 (Oxford University Press, 1988), 7; For Keynes as a middle-class man of his time, see Robert 
Skidelsky, John Maynard Keynes: Life, ideas, legacy (Produced by Mark Blaug, University of Cambridge, 
1988), 00:44:37. 
52 Cf. Jim Tomlinson, Managing the Economy, Managing the People: Narratives of economic life in Britain 
from Beveridge to Brexit (Oxford University Press, 2017). 
53 Judith Brett, Australian Liberals and the Moral Middle Class: From Alfred Deakin to John Howard 
(Cambridge University Press, ebook, 2003). 
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violent suppression of non-Australian peoples upon which the Australian economy depended. 

The transnational aspect of this social history considers the the experiences of people in British 

Malaya in the 1940s. 

 

Since Keynesianism came from within capitalism and the supposed beneficiaries were in 

receipt of a chequered gift, direct evidence of how Keynesian economics were received by the 

people becomes pivotal to addressing the essential question. The rest of the thesis, Chapters 

Three to Seven, use primary evidence to demonstrate where the support for Keynesianism lay. 

Chapter Three discusses the considerable exposure of Australian society to British war finance 

planning. Chapter Four shows how the debate on the Keynes plan was imported to Australia 

with many of the arguments raised in Britain serving corresponding interests. Through 1940, 

the Menzies government remained non-committed to compulsory savings while the debate was 

marked by an increasingly hostile division between capital and labour. Agricultural areas that 

had experienced drought in the late 1930s were opposed to compulsory savings because it was 

feared that anti-inflationary policies would restrict consumption of primary produce. The 

private banks, manufacturers, corporate press, bureaucracy, elements of civil society and many 

professional economists were at this time curious about the Keynes plan because of its potential 

to suppress inflation. For labour, the suspicion turned to resistance and the political left came 

to reflect this. 

 

Chapter Five charts the demise of the Keynes plan in 1941. A farcical situation had by then 

emerged where the government was trying to create support for the implementation of 

compulsory savings through the corporate press, as well as the dissemination of propaganda 

by the rural press, but retain the appearance of reticence. When the government finally declared 

its intention to impose compulsory savings, labour had succeeded in shifting public opinion 



 
24 

and coalescing socialists, communists and centrists against the war finance measure. The 

Federal Parliamentary Labor Party (FPLP), however, did not adopt a policy of opposition to 

the Keynes plan until the last days of the Fadden government in October, ostensibly out of fear 

of being seen to destabilise the wartime government while shrewdly taking full advantage of 

the shifting politics. 

 

Chapter Six addresses an ancillary suggestion of Keynes’s war finance plan involving the 

introduction of a family allowance to curb inflation while dampening wealth inequality. 

Keynes – who was a leading eugenicist in Britain and whose economics, such as the concept 

of ‘effective demand’, came from the political economist T. R. Malthus – and his allowance 

resonated with policymakers and an existing movement within Australian society for a 

Commonwealth child endowment.54 In 1941, a scheme passed through Parliament with 

bipartisan support. The child endowment was seen by many as a down payment on 

reconstruction. 

 

Chapter Seven discusses how the Keynesian reconstruction arose from the wreckage of the 

Keynes plan debate.  The end of the phoney war for continental Australia in December 1941, 

along with the Curtin government’s austerity war finance plan – which came to include the use 

of deferred payments – and the pacifying element of the ALP-in-office were influential factors. 

The failure of the 1944 referendum to give the Commonwealth more power was a vindication 

of a kind for the government’s cautious approach, as the terms of reconstruction were narrowed 

by capital and the right, although not without considerable disquiet within.55 The Roman 

Catholic Church, which had been largely silent on the Keynes plan, was energised by the child 

 
54 Duncan Kelly, “Malthusian Moments in the Work of John Maynard Keynes,” Historical Journal 63(1) 
(2020): 127-158. 
55 The referendum itself was not cautious but its decisive defeat was seen on the left as the success of ‘vested 
interests’ seeking ‘to deny the fruits of victory’: Macintyre, Australia’s Boldest Experiment, 270. 
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endowment and the idea of a corporatist reconstruction, which Keynesianism seemed to 

provide. The Church hierarchy saw Pope Pius XI’s 1931 encyclical, Quadragesimo anno, ‘on 

the reconstruction of the social order’ reflected in Keynes’s ideas and began to consolidate 

political power to pursue its most urgent agenda to stop communism, but at the cost of an 

expanding state apparatus. 

 

In conclusion, the thesis argues that popular desire for Keynesianism was isolated to capital, 

the political right and centre, while labour and the political left accepted it passively. The debate 

on the Keynes plan on which this thesis focusses reveals extensive hostility to Keynes and his 

economics. Keynesianism arose from the dynamism of capital with capitalism. 
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1. New Methods & New Minds: Keynesian history & political 
economy in Australia 
 
 

‘Development requires authoritarianism tempered by 
corruption.’ 
– Seizaburō Satō in Humphrey McQueen’s Tokyo World  
(1991) 

 
 

To determine the extent to which Keynesianism was the manifestation of popular will, 

the social historian requires an understanding of political economy and historical chronology. 

This chapter, based on secondary evidence, challenges the prevailing views of Australia’s 

Keynesian period by demonstrating that the new economics emerged within capitalism in the 

1930s and 1940s. The first part of this chapter establishes a general understanding of the 

popular interpretations of the period, revealing the importance of neoliberal capitalism in 

shaping present-day perspectives; namely, those of Keynesians, neoliberals and True 

Believers. The middle section of the chapter discusses the key aspects of the economics, 

dispensing with the main fallacies that impinge popular discourse. Lastly, the political and 

economic history of Australian Keynesianism in war and reconstruction will be discussed to 

provide essential context for the thesis. What is revealed are two reasons for reconstruction: 

the first being the survival of capitalism and the second, which is related to the first, being the 

importance of industrial development to national security. In appreciating the context outlined 

here, it will become apparent that a social history using history from below reinvigorates the 

Marxist, pre-neoliberal view that Keynesianism emerged within capitalism; something, as later 

chapters show, appreciated contemporaneously by anti-Keynesians during the war. 
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Three popular views

 

At the outset an attempt is necessary at untangling the views of the past, at least to the extent 

that each one is discrete and coherent. Popularly, the twentieth century was thought ‘an endless 

procession of dull prime ministers, torn-up treaties and failed constitutional amendments’.1 

Before the 1980s, among the minority who were interested in Australian history, there were 

those who ascribed to the Whiggish interpretation of history that placed the ‘labour movement’ 

as the font of progressive change.2 There were also those who saw previous Australian Labour 

Party (ALP) governments negatively. By these people, the Chifley government was marked by 

its political ineptitude, administrative lethargy and pandering to the right and foreign powers.3 

The second Menzies government (1949-66) had crushed the communists and, with help, kept 

the ALP from power. Post-war prosperity was borne of luck – particularly of the mineral and 

foreign investment kinds – not careful management and, in the 1960s, many people on the left 

had come to see economics as a useless pursuit in contrast to cultural delights.4 The radical 

nationalist Old Left gave way to the Gramscian New Left, but both were essentially negative 

in their perceptions of the ALP when compared to what was to come.5 As Paul Smyth explains, 

the New Left took the view that reconstruction was at most a compromise on the part of capital 

designed to stave off working class agitation.6 Conversely, economic historians and economists 

– many of whom had been involved in reconstruction planning – took a decidedly favourable 

 
1 Humphrey McQueen, Social Sketches of Australia, 1888-1975 (Penguin, 1978), 6. 
2 Frank Bongiorno, “Labour History” in Graeme Davison, John Hirst & Stuart Macintyre, eds., The Oxford 
Companion to Australian History (Oxford University Press, 2001), 372-74. 
3 Manning Clark recalled the mixed feelings he felt at the 1949 federal election result: Manning Clark, “The 
Years of Unleavened Bread: December 1949 to December 1972,” Meanjin Quarterly (September) (1973): 245 
4 Donald Horne, The Lucky Country: Australia in the sixties (Penguin, 1964), 125, 127-8; Humphrey McQueen, 
“A Class Balancing Act,” Eureka Street 9(1) (1999): 24-27. 
5 Stuart Macintyre, Lecture to the ALP National Conference, Hobart, 28 September 1994, Labour History 68 
(1995): 163. 
6 Paul Smyth, Australia Social Policy: The Keynesian chapter (UNSW Press, 1994), 50-4. 
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view of their achievement.7 Indeed, many of the economists quoted in this thesis take positions 

opposed to what may be called the will of the people. 

 

Keynesians v neoliberals. From the 1980s there emerged a dichotomy between those who saw 

neoliberalism (as it is now called) as a counter-revolution and those who saw the turn as 

pragmatic modernisation, an awakening from ‘a long sleep’.8 To the Keynesians, the 

economics of the 1930s and 1940s had given rise to a social democracy in which Australia 

‘came of age’; the Menziean ‘years of unleavened bread’ now had gilded bookends: the Chifley 

years of ‘rapid and far-reaching change’ and the Whitlam years (1972-75) of hopeful – but 

tragic – revival.9 To the neoliberals, the economic modernisation was the manifestation of a 

national ‘maturity’ that saw the embrace of the Australian character through the third way.10 

Yet more examples of the ‘endless coming of age’ identified by James Curran and Stuart 

Ward.11 The combatants were trying to make sense of the elongated policy shift of the 1970s 

and 1980s. The tendency among neoliberals was to downplay the importance of Keynesianism, 

while the Keynesians juxtaposed the class traitor neoliberals within the ALP with the 

reconstructionists worthy of ‘honour’.12 Australia was not particularly unique in this regard. 

 
7 Ibid., 56-7. 
8 Although these are the words of Margaret Thatcher in her famous 1976 Britain Awake speech, which 
prompted the Soviet Union to call her the ‘Iron Lady’, she spoke in the context of the conservative election 
victories of December 1975 in Australia and New Zealand: ‘What has happened in Australasia is part of a wider 
reawakening to the need to provide a more positive defence of the values and traditions on which Western 
civilisation, and prosperity, are based’: Margaret Thatcher, Speech at Kensington Town Hall, 19 January 1976, 
https://www.margaretthatcher.org/document/102939. For the origins of “the Iron Lady” see, New York Times, 
30 January 1976, 9; Max Fisher, “‘Iron Lady’: How a Moscow propagandist gave Margaret Thatcher her 
famous nickname,” Washington Post, 8 April 2013, 
https://www.washingtonpost.com/news/worldviews/wp/2013/04/08/irony-lady-how-a-moscow-propagandist-
gave-margaret-thatcher-her-famous-nickname/. 
9 Marnie Haig-Muir & Roy Hay, “The Economy at War,” in Joan Beaumont, ed., Australia’s War, 1939-45 
(Routledge, ebook, 2020); Clark, “The Years of Unleavened Bread.”; Frank Bongiorno, Sex Lives of 
Australians: A history (Black Inc., 2015), 186. 
10 C. J. Coventry, “Open Smiles/Broken Bottles: Bob Hawke, his ‘world record’ & ocker chic,” Journal of 
Australian Studies (2023): forthcoming. 
11 James Curran & Stuart Ward, The Unknown Nation: Australia after empire (Melbourne University Press, 
2010). 
12 Stuart Macintyre, “Inaugural Overland Lecture: ‘Temper Democratic, Bias Australian’: One hundred years of 
the Australian Labor Party,” Overland 162 (2001): 7; Stuart Macintyre, Australia’s Boldest Experiment: War 
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For instance, in the United Kingdom there was a reconsideration of the hitherto failed Attlee 

government (1945-51) resulting in a celebration of the welfare state and the mistaken depiction 

of the economist William Beveridge as an egalitarian.13 In the United States, the scholarship 

has tended to focus on the differences between the liberal welfare state and neoliberalism, 

though the latter was a derivative of the former.14 

 

History for the True Believers. A third view became popular in the 1990s. Whereas in 1990 

Paul Keating had thought John Curtin a ‘trier’ and Ben Chifley a ‘plodder’, in 1993 a now 

Prime Minister Keating was to be found celebrating an unexpected election victory on a blue, 

Baz Luhrmann-designed, stage referring to the ‘True Believers’.15 (The phrase ‘True Believers’ 

is a biblical reference adopted by the ALP after a 1988 television drama of historical fiction.16) 

Keating would go further in 1995 by depicting the ALP as the party of the nation: ‘Progressive, 

pluralist, fair, democratic – unmistakably Australian […] Labor’s story has always been very 

much Australia’s story.’17 Stuart Macintyre explained that as the ALP drifted from its working-

class moorings and unions began to decline, the party’s long history became an important 

source of legitimacy.18 Beginning in the early 1980s, ALP-aligned popular historians – inspired 

by the writings of Manning Clark and Bede Nairn – wrote into history a narrative that 

positioned the New South Wales division at the heart of the party’s history and ethos: ‘a history 

 
and reconstruction in the 1940s (NewSouth Publishing, 2015), 477; Graham Maddox, The Hawke Government 
and the Labor Tradition (Penguin, 1989), 4. 
13 Timothy B. Smith, “Renegotiating the Social Contract: Western Europe & North America,” in Michael Geyer 
& Adam Tooze, eds., Total War: Economy, society & culture, Vol III. of The Cambridge History of the Second 
World War (Cambridge University Press, 2015): 560. An older trend in British historiography from the 1960s 
was for Tory and Labour sympathetic scholars alike to have claimed the ‘modernisation’ descriptor. This arose 
after the emergence of international comparative statistics revealed an apparent economic decline, as Jim 
Tomlinson explains. 
14 Amy Zanoni, “Remembering Welfare as We Knew It: Understanding neoliberalism through histories of 
welfare,” Journal of Political History 35(1) (2023): 118-58. 
15 Pamela Williams, The Victory: The inside story of the takeover of Australia (Allen & Unwin, 1997). 
16 The television series True Believers aired in 1988, although it was announced by the ABC Managing-
Director, David Hill, in June 1987. 
17 P. J. Keating, H. V. Evatt Lecture (Sydney, 28 April 1993). 
18 Macintyre, “Inaugural Overland Lecture,” 10. 
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of embattled pragmatism, a romance of heroic moderation’ but a ‘compromise’ seemingly 

without ‘an informed awareness of what’ the party was ‘yielding’.19 Thus, James Scullin, 

Curtin and Chifley came to be depicted as sorrowful Great Men simultaneously burdened and 

inspired by their own pragmatism.20 

 

Keynesianism as capitalism. In recent years there has been a revival of the New Left view 

popular in the 1970s which saw Keynesianism as part of capitalism. Although Macintyre’s 

view is hard to discern, he understood that reconstruction was a ‘top-down’ agenda devised by 

‘middle-class intellectuals’ to ‘reconcile capitalism with democracy’, but one that ‘proceeded 

on the basis of a fading [international] consensus’.21 (Notably, the word consensus is used by 

some to describe reconstruction, but like the consensus of the 1980s – in fact, doubly so – the 

description is inaccurate.22) Increasingly, scholars are seeing Keynesianism and the neoliberal 

turn as part of a global phenomenon caused by the movements of capital and facilitated in 

different ways by international, national and local actors. Frank Bongiorno writes: 

 
19 Macintyre, Lecture to the ALP National Conference, 164-66; Ward did not lose sight of ‘the light on the hill’ 
that the party was supposed to be edging towards: Russel Ward, “The End of the Ice Age,” Meanjin Quarterly 
(March) (1973): 5-13; Cf., John W. Burton, “The End of the Ice Age? A letter to Russel Ward,” Meanjin Quarterly 
(June) (1973): 160; Manning Clark’s view changed towards the end of his life. In the second volume of his 
memoirs, he wrote: ‘John Curtin […] had put new heart into its members. Labor could be pragmatic without 
losing its soul. Labor had something to say about the future of Australia […] Labor, under the leadership of Curtin, 
Chifley and Evatt would banish ignorance, superstition, poverty, drudgery and oppression. The years of 
unleavened bread under the conservatives were drawing to a close. They had no answers to the problems of the 
time.’: Manning Clark, The Quest for Grace (Penguin, 1991), 133. Curiously, despite Macintyre’s critique, the 
book True Believers (2001) portrays the party on a Whiggish arch, journeying to history’s end with ‘progressive’ 
solutions to whatever problems happen to arise: John Faulkner & Stuart Macintyre, eds., True Believers: The story 
of the Federal Parliamentary Labor Party (Allen & Unwin, 2001), xxiv. 
20 For example, Andrew Leigh, “Tackling Inequality: Lessons from the postwar reconstruction,” in Carolyn 
Holbrook, Lyndon Megarrity & David Lowe, eds., Lessons from History: Leading historians tackle Australia’s 
greatest challenges (UNSW Press, ebook, 2022). 
21 Macintyre, Australia’s Boldest Experiment, 471-72, 476. 
22 The Accords on Prices and Incomes were vintage Keynesian initiatives, steps toward what he called a 
‘national treaty’.  For opposition to the Accords, see Liz Ross, Stuff the Accord! Pay Up!: Workers’ resistance 
to the ALP-ACTU Accord (Interventions, 2020); Elizabeth Humphrys, “Halcyon Days? The Amalgamated Metal 
Workers’ Union and the Accord,” in Jon Piccini et al., eds. The Far Left in Australia Since 1945 (Taylor & 
Francis, 2018), 232; Peter Beilharz, Transforming Labor: Labour tradition and the Labor decade in Australia 
(Cambridge University Press, 1994), 168. 
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The modern nation-state called Australia is the product not only of a local political 

settlement but also of global and transnational forces such as imperial conquest (and, 

eventually, decolonization), industrialisation, migration, the expansion of capital, the 

development of trade and exchanges of information, knowledge, ideas and culture. The 

best national histories […] treat the nation-state as embedded in global networks shaped 

by these forces.23 

Accepting the presence of capitalism enables one to see through the apparent complexity to 

identify events in train. Neoliberal capitalism was emergent as far back as the mid-1950s in 

Britain and, if one considers theoretical debates, Australia as well.24 The first serious official 

expressions of neoliberalism in Australia came in 1962.25 But the watershed came in the 1970s 

when actors within and without the state were responding to the changing circumstances; 

shaping the labyrinth, but never controlling the minotaur.26  

 

Keynesianism was similarly transitional and multifaceted. As the British White Paper on 

Employment Policy of 1944 made plain, a welfare state would depend at the very least on wage-

slavery, high productivity, Taylorism and the free movement of labour.27 Although 

 
23 Frank Bongiorno, “Australia’s 1980s in Transnational Perspective,” in Anna Clark, et al., eds., 
Transnationalism, Nationalism and Australian History (Palgrave Macmillan, 2017), 103-4. 
24 James Vernon, “Heathrow and the Making of Neoliberal Britain,” Past and Present 252 (August, 2021): 213-
47; I thank Andrew Seltzer for his observations about Trevor Swan. 
25 Bruce McFarlane, “Challenging the Control of the Australian Economic System,” in Richard Gordon, ed., The 
Australian New Left: Critical essays and strategy (William Heinemann, 1970), 95-125. 
26 Smith, “Renegotiating the Social Contract”, 574; For example, the export-led economy of the Bundesrepublik 
Deutschland (Federal Republic of Germany) needed a revaluation of the deutschmark, which was undertaken by 
the centre-left Brandt government (1969-74) and unintendedly destabilised the US dollar, thus greatly 
contributing to the neoliberal turn: Julian Germann, Unwitting Architect: German primacy and the origins of 
neoliberalism (Stanford University Press, 2021); The United States forced the Callaghan government (1976-79) 
to accept the harsh terms of the International Monetary Fund (IMF) loan, compounding the austerity initiated by 
the second Wilson government (1974-76), causing the Winter of Discontent and assisting the rise of the 
Thatcher government (1979-90): Thomas Robb, A Strained Partnership: US-UK relations in the era of détente, 
1969-77 (Manchester University Press, 2013). 
27 Tomlinson notes that Thatcher and other British neoliberals used the ‘conditionality’ of full employment to 
argue that their goals were not in conflict with the White Paper: Jim Tomlinson, Managing the Economy, 
Managing the People: Narratives of economic life in Britain from Beveridge to Brexit (Oxford University Press, 
2017), 141. 
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Keynesianism in Australia did not see policymakers replicate the Beveridge-welfare state, the 

importation of Keynes’s ideas to Australia, the resurrection of the British Empire and the 

sterling bloc, the rise of the American empire, the protection of primary and secondary 

industries, along with the violence of the post-war period and Australia’s subimperialism were 

all factors in how Australia secured, maintained and adapted Keynesian and Keynesian-like 

ideas over time. To complicate the picture further, Australian macroeconomic policymaking 

from the 1940s to the 1970s was not exclusively Keynesian and the study of economics itself 

took on new meaning as ‘a value-free science’; a meaning in which Fabian interpretations of 

Keynesianism dissipated and the neo-capitalist-Keynesian synthesis flourished.28 

 

Three points 

 

1. Keynesianism is about how the state maintains full employment. The central purpose of 

Keynes’s economics was about managing a full employment economy through prevailing 

economic conditions. This definition is supported by primary and secondary sources, including 

the key policy architect of reconstruction, H. C. Coombs.29 In the words of Selwyn Cornish, 

 
28 There is a long running debate about the extent to which Keynesianism was applied in Australia: Selwyn 
Cornish, “Labor not the party of Keynes,” Australian, 16 April 2011, 
https://www.theaustralian.com.au/national-affairs/opinion/labor-not-the-party-of-keynes/news-
story/38912ce5eaa9692e3af133e7a79fc4d8; Selwyn Cornish, "The Keynesian revolution in Australia,” 64; John 
Howard, The Menzies Era: The years that shaped modern Australia (Harper Collins, 2015), 586-7; Tim Battin, 
Abandoning Keynes: Australia’s capital mistake (Macmillan, 1997), 58; John Singleton & Paul L. Robertson, 
Economic Relations Between Britain and Australasia 1945-1970 (Palgrave, 2002), 15; G. C. Bolton, “1939-51,” 
in F. K. Crowley, ed., A New History of Australia (Heinemann, 1974); M. A. Jones, The Australian Welfare 
State; Origins, control & choices (Allen & Unwin, 1980), 37; Michael Pusey, The Experience of Middle 
Australia: The dark side of economic reform (Cambridge Univesity Press, 2003), 153; Ian W. McLean, Why 
Australia Prospered: The shifting sources of economic growth (Princeton University Press, 2013), 184-6, 191-3; 
Rodney Maddock, “The Long Boom, 1940-70,” in Rodney Maddock & Ian W. McLean, eds., The Australian 
Economy in the Long Run (Cambridge University Press, 1987), 98, 102; A. W. Martin, “The People,” in Ann 
Curthoys, A. W. Martin & Tim Rowse, eds., Australians from 1939 (Fairfax, Syme & Weldon Associates, 
1987), 61; and so on. For economics as a science, see Paul Smyth, Australia Social Policy: The Keynesian 
chapter (UNSW Press, 1994), 98; Paul Smyth, “A Legacy of Choice: Economic thought and social policy in 
Australia, the early post-war years,” Social Welfare Research Centre Discussion Papers (UNSW) 9 (1989). 
29 Graeme Powell & Stuart Macintyre, Land of Opportunity: Australia’s post-war reconstruction, National 
Archives of Australia research guide, 2019, http://guides.naa.gov.au/land-of-opportunity/; Tim Rowse, 
Australian Liberalism and National Character (Kibble Books, 1978), 222. 
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the full employment objective advocated by Keynes was ‘the pivotal point separating Keynes’ 

analysis from that of the classical school’.30 Upon his death, Keynes – whose politicking and 

renowned ‘ambiguity’ compounded matters – ‘became a cloak with which to cover or dress up 

a wide variety of economic practises’.31 A rumour spread by Colin Clark even had Keynes 

recanting before his death: ‘I am not a Keynesian.’32 Friedrich Hayek too recalled his last 

meeting with Keynes at which he supposedly distanced himself from his acolytes.33 (This was 

not unlike Karl Marx denouncing French Marxism before he died.34) Even so, Keynes was 

‘wildly enthusiastic’ about the Beveridge Report and ‘was of great importance’ as a de facto 

adviser to Beveridge.35  

 

2. Keynesian full employment did not mean guaranteed employment. Keynesian economics did 

not truly emerge until 1934, although there were proto-Keynesian views fomenting from the 

late-1920s.36 The ‘political or intuitive vision preceded the theoretical one’.37 Keynes’s central 

preoccupation was working out a way to reduce unemployment below what the market would 

shambolically provide.38 Initially he advocated public works to achieve this but he came to see 

 
30 Selwyn Cornish, "The Keynesian revolution in Australia: Fact or fiction?" Australian Economic History 
Review 33(2) (1993): 45; Cf. Robert Skidelsky’s argument that it was the psychological component of Keynes’s 
economics that was the ‘fundamental insight’: Robert Skidelsky, Keynes: A very short introduction (Oxford 
University Press, ebook, 2010). 
31 Peter A. Hall, “Introduction,” in Peter A. Hall ed. The Political Power of Economic Ideas: Keynesianism 
across nations (Princeton University Press, 1989), 5. 
32 Alex Millmow, “Australia and the Keynesian revolution”, in Samuel Furphy, ed., The Seven Dwarfs and the 
Age of the Manadarins: Australian Government administration in the post-war reconstruction era (ANU Press, 
2015), 63, 65; Alex Millmow, The Gypsy Economist: The life and times of Colin Clark (Palgrave, 2021), 144. 
See also, T. W. Hutchison, Keynes v. the ‘Keynesians’…? (Institute of Economic Affairs, 1977), 23. 
33 Or, at least, that Keynes would turn on them if he thought they were abusing his ideas: Bruce Caldwell & 
Hansjoerg Klausinger, Hayek: A life, 1899-1950 (University of Chicago Press, 2022), 495. 
34 Letter from Frederich Engels to Eduard Bernstein, 2 November 1882, 
https://marxists.architexturez.net/archive/marx/works/1882/letters/82_11_02.htm. 
35 Jose Harris, William Beveridge: A biography (Oxford University Press, 1997), 399-400. 
36 Margaret Weir, “Ideas and politics: The acceptance of Keynesianism in Britain and the United States,” in Peter 
A. Hall ed. The Political Power of Economic Ideas: Keynesianism across nations (Princeton University Press, 
1989), 55; Peter Clarke, The Keynesian Revolution in the Making, 1924-1936 (Oxford University Press, 1988), 
290. 
37 Alex Millmow, The Power of Economic Ideas: The origins of Keynesian macroeconomic management in 
interwar Australia, 1929-3 (ANU E-press, 2010), 17. 
38 Battin, Abandoning Keynes, 41. 
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a degree of planning on the part of government as necessary.39 Believing unemployment could 

be involuntary – the then novel belief that it was beyond the worker’s control – and 

understanding that ‘there is no long-period tendency [in the market] to […] destroy 

unemployment’, he advocated continuous government intervention to achieve full 

employment.40 Importantly, the actual meaning of full employment changed according to 

circumstances; it did not mean the eradication of unemployment nor an employment guarantee. 

So, in the 1930s, Keynes thought an unemployment rate of five to ten percent for the United 

Kingdom constituted full employment.41 (Beveridge later suggested the oft-cited rates of three 

or two percent.) Keynes was also strongly in favour of fiscal austerity to curb inflation.42 The 

core lever of the Keynesian policymaker was manipulation of effective demand.43 Instead of 

using interest rates and balanced budgets to increase the supply of money, government could 

also employ fiscal policy to encourage investment or keep inflation low.44 A reduction of wages 

was no longer the save-all option.45 Beyond the capitalist countries, the prospects of full 

employment were dim. In the case of Britain, Keynes generally understood that wealth was 

dependent on exploiting colonialism and imperialism.46  

 

3. Keynes was a capitalist, albeit a barely recognisable one. At no point was he a socialist or 

even interested in the work of Marx, even though Marxism was popular at Cambridge in the 

 
39 Clarke, The Keynesian Revolution, 288. 
40 Clarke, The Keynesian Revolution, 266, 279; Hall, “Introduction,” 6; Walter S. Salant, “The spread of 
Keynesianism doctrines and practices in the United States,” in Peter A. Hall ed. The Political Power of 
Economic Ideas: Keynesianism across Nations (Princeton University Press, 1989), 32. 
41 Clarke, The Keynesian Revolution, 316-7. 
42 Clarke, The Keynesian Revolution, 321, 326; Millmow, The Power of Economic Ideas, 3. 
43 Hall, “Introduction,” 6-7. 
44 Millmow, “Australia and the Keynesian revolution”, 68. 
45 Richard Grant, “A Flawed Experiment: The ‘Keynesian’ agenda of the post-war period, 1945-1952,” 
(Honours thesis accepted at the Australian National University, 1996), 6. 
46 Duncan Kelly, “Malthusian Moments in the Work of John Maynard Keynes,” Historical Journal 63(1) 
(2020): 141. 
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1930s.47 In fact, the Communist Party Historians Group which formulated history from below 

arose at this time from Cambridge and such was the prevalence of Marxism that Keynes turned 

to Anthony Blunt to save the Cambridge Apostles society from foundering on the divisions 

wrought by debate over Marxism.48 Keynes was a capitalist who said, ‘I don’t want social 

revolution […]. But poverty and economic security are dysfunctional threats to the capitalist 

(and, in my view, the best) order’.49 Keynes wanted to protect capitalism from the fallacy that 

markets were self-correcting (particularly Say’s law) while also acknowledge that capitalism 

was ‘not intelligent […] not beautiful […] not just […] not virtuous’.50 To Keynes, the 

‘working class’ was ‘victimised not by calculated oppression but by the unsteady commitments 

of their controllers’.51 Yet he pushed capitalism almost to the point of collapse in attempting to 

address the political and economic problem of unemployment. (Conversely, Beveridge was 

much more directly influenced by socialism and Marxism.52) 

 

Born to an academic family, Keynes came ‘from a position of ample bourgeois comfort’ and 

by the 1920s was both ‘rich and famous’.53 The wealth he accrued for himself came from the 

 
47 Robert Skidelsky, John Maynard Keynes, 1883-1946: Economist, philosopher, statesman (Pan Books, 2003), 
402; Keynes’s contemporaries Joan Robinson, Michał Kalecki, Piero Sraffa and Maurice Dobb were engaged 
with Marxism and, as the Cambridge Circus, took up opposition to nascent Hayekian economics. Kim Philby, 
an economics student, and other members of the Cambridge Five turned to Marxism at this time. 
48 Eric Hobsbawm, “The Historians’ Group of the Communist Party,” 9 June 2023, Verso Books, 
https://www.versobooks.com/en-gb/blogs/news/the-historians-group-of-the-communist-party; Miranda Carter, 
Anthony Blunt: His lives (Pan Books, ebook, 2001). 
49 Peter Pugh & Chris Garratt, Introducing Keynesian Economics (Icon Books, 2000), 90. 
50 Kelly, “Malthusian Moments,” 145; For Keynes’s belief in capitalism, see Michael S. Lawlor, The Economics 
of Keynes in Historical Context: An intellectual history of the General Theory (Palgrave Macmillan, 2006), 4; 
Nicholas Brown, Richard Downing: Economics, advocacy and social reform in Australia (Melbourne 
University Press, 2001), 55-6; Paul Strangio, Keeper of the Faith: A biography of Jim Cairns (Melbourne 
University Press, 2002), 37; Battin, Abandoning Keynes, 26. 
51 Brown, Richard Downing, 55, quoting Robert Skidelsky, John Maynard Keynes: The economists as saviour, 
1920-1937 (Macmillan, 1992), 543. 
52 Beveridge’s research assistant during the war, Harold Wilson, who would become a two-time prime minister 
of the United Kingdom (1964-70, 1974-76), believed Beveridge came to Keynesianism only after his famous 
1942 report. As a Liberal peer, Lord Beveridge became preoccupied with liberty, choice, volunteerism and 
small business policy: Harris, William Beveridge, 428, 432, 434, 452; Like Beveridge, however, Wilson had 
been a liberal who became decidedly more socialistic in his thinking. Keynes was a useful stalking horse for his 
ambitions, but lacked a preoccupation with a core moral objective: Ben Pimlott, Harold Wilson (William 
Collins, ebook, 2016). 
53 Clarke, The Keynesian Revolution, 9. 
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stock market, especially Wall Street.54 Certainly, his ferocious work ethic and long days 

maximised the advantages of his birth.55 Although something of an iconoclast, he was a product 

of the establishment, having been educated at Eton and King’s College before he was a senior 

official at HM Treasury during the First World War.56 After the Paris Peace Conference of 

1919, which he attended, Keynes famously denounced the treaty of Versailles, which he saw 

as mandating the impossible from Germany and borne with instability.57 

 

Following the trend of New Liberalism in the 1920s, Keynes, like the British Liberal Party to 

which he was affiliated for most of his life, came to see his cause as having greater affinity 

with that of the Labour Party than the Conservatives.58 What Keynes advocated between the 

Economic Consequences of the Peace (1919) and his magnum opus, the General Theory of 

Employment, Interest and Money (1936), ‘changed a good deal’.59 His general belief that public 

works could be used to reduce unemployment shaped the Liberal’s We Can Conquer 

Unemployment policy proposal in 1929, as it shaped the then Labour minister, Oswald Mosley, 

when he wrote his Memorandum of 1930.60 The 1929 policy proposal was instrumental in 

popularising a ‘general unemployment money benefit’.61 Keynes was ‘supremely optimistic’ 

in his ‘faith in the rôle of ideas’ to change the minds of policymakers.62 His Victorian moral 

obligation and Edwardian creativity meant, as a friend described, that he and his 

contemporaries were ‘living in the springtime of conscious revolt’.63 The mathematician would 

 
54 Pugh & Garratt, Introducing Keynesian Economics, 63. 
55 Bertrand Russell, The Autobiography, vol. I (Allen & Unwin, 1967), 71; Cf. Bertrand Russell, The 
Autobiography of Bertrand Russell, vol. III (Allen & Unwin, 1969), 40. 
56 Clarke, The Keynesian Revolution, 15. 
57 Ibid., 16. 
58 Clarke, The Keynesian Revolution in the Making, 13; Rowse, Australian Liberalism, 147, 152. 
59 Clarke, The Keynesian Revolution, 3. 
60 Ibid., 285. 
61 Bob Catley & Bruce McFarlane, “Labor and Economic Crisis: Counter strategies and political realities – the 
golden anniversary of the Chant of Jimmie Scullin, 1929,” in E. L. Wheelwright & Ken Buckley, eds., Essays in 
the Political Economy of Australian Capitalism, Vol. IV (Australia & New Zealand Book Co., 1980), 268. 
62 Battin, Abandoning Keynes, 4, 66. 
63 Pugh & Garratt, Introducing Keynesian Economics, 23. 
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transform how economists saw the market economy – through macroeconomics, behavioural 

economics and the compilation of statistical data by the government – and transformed how 

they saw their rôle, reinvigorating activism within the profession and elevating the importance 

of economics far beyond philosophical curiosity.64 From the 1930s, Keynes, who ‘feared’ the 

emergence of ‘mass political agitation from below’, sought an ‘élite consensus from above – a 

gentlemen’s revolt’.65 Although Keynes was not a corporatist, strictly speaking, it is clear from 

his economics and politics that he envisaged some kind of compromise between capital, labour 

and the state; a ‘middle way’.66 

 

Three fallacies 

 

There are three main fallacies of Keynesianism. Perhaps the most popular is that Keynes was 

preoccupied with counter-cyclical fiscal policies in which government fiscal restraint during 

periods of economic growth could fund increased spending during an economic slump in order 

to even out economic growth.67 In fact, Keynes advocated deficit financing, although he 

believed that reducing unemployment could help with balancing budgets, which proved to be 

the case in Australia.68 Balancing was not essential given the collapse of classical economics 

 
64 Hall, “Introduction,”, 10; Clarke, The Keynesian Revolution, 269-70, 272, 297; Salant, “The spread of 
Keynesianism doctrines,” 40-1. The economics tripos started at Cambridge in 1903, the year after Keynes 
commenced his undergraduate studies: Faculty of Economics, “History of the Faculty of Economics at 
Cambridge,” University of Cambridge, https://www.econ.cam.ac.uk/about/history. 
65 James Crotty, “Was Keynes a Corporatist? Keynes’s radical views on industrial policy and macro policy in 
the 1920s,” Journal of Economic Issues 33(3) (1999): 574. 
66 Harold Macmillan’s ‘middle way’ was encouraged by Keynes, although he seems to have thought the ‘middle 
position’ insufficient during a depression: E. H. H. Green, “Searching For the Middle Way: The political 
economy of Harold Macmillan,” in Ideologies of Conservatism: Conservative political ideas in the twentieth 
century (Oxford University Press, 2002), 157-191; Donald Markwell, “Towards the Middle Way in Theory: The 
inter-war evolution of Keynes’s thought,” in John Maynard Keynes and International Relations: Economic 
paths to war and peace (Oxford University Press, 2006): 140-209. 
67 Battin, Abandoning Keynes, 19, 53; Salant, “The spread of Keynesianism,” 30, 33, 48; Clarke, The Keynesian 
Revolution, 300-2, 309. 
5; Clarke, The Keynesian Revolution, 313; Cf. Howard, The Menzies Era, 564. 
68 Millmow, “Australia and the Keynesian revolution”, 79; Clarke, The Keynesian Revolution, 287, 305, 315. 
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through the removal of the gold standard and free trade after the Great Depression.69 Keynes 

saw them as anathema to ameliorated capitalism because deflationary policies were needed to 

address external disequilibrium.70 

 

Another fallacy is that Keynes discovered the idea of government intervention in the market 

economy. Simply put, without the state the capitalist market would not have come into 

existence.71 Who would finance and plan cities safe for commerce, such as Paris after 1848?72 

Keynes and Keynesians have placed the new economics in the long history of capitalism; a 

history since shown to have been simplistic and ahistorical.73 To Keynes, one of the key 

moments in the development of capitalism in England arose from Elizabeth I’s private funding 

of Francis Drake’s Golden Hind (now Hinde) in 1577.74 The bounty Drake returned in 1580, 

Keynes said, enabled the paying of state debts and the creation of the Levant Company, which 

led to the creation of East India Company.75 In an Australian context the state had provided the 

font of economic development since colonisation began.76 For example, the constant 

interventions by the Government of South Australia made the exploitation of minerals beyond 

Adelaide feasible.77 Keynes similarly did not invent the idea of public works, although older 

iterations – such as those established during the Great Irish Famine – were not designed with 

 
69 Clarke, The Keynesian Revolution, 296. 
70 Scott Newton, “Keynesianism, Sterling Convertibility, and British Reconstruction 1940-1952,” in Ranald 
Michie & Philip Williamson, eds., The British Government and the City of London in the Twentieth Century 
(Cambridge University Press, 2004), 259. 
71 Karl Polanyi, The Great Transformation: The political and economic origins of our time (Beacon Books, 
2001), 92-3, 102, 106-7, 130, 146-7. 
72 A long running argument is that the architect commissioned by Napoleon III, George-Eugene Haussmann, 
designed Paris with wide boulevards and cleared slums for strategic purposes, reducing the risk of barricades: 
Carlton Reid, Roads Were Not Built for Cars (Island Press, ebook, 2015). 
73 Pierre Vilar, “Problems of the Formation of Capitalism,” Past & Present 10 (1956): 15-38. 
74 Fremantle Advocate, 20 February 1941, 3; J. M. Keynes, “Economic Possibilities For Our Grandchildren 
(1930),” in Essays in Persuasion (W. W. Norton & Co., 1963): 358-373. 
75 Cf. William Dalrymple, The Anarchy: The East India Company, corporate violence, and the pillage of an 
empire (Bloomsbury, ebook, 2019). 
76 Bruce McFarlane, “Challenging the Control of the Australian Economic System,” in Richard Gordon, ed., The 
Australian New Left: Critical essays and strategy (William Heinemann, 1970), 101. 
77 David Hood, “Elites in South Australian Country Towns,” in Journal of the Historical Society of South 
Australian 18 (1990), 51-65. 
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macroeconomics in mind.78 The rôle of state innovation was described by Barclays Bank as 

having been formalised in Britain in 1916 with the creation of the Department of Scientific and 

Industrial Research; the significance of which was confirmed by the Balfour Report of 1929.79 

Nor did Keynes invent compromise or consensus. When the Balfour Report was released the 

political economist D. H. MacGregor argued that it supported an accord between the state, 

capital and labour, consistent with ‘the general movement of economic thinking in the 

nineteenth century’.80 One of the most popular harmonies between key interest groups is called 

corporatism, which arose as a statist response to Marxism and liberal democracy and is often 

associated with Italian fascism. Corporatism gained influence in the United States and Europe 

during the inter-war years.81 

 

The last important fallacy is that Keynes invented every aspect of Keynesianism. In large part, 

Keynes was making sense of observable events.82 In 1933 the new Hitler government (1933-

45) in Germany applied economic policies devised by predecessor governments that aimed to 

reduce unemployment through deficit financing of public works, including the autobahn.83 To 

keep inflation low the government implemented direct control over prices and wages and 
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perpetrated the violent destruction of trade unions.84 Of course, as the London Stock Exchange 

Gazette is said to have observed, the City of London acted as a ‘clearing house for payments’ 

and Britain provided Germany ‘the opportunity to draw on credits’ under the Standstill 

Agreements of 1931-39, helping to make its economic policies achievable.85 The similarities 

between fascist economics and Keynesian economics have not gone unnoticed. A. J. P. Taylor 

wrote that Keynes had discovered for the British Empire ‘[t]he secret of Pandora’s box which 

[Reichswirtschaftsminister Hjalmar] Schacht had opened in Germany and which the American 

New Deal had also revealed’.86 (Geoffrey Blainey has also alluded to the fascism of 

Keynesianism.87) Importantly, it must be understood that Keynes was no fascist and, like his 

economist contemporaries Beveridge and Hayek, decried the means employed by the Nazis.88 

The Empire of Japan from 1932, under the direction of finance minister Takahashi Korekiyo, 

also engaged in deficit financing.89 In fact, as happened in Germany, the development before 

and during the war was crucial to post-war recovery (not the Marshall Plan).90 The Roosevelt 

administration (1933-1945) in the United States is famous for its New Deal; a programme of 

government spending directed at alleviating unemployment and the worst elements of 

economic suffering. However, the first New Deal of 1933 did not involve deficit financing, 

unlike the 1937 iteration which marked a ‘Keynesian turn’.91 
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Keynesian economics took on many meanings, especially after his death.92 Uptake of 

Keynesianism in the United States was inconsistent and never permeated the bureaucracy as in 

Britain and the dominions.93 While the ‘vague commitment to full employment’ in the United 

States resulted in the Employment Act of 1946 and there emerged a military Keynesianism – 

resulting in the “military-industrial complex”, as President Dwight Eisenhower termed it in 

1960 – it was not until the Kennedy administration (1961-63) and its New Frontier, followed 

by the Johnson administration (1963-69) and its Great Society, that there emerged something 

like full employment planning.94 Even in Britain, Keynesianism was not pursued consistently 

until central planning failed under the Attlee government whereupon the economics became 

something of a society-wide commitment.95 It was from the 1950s that Keynesianism merged 

with ‘national accounting’ to create the perception of a ‘national economy’.96 By comparison 

to the United States and United Kingdom, the uptake of Keynesianism in Australia was rapid.97 

 

Beyond Keynes’s ambiguity, he did not see that his economics would have profound existential 

consequences for capitalism.98 This was a theoretical flaw, simply because unemployment is 

structural to capitalism.99 Without labour flexibility, capitalism would not survive for good 

reason: an employment guarantee would disincentivise workers to relocate to areas where work 

is needed or to accept lower working conditions and wages, making profitmaking in the 

presence of competition so limited as to pose an existential threat.100 Simply put, the ultimate 
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threat of starvation is important to capitalism.101 Moving beyond capitalism, including the 

natural law theory of labour, was pivotal. The Marxist economist Michał Kalecki, who had 

pre-empted much of what Keynes wrote in the General Theory, understood the politics, arguing 

from 1943 that the institutions of government needed reformation at the very least to avoid the 

erosion of support for full employment policy.102 The Australian economist Lyndhurst Falkiner 

Giblin – a friend of Keynes’s – believed full employment was problematic to itself, as labour 

market ‘flexibility’ was key to economic growth.103 The problem seems to have arisen from 

within Keynes’s knowledge, specifically his lack of understanding about capitalism. 

Commentators in Australia in 1939 appreciated Keynes’s significance as an economist 

rivalling the influence of Marx but that Keynes did not express his views in terms of class.104 

By the late 1960s, the monetarists/rationalists/neoliberals overwhelmed the theoretical 

underpinnings of the neo-classical Keynesian synthesisers and other Keynesians who had 

inherited maestro’s epistemological gaps. The cost of labour was again the overt bête noire of 

the capitalists.105 

 

 

 

 

 
101 Polanyi, The Great Transformation, 172. 
102 Tim Rowse, “Full Employment and the Discipline of Labour: A chapter in the history of Australian social 
democracy,” Drawing Board: An Australian Review of Public Affairs 1(1) (2000): 2; Bruce McFarlane, “Michał 
Kalecki’s Economics: An appreciation,” Economic Record 47(117) (1981): 93-105. 
103 Macintyre, Australia’s Boldest Experiment, 289-90. 
104 Hebert J. Burton and E. E. Ward, both of the University of Melbourne, argued ‘a close relationship existed 
between the economic theories of Karl Marx and J. M. Keynes’ because both ‘regard capitalism as 
fundamentally sick and in need of a drastic cure’ despite having ‘methods widely different in certain respects’: 
Brisbane Courier-Mail, 19 January 1939, 2; Hobart Mercury, 19 January 1939, 9; Burnie Advocate, 19 January 
1945, 7; Sydney Morning Herald, 19 January 1939, 13; Melbourne Argus, 19 January 1939, 11, Adelaide 
Advertiser, 19 January 1939, 16; For Burton, see Selwyn Cornish, “Burton, Herbert (Joe) (1900-1983),” 
Australian Dictionary of Biography (2007), http://adb.anu.edu.au/biography/burton-herbert-joe-180. 
105 Clarke, The Keynesian Revolution, 324; Salant, “The spread of Keynesianism 49. 



 
43 

Keynesianism in Australia, 1930s to 1950s 

 

This section will discuss the reception of Keynesian economics in the 1930s and 1940s, then 

address the two reasons for the Keynesian reconstruction. Subsequent chapters will draw from 

this interpretation to demonstrate its coherence with primary source evidence. 

 

Proto-Keynesian applications 

 

Much can be said of the myriad proto-Keynesian polices being pursued in Australia during the 

Great Depression and in its aftermath. The principal hope for employment was Australia’s 

secondary industries. Although industrialisation began in the nineteenth century, the First 

World War caused a major acceleration.106 Over the course of the 1930s the industry grew until 

effective full employment was reached for skilled and semi-skilled metal workers by ‘the mid-

1930s’, as with members of the Amalgamated Engineering Union (AEU).107 General 

unemployment, however, persisted in a state of ‘partial recovery’.108 By 1937, Giblin thought 

Australia had reached ‘normal full employment’.109 The middle of the decade the goal of 

reducing unemployment through spending was evident, as there was a bipartisan expectation 

that recipients of unemployment relief would contribute their labour in kind.110 Unemployment 
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relief – then undertaken by the states – was not deficit financed.111 The expanding 

industrialisation was greatly assisted by the scheduled territories of the Sterling Area, a group 

of mostly Commonwealth countries – including Australia – that pegged their currencies to 

sterling.112 The Ottawa agreement of 1932 that arose from the Imperial Economic Conference 

saw many countries within the British Empire agree to abandon free trade in favour of Imperial 

Preference and to increased government expenditure designed to reduce unemployment.113 

 

There had been earlier attempts at breaking from sound finance by the governments of Scullin 

(1929-31) and Joseph Lyons (1931-38), as well as the Lang government (1930-32) in New 

South Wales.114 The Premiers’ plan of 1931 employed contractionary fiscal policy to achieve 

‘budgetary equilibrium’ was ‘anti-Keynesian’.115 Keynes is said to have given his approval to 

the plan and the Treasurer, Ted Theodore.116 The plan was a conscious rejection of the 

emerging economics because one of its architects, the economist Douglas Copland, had by then 

foreseen the need for deficit financing in Keynes’s work.117 The Theodore plan and Lang plan 

that had been proposed earlier were proto-Keynesian, although they proved unpalatable to the 

banks and many economists, while the ALP was not inclined to fight.118 The Premiers’ plan, 

devised with major interference from Britain, was successful, but came ‘at a huge social cost’, 

and coincided with a growing manufacturing sector.119 
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Proto-Keynesian economics can be seen in the Royal Commission on Banking and Monetary 

Systems of 1936-7 and the Basic Wage Case of 1937.120 Certainty, if the royal commission 

achieved little else it made banking regulation an acceptable concept.121 The last ‘pre-

Keynesian’ piece of spending legislation is said to have been the National Wealth and Pensions 

Act of 1938.122 In South Australia, the crucial support for the Premiers’ plan was contradicted 

by the second Butler government (1933-38) and Playford government (1938-65).123 Under a 

plan devised by Auditor-General J. W. Wainwright, the governments sought to overcome the 

disadvantages of free trade among the states, alleviate unemployment, reduce the cost of living 

and electrify the countryside in pursuit of the interests of the manufacturing industry.124 It 

began ‘a State-directed strategy of industrialisation’.125 Faced with the threat of the automotive 

manufacturer, General Motors Holden, re-locating to Melbourne, Wainwright turned to the 

British Report of the Committee on Finance and Industry (the Macmillan Report) – a document 

largely written by Keynes – to justify the creation of the Industries Assistance Corporation of 

South Australia; an important corporatist innovation.126 E. W. Holden, who was chairman of 

the Bank of Adelaide, and O. L. Isaachsen, then the bank’s assistant general manager, had 
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helped to finance the industrialisation and organise customers, including BHP, Imperial 

Chemical Industries (ICI) Australia and Pope Sprinklers.127 

 

Australia was a ‘nascent Keynesian state’ by 1939.128 The economist Gordon Leslie Wood 

believed Keynesianism had come to Australia as early as January of that year: ‘The method 

employed, as in Australia, was that of deficit-financing or, more commonly, pump-priming 

that is stimulating economic activity by means of a sustained inflation in the in the form of 

Government borrowing.’ 129 Wood said that Australian socialists believed the new economics 

represented ‘the last capitalist device to fob off State intervention’; foreshadowing a view that 

would become popular, as this thesis shows.130 He agreed that any ‘fluctuations of prosperity’ 

under Keynesianism meant future economic crises would be ‘more political than economic’ 

and that it ‘might indeed be the only method of reconciling the apparent incompatibles, 

recovery of investment and reform of the investment system’; foreshadowing the 1970s.131 

 

War Keynesianism 

 

Keynesian deficit financing ‘truly’ came to Australia with the Budget of 1939 presented to 

Parliament by Percy Spender, the de facto treasurer under the first Menzies government who 

was acting on the advice of Giblin.132 By the early 1940s, ‘unbalanced budgets were 

fashionable’ and ‘private saving for social security’ was seen as potentially ‘harmful to the 

overall economy’.133 The determinative factor in the embrace of Keynesianism in Australia 
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was the Second World War.134 Policymakers believed the start of hostilities could have brought 

an economic downturn.135 It was quickly realised the opposite would occur. ‘[T]he 

Commonwealth assumed control of foreign exchange and trade, imposed price control and 

regulated capital issues’.136 The aim was to constrain consumption while increasing 

productivity so as to restrict the inflation caused by increasing government expenditure and 

produce goods for war.137 The measures caused a decline of 20 percent in private consumption 

over four years, something that would usually be fêted with a political crisis.138 Given their 

experiences early in the 1930s, Australian economists entered the Keynes plan debate knowing 

full well that ‘public opinion mattered as much as the machinations of the political élite’; a 

view expressed by Keynes.139 At the same time, older economists were emboldened, still seeing 

the Premiers’ plan as the triumph of sound policy over weak (populist) policy.140 

 

As a result of the government’s war planning and the global commitment to growth 

(growthmanship), the manufacturing – especially metallurgical and engineering – parts of the 

economy would thrive until the 1960s.141 The Director-General of Munitions was the 

industrialist Essington Lewis, the Chief Executive Officer of BHP. In this position Lewis was 

an ‘industrial dictator’ vested with more power than perhaps any individual in Australian 

history, all while not receiving a Commonwealth income.142 Under him was assembled a panel 

that included the managing director of General Motors Holden and the then former politician, 

Chifley. While Lewis came to symbolise for Menzies’ inequitable pursuit of the war – the 

Prime Minister infamously said he would accept nine of every ten suggestions of the panel – 
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Curtin later affirmed and expanded his authority.143 To the minds of industrialists, the Menzies 

government’s messaging ‘not only reassured those traders and manufacturers already involved 

in munitions orders that they were wise to be involved, but awakened in others the conviction 

that here were opportunities which should not be missed’.144 Indeed, fighting was a boon for 

capital-intensive industry. ‘In 1939 there had only been three manufacturers of machine tools 

in Australia but there were 100 by 1943. Before the war there had been only a token local 

aeroplane manufacturing industry which, by 1944 had grown to involve 600 firms and 

employed 44,000 people.’145 Even Lewis would abandoned his “small government” beliefs in 

preference for ‘a self-reliant nation’, one constantly prepared to build something or blow it 

up.146 

 

Not every aspect of war planning was Keynesian. Tim Rowse sees Australian war planning as 

‘unKeynesian’ because the economic advisers did not perceive a need for government to bring 

the people with them in the same way as Keynes did in the United Kingdom.147 The Australian 

Government failed to implement the war finance plan devised by Keynes in 1941, although the 

public was familiar with the scheme courtesy of a relentless campaign in the corporate press. 

Menzies returned from a tour of allied countries in early 1941 acutely aware of the scale of 

economic reordering needed to fight total war.148 His authority as leader deteriorated further at 

this point. A hostile press, a lengthy overseas sojourn, his failure to form the much talked of 

national government, the growing opposition to the government’s agenda and his own 
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carelessness were all reasons.149 The Keynes plan for compulsory saving was put forward by 

the Fadden government (August-October, 1941) as a ‘national contribution’ in the attempted 

Budget of 1941.150 It was defeated by the Opposition and the two independents upon which the 

confidence of the House of Representatives swung, with the Keynes plan a key part of the 

publicly stated justifications for the drastic move.151 However, the failure of public relations 

with respect to war finance was repeated by the ALP in office, although the consequences were 

much slower to materialise.152 

 

To fund the war, the influential Financial and Economic Committee comprised of noted 

economists advised the government – as Keynes had done to the British government –  that the 

question was not how much money was needed but how it could be best acquired.153 Once the 

ALP came to power in October 1941, the governmental preference shifted to direct controls.154 

Keynes had come to advocate the use of controls but, unlike Kalecki, he did not want them 

used to redistribute income.155 But the Curtin government’s war financing changed over time. 

When faced with the compulsion desired by the conservative governments, the ALP proposed 

greater taxation on the wealthy and the expansion of banking credit. In office, the Curtin 

government sought to lower inflationary pressures through the austerity created by high (and 

wide) income taxation and broad rationing.156 The savings volunteerism promoted from the 
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outset of war continued throughout, first with the continued War Savings campaigns and later 

with the Liberty Loans campaigns.157  

 

In 1942 the Curtin government ‘was accused of attempting to abolish Christmas by restricting 

advertising and discouraging gifts’.158 At Christmas the following year it embraced its Grinch-

like depiction in the press, with one Cabinet minister relishing the opportunity to declare ‘there 

is no Daddy Christmas’.159 The government’s pleas for more money were partly unheard 

because it had to compete with popular campaigns run by charities seeking to address specific 

concerns, such as clothing collections or prisoner of war funds.160 For the volunteers, 

encouraging people to invest their money in bonds lacked the appealing element of tangibility, 

regardless of the official attempts to provoke nationalism.161 However, the Australian 

Government decided not to follow its Canadian and New Zealand counterparts in controlling 

non-government appeals – which risked quashing the very spirit it needed to foster – and 

instead, from 1944, ensured there was no overlap in campaigns to reduce inter-loan 

competition.162 Throughout the war there seemed to many as if the Curtin government – and 

Curtin in particular – took advantage of the opportunity to impose austerity; like a ‘penitence’ 

for civilians not otherwise risking their comfort during a time of war.163 
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The war changed governmentality in Australia as it did in other combatant countries. Like the 

Chamberlain-national government (1937-39) and Chamberlain government (1939-40) in 

Britain, the Menzies and Fadden governments became overshadowed by the succeeding 

government. However, these early wartime governments are historically significant because 

each spent historic sums on preparing for conflict while imposing the state on society. Even 

so, the Curtin government was considerably more successful in fulfilling (and expanding) the 

transformation, bringing the uniform taxation of incomes and the management of 

unemployment permanently within the remit of the Commonwealth.164 The transformation was 

curtailed by the defeat of the fourteen powers referendum in August 1944 at the hands of an 

‘intensely partisan political campaign’, meaning wartime controls needed to create the 

economic stability for full employment would have to be eventually wound back.165 Although 

the ALP conference of 1943 put forward a reconstruction programme that exceeded that which 

would eventuate, much of the practical aspects of how this would be achieved rested on 

constitutional change.166 Having dampened down expectations for most of its time in office – 

excepting the 1943 election campaign – the Curtin government engaged in a major propaganda 

campaign in 1944 designed to educate the public about the Keynesian reconstruction, including 

pamphlets, advertisements, broadcasts and public lectures.167 

 

Reconstruction Keynesianism 

 

Using secondary sources, this section will show reconstruction sought to secure capitalism 

through amelioration and national security.168 These twin goals will be discussed in turn. 
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1. Amelioration. The Curtin and Chifley governments embraced Keynesianism to guide post-

war reconstruction and forge ‘a new social order’.169 The core instrument would be full 

employment policy, as eventually articulated in the White Paper on Full Employment in 

Australia released in 1945. The white paper was a tripartite corporatist document in its intent, 

seeking to bring about ‘to co-operation of industry, unions and the States’.170 As one minister 

remarked, ‘he could well understand why it was to be called a white paper for it was certainly 

not a red one’.171 The full employment policy set out in the white paper of June 1945 

‘resembled’ William Beveridge’s Full Employment in a Free Society (1944), ‘rather than the 

more Keynesian approach adopted by the British white paper’.172 Broadly speaking, one can 

speak of a Keynesian ideology in operation if not Keynes’s obita dicta.173 Certainly, at the time 

it was seen as the ‘“strongest statement of the Keynesian position”’.174 

 

The reconstruction agenda was intended to boost employment, although major aspects were 

indirect with planning being almost circular in application. Housing policy was not formulated 

with a view to stimulating employment, unlike the policy put forward by the Lyons government 

in 1934.175 But there is a question about the rôle of housing – as well as domesticity, young 

marriages and suburban sprawl – in Keynesianism because population growth was, according 

to Keynes, integral to economic growth.176 Similarly, ‘Beveridge argued that social insurance 

could only work effectively if there was maintenance of a high level of employment’, making 
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full employment policy ‘crucial to its affordability’.177 Planning a Keynesian reconstruction 

would be much more arduous than Keynes’s uninspired plan to half-recompense workers with 

income they had already earned. 

 

Many reconstructionists used the new language of human rights, which at that time included 

basic economic rights.178 The Atlantic Charter of 14 August 1941 was an early statement of 

intent between the President of the United States of America, Franklin Roosevelt, and Prime 

Minister of the United Kingdom, Winston Churchill, that the post-war would bring economic 

justice. The true ‘significance lay in its very lack of precision’ for the Charter came to mean 

many things to many people, including post-colonial agitators.179 But the general principle that 

a new order would be established after the war was accepted in Australia, even by Menzies in 

his famous Forgotten People address.180 On the right, figures such as Spender popularised the 

notion that ‘reconstruction’ was not ‘restoration or preservation’.181 As Chapters Two and 

Seven discuss, the nascent Institute of Public Affairs (IPA) advocated a Keynesian 

reconstruction with similar recognition for a break with the antebellum status quo. The latent 

benevolence or noblesse oblige in vogue was prompted by fear that if a new order was not 

given, it would be taken.182 It was a fear felt by some on the political left as well, as Chapter 

Seven shows. 

 

The reconstructionists were ideologically and temperamentally opposed to an uncontrolled 

post-war period, either laissez faire or revolutionary. Chifley and Herbert “Doc” Evatt led 

Curtin on full employment policy because the leader de jure, although ‘touched with idealism’, 
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was politically cautious.183 Curtin, who had been an early advocate of a new order, would let 

the project ‘languish’ when he came to office, subtly relegating the post-war promise a 

secondary consideration despite having previously made political use of it.184 The 

reconstructionist Lloyd Ross explained of reconstruction: ‘The ideal was socialism according 

to the reformist methods of democratic Australia. The methods changed from socialisation of 

industries to full employment’.185 In fact, reconstruction became a central part of the ALP’s 

platform after the 1943 party conference; a ‘program’ that the Communist Party ‘endorced’.186 

Ross, who was a socialist, was appointed as the chief propagandist for reconstruction in 

September 1943 tasked with generating ‘wider community support for the emerging creed of 

post-war reconstruction’.187 Speaking in 1971, Ross said he understood at the time that Curtin 

was essentially motivated by corporatist consensus building and that reconstruction would not 

be an exercise in socialism.188 Curtin had effectively become a Keynesian before entering 

Parliament.189 The key policymakers – Chifley and Coombs in particular – were similarly 

moderate.190 Chifley, with his ‘instinctive caution’ was disposed to Beveridge’s work on a 

liberal welfare state, while Coombs ‘freely admitted’ preserving the power of ‘private industry’ 

in matters of ‘production, distribution and exchange’.191 Coombs was also among the first to 

advocate – as Keynes had suggested – for the suppression of worker demands, presciently 

eyeing the post-war industrial relations scene.192 When the Curtin government added to 

 
183 Lloyd Ross, John Curtin; a biography (Melbourne University Press, 1996), 292, 301. 
184 Macintyre, Australia’s Boldest Experiment, 43, 89, 119. 
185 Ross, John Curtin; a biography, 307. 
186 Edmonds, Stability in Flight, 46; Macintyre, Australia’s Boldest Experiment, 136, 158. 
187 Stephen Holt, A Veritable Dynamo: Lloyd Ross and Australian Labour, 1901-1987 (University of 
Queensland Press, 1996), 93. 
188 Lloyd Ross, “John Curtin for Labor and for Australia: The Inaugural John Curtin Memorial Lecture 1970,” 
(NU Press, 1971), 19; Holt, A Veritable Dynamo, 94. 
189 John Edwards, John Curtin’s War, vol. 1. (Viking, 2017), 31, 40-1. 
190 Tom Sheridan, Division of Labour: Industrial relations in the Chifley years, 1945-1949 (Oxford University 
Press, 1989). 
191 Brown, Richard Downing, 108; For Chifley’s temperament, see Macintyre, Australia’s Boldest Experiment, 
129. 
192 James Walter, “Intellectuals and the Political Culture,” in Brian Head & James Walter, eds., Intellectual 
Movements and Australian Society (Oxford University Press, 1988), 254. 



 
55 

Australia’s minimal welfare state in 1944 with unemployment benefits, it did so anticipating 

full employment policy.193 The failure to acquire greater constitutional powers in 1944 

frustrated the statist aspirations of reconstructionists, to varying degrees, and would become a 

lament for future social democratic leaders such as Gough Whitlam.194 Contrary to the 

romance, an expanded constitution would probably not have been utilised because the radical 

elements would have been read down.195 Nor did the failure to secure any meaningful 

international commitment to full employment frustrate full employment policy in Australia.196 

 

Curtin’s appeal as a wartime leader faded along with his health. By April, 1945, Curtin could 

no longer downplay the severity of his illnesses, with one newspaper reporting a 

‘temperamental and emotional’ man, ‘easily provoked’ and ‘tired-looking’ as he ‘carried a 

heavy load of ill-health and weariness’.197 Curtin’s death and its timing did much to restore his 

image.198 Chifley became prime minister after a narrow victory within the FPLP, emerging 

victorious from a crowded field of potential successors to Curtin. The Chifley government took 

a greater interest in the affairs of industry than any of its predecessors, keeping the business 

lobby close at hand.199 Its manufacturing policy – which was ‘superficial’ – had the effect of 

giving the industry tremendous freedom.200 Chifley’s much maligned attempt to nationalise the 

banks in 1947 was both true to the ALP’s constitution – since 1919 – and to the party’s 
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newfound desire to act in the interests of manufacturers.201 While Keynes had ambiguously 

prescribed the ‘socialisation of investment’, Chifley had well-known views in favour of 

nationalisation to bolster the power of monetary policy; the Curtin government had overseen 

the enactment of the legal instruments required to make nationalisation possible and strict 

regulations had seen the blossoming of credit institutions.202 As this thesis shows, there was an 

openmindedness within the populace to the use of public credit creation through the 

Commonwealth Bank of Australia. However, Chifley’s snap decision on nationalisation was a 

surprise and evinced a clear deficiency of political acumen.203 

 

Having failed to secure amendments to the Constitution of Australia in 1944, the Chifley 

government would have been unable to engage in central planning along the lines of the Attlee 

government in the United Kingdom.204 In line with Keynesian understanding, a programme of 

fiscal austerity was needed after the war in order to curb inflation while maintaining full 

employment.205 There was excess demand which meant further stimulus on the part of 

government threatened to undermine the economy.206 The government was not unaware of the 

need for deflationary policies.207 But since Keynesianism was supposed to be the new order 

any severe tightening would have been potentially disastrous. A balance was needed, as 

Macintyre explained: 
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The watchword was stabilisation […] [which] required regulation of both capital and 

labour, with a corresponding expectation that employers and unions, as well as 

consumers, would subordinate their sectional interests to the common good.208 

This delicate political situation had been foreseen by the Curtin government.209 

 

2. The national security imperative. The preservation of capitalism entailed the physical 

security of the physical landmass of Australia. There was a perceived geopolitical 

‘vulnerability’ to Southeast Asia, something nationalist movements of the post-war would 

enflame.210 Policymakers wanted to ensure, through industrialisation, that the state would be 

prepared for future threats in the region.211 The conflict with Japan had revealed a core 

weakness: dependence on imported armaments and the ‘long-lead time for design and 

production’.212 But for interwar industrialisation and diversification, the Second World War 

would have been more shambolic than it was in the First.213 To engage in permanent 

preparedness Australia needed ready access to the natural resources it held in abundance.214 

The post-war period in the United States and Britain evinces a similar calculation, giving rise 

to a military-industrial complex in both countries. In the case of Britain, scholars have tended 

to focus on the welfare state and nationalisation than on the major arms corporations making it 

possible, financially and physically speaking.215 Notably, Britain was the world’s leading 

exporter of arms for decades after the war.216 
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As Kalecki argued in 1943 – applying his political-economic realism – one of the core 

requirements for Keynesianism in Britain was access to ‘adequate supplies for necessary 

foreign raw materials’.217 The Australian economy depended on the performance of the British 

economy and the value of sterling in particular. As Tim Rowse explains: 

On their face value, the ideology of an emergent social democratic ethos, which Labor 

exploited, could lead one to misunderstand the work of catalysis and reconstruction 

which the ALP government performed on capital accumulation in Australia and its 

relationship to British and US imperialism.218 

Australia needed to acquire US dollars so as to import manufactured goods. To do this, 

Australian raw materials were sold to Britain so as to acquire sterling that could then be 

converted to dollars.219 The United States and Britain had intended to enter into a trade 

agreement before the war but the Lyons government had helped delay it.220 During the war the 

dominions deposited funds in London as sterling, which enabled them to further convert to 

dollars so as to purchase manufactured products. The Bretton Woods system that operated at 

the end of the war saw exchange rates pegged and the introduction of controls on capital flows 

with a view to enabling ‘national policy sovereignty’ while ‘multilateral liberalisation of 

international trade’ would encourage ‘international political and economic cohesion’.221 But 

the fixed rate of exchange agreed by Britain and the United States for sterling convertibility 

lasted all of five weeks when it came into forced in mid-1947, triggering the return to the 

Sterling Area.222 The dollar became ‘the world’s de facto currency of reserve’, meaning the 

shortage which lasted until the late 1950s became ‘the main obstacle to reconstruction’ for 
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many countries.223 This process of currency conversion and the ‘dollar gap’ (viz. shortage) 

would be crucial to the realisation of reconstruction in Australia, the drift from Britain as 

Australia became entangled economically (and then militarily as well) with the United States 

from 1948 and the inflation that arose ‘largely due to the attempt to have both development 

and defence’.224 

 

The attempted resurrection of the British Empire after the war through the Commonwealth of 

Nations was a rational pursuit.225 The ‘purpose’ of the Sterling Area after the war ‘was to 

reduce instability in prices, incomes, and employment within the Commonwealth. They acted 

as buffers against the transmission of shocks from the rest of the world.’226 The Sterling Area 

would be superseded in British eyes by the European Economic Community from the late 

1950s, with rationing and controls – which had helped concentrate the spending scarce dollars 

on development rather than consumerism – ending under the second Churchill government 

(1951-55).227 Yet, what ‘proved a useful interim agreement while the international monetary 

system was recovering from the war’ was crucial to the economics of Keynesianism.228  
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In defence of sterling, the British and allied governments waged a protracted military conflict 

in the Federation of Malaya to protect the dictatorship it had created.229 This conflict is still 

known as the Malayan Emergency (1948-60), a name adopted for insurance purposes as British 

insurers would not have settled claims had it been referred to more accurately as the Malayan 

Civil War.230 It would be Australia’s longest military engagement of the twentieth century, 

with the country involved officially from 1950 to 1960 and unofficially – after the supposed 

“independence” – until 1989.231 In 1950 the Royal Australian Air Force began operations over 

Malaya, with some 500 ground troops joining in 1955, as well as nurses of the Royal Australian 

Army Nursing Corps.232 Malaya was crucial to the Sterling Area because raw materials, tin and 

rubber, were sold to the United States so as to acquire the dollars needed to buy manufactured 

goods.233 British Malaya produced some ‘40 percent of the world’s natural rubber and 60 

percent of its tin’.234 The war was highly effective, as the Malayan economy had stabilised by 

1950.235 In this way, ‘Britain’s economic recovery, and Australia’s too, thus required the 

suppression of economic nationalism in Southeast Asia’.236 Regionally, other nationalist 

(subaltern) movements in Burma, Vietnam and Indonesia were targeted, with far less 

success.237 
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Conclusion 

 

The popular views of the Keynesian period the pervade in Australia arose in the 1980s, each 

reflecting a particular concern that emerged with the rise of neoliberal capitalism. An older 

view developed by New Left historians in the 1960s and 1970s argues that Keynesianism 

emerged from within capitalism. As this chapter shows, other explanations of the origins of 

Keynesianism overlook the fundamentals of political economy. This thesis will demonstrate 

that the New Left view is supported by primary evidence from the 1940s, particularly evidence 

used to revive those hitherto neglected opinions of the Australian people. 
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2. Living in the Springtime of Conscious Revolt: Scholarship on 
the social history of Keynesianism 

 
 

      ‘There is a vast gulf between how people who do have  
incomes lose touch with how people who don’t have 
incomes get through on a daily basis […] One of the 
consequences of losing touch with class is we’ve also lost 
touch with economic analysis.’ 
– Humphrey McQueen, “A Class Balancing Act” (1999) 

 
 

This chapter asks, cui bono? As was shown in Chapter One, the principal beneficiaries 

of the economic change were the capitalists. Using secondary sources, the enquiry now moves 

to consider other beneficiaries of Keynesianism. What is offered is a collation of scholarship 

that establishes the existence of a consensus historical perspective, one that has been hidden 

until now. Based on the literature amassed, historians and scholars generally see Keynesian 

economics and the Keynesian reconstruction in particular with ambivalence. While 

Keynesianism was beneficial to a large section of the population, especially blue-collar and 

white-collar workers, there were important groups of people who did not benefit as much or at 

all or were in fact disadvantaged. The significance of this is that the scholarship unwittingly 

coheres with the view of Keynesianism set out in Chapter One – that Keynesianism arose 

within capitalism – and reveals the extent to which other views are unsubstantiated, even 

without the introduction of a social history specifically concerned with Keynesianism. 

 

The chapter is arranged thematically. Reconstruction is discussed before the war because of its 

historiographical significance. Then follows a consideration of certain groups: trade unions, 

women, Indigenous peoples, the elderly, children and post-war migrants. It ends with a 

geographical juxtaposition between the experiences of the cities and the countryside, between 

Australia and those within the Empire who were footing the bill. The chapter is by no means 
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exhaustive, as the amount of scholarship touching on Keynesianism – knowingly or 

unknowingly – is insurmountable. 

 

Reconstruction Keynesianism 

 

There are only a small number of scholars who have considered the social history of 

Keynesianism. John Murphy in his article “Work in the Time of Plenty” (2005) uses oral 

history of men who experienced full employment in the mid-1950s.1 Tom Sheridan’s extensive 

work on the labour history of the war and post-war is similarly aimed at the economics.2 

Sheridan’s Division of Labour (1989) demonstrates how industrial relations quickly 

deteriorated at the end of the war; something that occurred in part because of limited 

involvement of unions in post-war reconstruction planning. This contradicts one of the earliest 

accounts of reconstruction.3 Sheridan also provides an example in the experiences of workers 

in the stevedoring industry, with its largely casual workforce pitted against increasingly bullish 

and experimental corporations.4 By rectifying the general employment environment, 

Keynesianism exposed other hardships. Janet McCalman writes of full employment: 

 Now with full employment, the causes of poverty that would endure for the next four  

decades were brought out in sharp relief: old age, infirmity, the loss of a male 

breadwinner and low wages with too many dependents. The rôle of the casual labour 

economy was quickly fading in working-class life.5 
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While war and post-war marked a ‘watershed’ for the Australian poor – ‘the poor of the 1920s 

and 1930s had more in common with the poor of the 1890s than with those of the 1960s and 

1970s’ – it was no panacea.6 The middle class, however, entered a new era of education-fueled 

prosperity in which professional advancement and greater affluence were achieved en masse.7 

Melanie Oppenheimer’s work on volunteerism in Australia demonstrates how the people 

interacted with government programmes and worked for their success, including the voluntary 

schemes that were the concern of Keynesian compulsion.8 

 

Outside of social history scholars have not overlooked the views of the masses when writing 

about reconstruction and Keynesianism. Stuart Macintyre in Australia’s Boldest Experiment 

(2015) touches on the views of women, unions and homebuilders whose lives were examined 

by full employment planning and impacted by implementation.9 The general improvement in 

economic equality has been noted. Ian W. McLean observed of inequality, there was ‘either no 

trend or at best a gentle reversal during the remainder of the 1930s; only in the late 1940s is 

there any marked decline in the dispersion of wages’.10 Ian Manning considers the negative 

implications on the end of full employment policy and urban life.11 

 

Cultural histories have discussed social history aspects of Keynesian economics. Judith Brett’s 

Australian Liberals and the Moral Middle Class (2003) explains the popularity of Keynesian 
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ideas as having made the new Liberal Party of Australia accommodating of systemic 

government intervention. As for society’s rôle in economics, Brett writes: 

 According to Keynesianism the management of the national economy was governed by  

a different logic from the economic enterprises of civil society […] Ordinary people – 

even those skilled in the handling of money – were shut out from any easy 

understanding of the nation’s financial management, as the link between individual 

decisions and the capacity of the national economy to deliver prosperity was broken.12 

Historians have investigated the rôle of élites in the formulation of full employment policy. 

Carolyn Holbrook shows the considerable divisions that existed between intellectual-

bureaucrats, like Coombs, and politicians, like Chifley, who flocked with the (less-Keynesian) 

Treasury.13 Holbrook’s work further reveals the influence of socialistic ideas on intellectuals 

within and without government, including the famous war historian, Charles E. W. Bean, and 

prominent activist-bureaucrats, including John Crawford and John Burton. This continues to 

build on a body of work that demonstrates the influence of Keynes’s economics on ‘an altruistic 

generation of public intellectuals’ and policymakers.14 Perhaps the most consequential 

economist-intellectual was W. B. Reddaway; Keynes’s ‘star pupil’ who arrived in Australian 

in 1936 with ‘the “oven-hot” galley proof’ of the General Theory ‘in his suitcase’.15  

 

Ann Firth sees the intellectual bureaucrats as having failed: 
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The experts’ ultimate failure to realise their vision of post-war Australia rests, in part, 

on the gap between their rhetorical creation of the male breadwinner and the reality of 

Australian working men after the war […]. The goal of economic and social policy was 

the permanent incorporation of the poorer sections of Australian society, particularly 

those previously excluded by unemployment.16 

Tim Rowse sees Keynesianism as having created an intellectual and political consensus in 

which economists understood their discipline as rooted in the social sciences.17 In turn it 

emboldened new liberals to pursue their ‘humane technocracy’ and weakened the conservative 

argument that likened government spending to household thrift.18 But, as Paul Strangio notes, 

the far-left were generally unenthused by Keynesian economics, although there was a popular 

view that they were positive increments in the battle for equality.19 Conversely, within the 

Labor Party the non-socialists saw the new economics as validation of their support for 

ameliorated capitalism.20 (For example, Chifley.21) Yet even among the centre-left there were 

detractors. Oppenheimer and others have discussed Beveridge’s impact on the antipodes and 

his observations, including personal ones made after the war: 

Compared with the current post-war austerity of Britain, Australia and New Zealand 

appeared as lands of plenty, with shops full of stock and food in abundance. However, 

Beveridge was shocked at the shortage of housing in both countries, especially as there 

had been no war damage.22 

 
16 Ann Firth, “The Breadwinner, His Wife and Their Children: Identity, expertise and economic security in 
Australian Post-war Reconstruction,” Australian Journal of Politics and History 50(4) (2004): 498. 
17 Tim Rowse, Australian Liberalism and National Character (Kibble Books, 1978), 28-9, 152. 
18 Ibid., 222, 253. 
19 Paul Strangio, Keeper of the Faith: A biography of Jim Cairns (Melbourne University Press, 2013), 39. 
20 Ibid., 99. 
21 L.F. Crisp, Ben Chifley: A political biography (Angas & Robertson, 1977), 169 
22 Melanie Oppenheimer, “Beveridge in the Antipodes,” in Melanie Oppenheimer & Nicholas Deakin, eds., 
Beveridge and Voluntary Action in Britain and the Wider World (Manchester University Press, 2011), 68-72. 
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Beveridge visited Australia during the 1948 referendum campaign and, despite the distraction 

of the political ruckus, attracted considerable press and public attention.23 Like Keynes, he did 

not believe in direct controls of prices. This was reported by the press but, since he had not 

stated it publicly, it caused minimal disruption to the government’s campaign. Meanwhile, the 

economist Colin Clark feared that full employment policy would truly make workers slaves to 

capital.24 

 

The general acceptance of Keynesianism by intellectuals meant that unemployment was seen 

as structural, as opposed to ‘a consequence of disequilibrium in the labour market’; a realisation 

that brought them closer to socialistic thinking than Keynes.25 The young economists in 

Australia in the 1930s, many of them liberals, found in the work of Keynes the resolution to 

mass unemployment, which had shaken their economics and politics.26 Another notable source 

of support for Keynesian economics came from the Institute of Public Affairs (IPA) from its 

inception in 1943. R. W. Connell and T. H. Irving write that the IPA – which was created 

principally by manufacturers – wanted to ‘reduce class conflict’ after the war.27 J. R. Hay 

believed the board was representative of capital, as it included representatives of the retail and 

financial sectors as well as the mining industry.28 One of the key figures behind capital’s 

adoption of Keynesian views was H. W. Gepp, a ‘Deakinite Liberal’ manager, who cajoled his 

fellow ‘business progressives’; a ‘management élite’ comprised of such luminaries as 

 
23 Oppenheimer, “Beveridge in the Antipodes.” Beveridge had many family members in the Antipodes, not 
unlike Keynes: Jose Harris, William Beveridge: A biography (Oxford University Press, 1997), 473. 
24 Millmow, The Gypsy Economist, 124. 
25 Peter Saunders, The Ends and Means of Welfare: Coping with economic and social change in Australia 
(Cambridge University Press, 2002), 23. 
26 Rob Watts, The Foundations of the National Welfare State (Sydney: Allen & Unwin, 1987), 33. 
27 R. W. Connell & T. H. Irving, Class Struggle in Australian History: Documents, narrative and argument 
(Longman Cheshire, 1980), 290, 334. 
28 J. R. Hay, “The Institute of Public Affairs and Social Policy in World War II,” Historical Studies 20(79) 
(1982): 198-216. 
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Essington Lewis, Keith Murdoch and Ian Potter.29 The IPA’s desire for an employer-led 

reconstruction first had to gain ascendance over competing, anti-Keynesian, ideas within the 

business community.30 The IPA advocated Keynesian macroeconomics beyond the 1950s until 

succumbing to the conservative-liberalism of the late-1960s.31 Although the Institute modified 

its position in 1948 in line with Douglas Copland’s critique of the Chifley government’s 

version of Keynesianism (similar to some noted Keynesian economists in Britain), seeing the 

ALP’s conception of ‘full employment’ as a ‘fraud’.32 Its most consequential contribution was 

as the ideological and policy foundry for the Liberal Party.33 In fact, the IPA’s pamphlet on 

reconstruction, Looking Forward, helped position Menzies as the central figure within the 

rightwing firmament between the two conferences that brought the party into existence in 

October and December 1944.34 Importantly, the Institute’s position was not welfarist but rather 

‘defined by subsidized private choice’.35 

 

Broad histories of Australia have discussed the impact of full employment. Humphrey 

McQueen’s Social Sketches of Australia (1978, 2004) provides an overview, with many details 

about life and the social nexus during the war and reconstruction.36 M. A. Jones discusses 

Keynesianism and full employment with recourse to econometrics.37 The sociologist, Ronald 

Mendelsohn, writes of the ‘alacrity’ of socialists to Keynes’s critiques of capitalism.38 Ruth 

 
29 James Walter, “Intellectuals and the Political Culture,” in Brian Head & James Walter, eds., Intellectual 
Movements and Australian Society (Oxford University Press, 1988), 248-50, 265; David Kemp, “Liberalism and 
Conservatism in Australia since 1944,” in Brian Head & James Walter, eds., Intellectual Movements and 
Australian Society (Oxford University Press, 1988), 328. 
30 Ken Buckley & Ted Wheelwright, False Paradise: Australian Capitalism Revisited, 1915-1955 (Oxford 
University Press, 1998), 155; Walter, “Intellectuals and the Political Culture,” 260-1. 
31 Brown, Richard Downing, 161-2, 165; See also Kemp, “Liberalism and Conservatism in Australia,” 322-62. 
32 Bulletin, 14 July 1948, 12. 
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34 A. W. Martin & Patsy Hardy, Robert Menzies: A life, vol 2. (Melbourne University Press, 1999), 9-10. 
35 Nicholas Brown, Governing Prosperity: Social change and social analysis in Australia in the 1950s 
(Cambridge University Press, 1995), 103. 
36 Humphrey McQueen, Social Sketches of Australia, 1888-2001 (UQP, 2004). 
37 M. A. Jones, The Australian Welfare State; Origins, control & choices (Allen & Unwin, 1980), 37, 139. 
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Fincher and John Nieuwenhuysen discuss the pivotal rôle of full employment policy to the 

post-war social security system: 

Full employment policy, full-time work and the minimum wage meant that virtually  

any person able and willing to work could earn a higher income than was available 

from social security, and full employment also meant that work tests could 

meaningfully be applied to any recalcitrant who were not willing to respond to the 

financial incentive to work.39 

What existed was a safety net designed to encourage work while at the same time not making 

starvation as reasonable prospect for the unemployed. 

 

Local and regional social histories have also considered what life was like under Keynesianism. 

C. T. Stannage wrote: 

 For a great many people in Perth in the 1950s, life was fairly comfortable […]. These  

years were sometimes described as an ‘age of affluence’. But, as always in the history 

of Perth, while some families were very affluent and powerful, many more made ends 

meet readily enough, without having investments or power other than at the local 

suburban level. And there were still those for whom ‘watching the pennies’ was a way 

of life.40 

Another history argues that with increase in personal incomes the ‘post-Second World War 

years thus witnessed the beginning of an era of economic prosperity for Western Australia’.41 

 
39 Ruth Fincher & John Nieuwenhuysen, Australian Poverty; then and now (Melbourne University Press, 1998), 
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1979), 342. 
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However, it was noted that there still existed ‘deprived sections’ of Western Australian society 

such as ‘Aborigines, pensioners and deserted wives’; much like McCalman’s observations.42 

 

War Keynesianism 

 

McLean wrote that the working class had generally suffered during the period of global 

economic flux that started in 1914 and ended in 1939, particularly during the Great 

Depression.43 The depression was catastrophic on the ‘factors of production’ with immigration 

halted, ‘public and private capital put off’, machinery not updated as well as major decreases 

in marriages and births.44 McCalman’s Struggletown (1983), which is concerned with the social 

history of the inner city Melbourne suburb of Richmond, discusses the poor physical condition 

of many soldiers enlisting to fight the war in 1939.45 A survey of the generations impacted by 

the depression conducted in 1970  showed that the children of the depression, who began voting 

during the war and in the immediate post-bellum, generally possessed a lifelong disposition 

toward the ALP and politics that were less radical and corporatist.46. At the same time, as 

McCalman demonstrates in Journeyings (1993), the existing middle class was conservative, 

often reactionary, and decidedly non-ALP.47 There are many other scholars who have written 

of the impact of the depression on the people who lived it, describing what life was like in a 

‘system [that] operated to divide the labour force into the full-time employed and full-time 

 
42 Ibid., 267. 
43 Ian W. McLean, Why Australia Prospered: The shifting sources of economic growth (Princeton University 
Press, 2013), 144-54; McLean, “Unequal Sacrifice,” 337-8. 
44 Rodney Maddock, “The Long Boom, 1940-70,” in Rodney Maddock & Ian W. McLean, eds., The Australian 
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46 Don Aitkin, Michael Kahan & Sue Barnes, “What Happened to the Depression Generation?” in Robert 
Cooksey, ed., The Great Depression in Australia (ASSLH, 1970): 174-81; Cf. the experiences of the 
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Mystery Picnic: Mobilising young engineers in Victoria, 1941-1961,” in Andrew Reeves & Andrew Dettmer, 
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71-83. 
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unemployed’.48 This division became less obvious during the war. For example, in the meat 

industry ‘security of employment became a reality for the first time for many meatworkers’.49 

 

Oppenheimer, Frank Prochaska and John Barrett have demonstrated that Australia experienced 

a surge of voluntarism as a result of the war, including the various war loans.50 Samuel Furphy 

writes that during the Second World War, as with the first, Aboriginal people were involved in 

the various schemes designed to raise funds and supplies from the citizenry.51 The citizenry 

generally made considerable sacrifices but did not desist from the pursuit of pleasure. For 

example, as Geoffrey Bolton and Frank Bongiorno have discussed, the Curtin government’s 

ban of Father Christmas images from appearing in advertising was done to discourage 

Christmas shoppers, but consumers still sought entertainment more than ever, principally 

through the arts, sport and sex.52 Beer was effectively banned, as were cosmetics; measures 

that exceeded those taken in Britain.53 There was scarcity of basic grocery items, clothing and 

tires.54 McQueen details other deprivations and how consumers noted with suspicion prices 

rises on sundry items like tea leaves occurring immediately after the declaration of war.55 

 

 
48 R. G. Gregory, V. Ho & L. McDermott, “Sharing the Burden: The Australian labour market during the 
1930s,” in R. G. Gregory & N. G. Butlin, eds., Recovery from the Depression: Australia and the world economy 
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53 Ina Zweiniger-Bargielowska, Austerity in Britian: Rationing, controls & Consumption, 1939-1955 (Oxford 
University Press, 2000), 188. 
54 Barrett, “Living in Australia, 1939-1945,” 109. 
55 McQueen, Social Sketches of Australia, 1888-1975, 161. 



 
72 

Trade unions & full employment 

 

There was a widespread belief in Australia that ‘a social debt’ was owed to the people for their 

‘wartime endurance’.56 Some have seen the beginning of the Keynesian period as occurring 

when the left was at its peak: when the ALP controlled a powerful government, communists 

were rife in trade unions and the right was in an administrative shambles.57 This underplays 

tensions within (and between) the ALP and labour, the opposition to Keynesianism and the 

ascendency of the Liberal Party, particularly after the 1946 election, as well as the 

manoeuvrings of the Catholic Church hierarchy.58 The ALP’s peak was the surprise election 

victory (and margin) in 1943. The final year of war, 1945, saw the number of days lost to strike 

action rise to the highest level since 1929, even higher than before the entry of the Soviet Union 

into the war. Jim Hagan wrote of this occurrence: ‘much of the disturbance […] [was] 

associated with the union movement’s expectations for a better post-war world’.59 However, 

of the ‘long list’ of desires that came from the 1945 Australian Council of Trade Unions 

(ACTU) congress, ‘a substantial increase in the basic wage, and the reduction of standard 

working hours to 40’ were seen as the major objectives.60 Early in the war there was a proposal 

for greater union involvement in war planning, initiated by Menzies, but it was twice rejected; 

a result of heightened distrust between the unions and the Coalition led by the United Australia 

Party.61 Later, as the full employment white paper was drafted, previous ACTU conference 

resolutions were considered but judged to be largely outside Commonwealth power.62 Under 

the ALP unions were effectively shut out of post-war planning. It is notable, however, that the 
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Australian Railways Union – in which the reconstructionist Lloyd Ross was involved – had 

published a pamphlet, A Trade Union Plan for Post War Reconstruction (1941) which 

modestly called for full employment for men, peace-time public works, improved living 

standards and the maintenance of wages, child endowment and unemployment insurance; 

effectively the ALP’s reconstruction plan.63 (Not unlike the 1980s accords, the line between 

union involvement and non-involvement depends in part on how one interprets the rôles played 

by union leaders.) 

 

Ken Buckley and Ted Wheelwright’s history of Australian capitalism discusses the general 

attitude of workers to Keynesian post-war planning: 

In the labour movement, there was unanimity on one major point: there must be no 

return to the conditions of the Great Depression. There was a simple logic in this: if 

unemployment could be wiped out by wartime needs and organisation, it must be 

possible to eliminate it in peacetime also. Along with full employment there was a need 

for a more highly developed social welfare system, and the provision, in 1942, of 

pensions for widows and deserted wives was one step towards this.64 

The Chifley government was conducive to putting this basic ambition into action: ‘In 

composition as well as attitude, the Chifley government was the most distinctively working 

class government in Australian history’.65 Hagan similarly wrote that while unions ‘looked 

forward’ to full employment policy in the post-war, ‘[t]hey did not take easily to the 

Government’s warning that a post-war world of this kind might continue to demand sacrifice 

 
63 J.F. Chapple, A Trade Union Plan for Post War Reconstruction (Australian Railways Union, 1941), 15-7. 
64 Ken Buckley & Ted Wheelwright, False Paradise: Australian Capitalism Revisited, 1915-1955 (Oxford 
University Press, 1998), 150. 
65 Ibid., 170. While still accurate to this day, the working-class appearance cannot be taken at face value. For 
example, Chifley’s early life was not nearly as modest as he and others made it out to be. Notably, a similar 
mistake has been made with Paul Keating who was clearly born to an affluent, petit-bourgeois family. 



 
74 

in the form of wage restraint’.66 Such was the feeling that the threat of general strike arose as 

early as 1946. Workers ‘had accepted high levels of production and deteriorating working 

conditions as part of the war effort, but with the peace, and with a Labor government in power 

federally, it expected some gains’.67 

 

The failure of the 1944 referendum was in part owed to fears within unions that it meant 

surrendering collective action, particularly on wages.68 The 1940s is known for its union unrest. 

Full employment gave unions greater bargaining power in the economy and lessened the 

disciplinary function of unemployment.69 In fact, the political advantage it gave unions and the 

potential for inflationary wage demands were among Keynes’s observations of the White Paper 

on Full Employment in Australia of 1945.70 Despite the white paper’s desires for wage restraint, 

the ACTU successfully exploited the advantage and achieved wage increases.71 The ACTU 

was unsuccessful in getting the Curtin government to adopt employment preference for union 

members (losing out to returned servicemen).72 However, an explicit full employment policy 

was given to ‘neutralise[] the Labor Governent’s differences with the ACTU on the preference 

issue’; in effect, correcting the snub – which was the result of parliamentary politics – to 

unionised workers.73 

 

According to A. W. Martin and Patsy Hardy the disputes of 1946 involved diverse areas of the 

workforce, although there was a shared a common factor among workers: ‘a widespread belief 
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that employers were preparing to mount a general offensive on unionism.’74 The industrial 

relations scene culminated in the coal strike of 1949, in which the Chifley government used 

armed soldiers to replace striking miners and Arthur Calwell spoke hyperbolically of his wish 

to send strikers to ‘concentration camps’ (with the connotations the phrase had earned under 

the Nazis).75 Martin and Hardy concluded, ‘[t]he self-evident fact was that no conservative 

Government could have taken strike-breaking action more repressive and offensive to 

traditional Labor principles’.76 Ultimately, the divisions within the unions between communist 

radicals, reformist moderates and anti-communists undermined whatever working class agenda 

existed in the time of early Keynesianism.77 The Liberals and the private banks brought out the 

political fervour of the moral middle class, of whom many were ex-servicemen, first with the 

bank nationalisation debate of 1947 and then with the 1949 election at which their seething 

contempt for the idea proved consequential.78 Coombs later claimed that he had detected a 

lethargy about reconstruction setting in by 1944, necessitating urgent action to ensure that the 

opportunity of a new order did not succumb to the delights of ‘national unity’ brought about 

by impending victory.79 The supposed consensus among bureaucrats, politicians, academics, 

workers and business, he believed, was disintegrating from the point.80 However, in the long 

run full employment policy helped strengthen the unions, something that had profound 

consequences for the 1970s and 1980s in Australia with neocorporatism bringing about 

neoliberalism, not the confrontational approach that became popular elsewhere.81 
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Women & full employment 

 

Women had languished during the Great Depression because, in part, the task of running a 

household became more cumbersome with an unemployed male spouse.82 The situation was 

better for women who had been in paid employment before the crisis.83 However, many women 

workers continued to be precariously employed or faced outright unemployment and endured 

a ‘desperate’ situation.84 By the Second World War there had arisen a greater resolve among 

women that their rôle in the new war would be consequential.85 Wages were low, but 

employment was widespread and varied during the war.86 This was in spite of significant 

opposition within society toward working mothers, as Ellen Warne reveals.87 According to 

Patsy Adam-Smith, ‘groups of women’ began training in male work as early as 1938 such that 

there arose women ‘[s]ignallers, nursing aides, motor-drivers and mechanics’ poised for war.88  

 

McQueen emphasises that the lack of agency experienced by female workers was the same 

lack of agency for male workers: 

 Women, like men, are brought into the workforce when their labour power is needed  

and expelled from it when their labour is no longer required […]. When women were  

needed, propaganda poured out calling them to get away from dull housework. Once 

they were no longer required, the propaganda was full of the joys of home life.89 
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A system of categorisation was used by the government such that during the period of peak 

demand (1941-43), single, childless women were employed before married, childless women, 

who were in turn employed before married mothers with children at school.90 This aimed to 

curb unnecessary spending on people deemed to be capable of being dependents. Even so, the 

government experimented with childcare facilities to secure the employment of female factory 

workers.91 The Curtin government, despite opposition from within labour and contrary to its 

election commitment, capped the pay of working women at ‘60 to 90 percent of a male rate’.92 

Overall, the war increased the percentage of women in unions from a third to half of all women 

workers.93 

 

The image of the woman engaged in the war effort was a universal one during the war, 

symbolising the ‘determination to fight’ in many combatant countries.94 The impact of 

employment on women was profound: 

Apart from the need for women to replace male victims of war in factories, farms, 

businesses and professions, there is the added reason that women now are like the lion 

that tasted blood – they have savoured the sweets of economic independence, of public 
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responsibility, of some measure of equality with men in the workaday world, of the 

refreshing wider contact that comes with interesting employment outside the home.95 

But where the war had brought equality of a kind, reconstruction would render many advances 

momentary. Bolton shows that as a percentage of the workforce, women reached a peak of 30 

percent in 1943, a figure that would not be reached and surpassed until the late-1960s.96 In fact, 

employment among married women was as low as 12.6 percent in 1954, but over 40 percent 

twenty years later.97 Prior to the war general female workforce participation was at 29 

percent.98 The same trend is present outside of the war industries. For example, women 

accounted for 12 percent of employed academics in 1945 but 8 percent in 1960.99  

 

Full employment in Australia did not upend the gendered division of labour. This is perhaps 

unsurprising given the decidedly masculine rhetoric of reconstruction.100 There was, however, 

concerted effort to shape the rôle of women in the post-war period centering on the home and 

domesticity.101 A documentary, For Love or Money, charts the history of women in 

employment in Australia. It explains that it was not until the late 1960s that labour shortages 

brought women into the workforce permanently, often in low-skilled, low-paid jobs like fruit 

packing.102 From the 1970s, women began working in white-collar rôles that involved the 

handling of money, as computerisation was thought sufficient to rectify perceived female 
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deficiencies with respect to finance. But there is nuance to this argument. Melanie Nolan’s 

writes of the employment of married women: 

Both [Australia and New Zealand] had intended to reimpose the prewar gender order 

in 1945. While state rhetoric was uniformly for female domesticity, the state competed 

aggressively and largely successfully in the postwar marketplace for married women’s 

labour in contradiction to its nation-building agenda.103 

Nolan similarly questions the effectiveness of the Commonwealth’s bar on employing married 

women, which was lifted in 1966. Murphy and Belinda Probert similarly temper the perception 

that women had not worked in the twentieth century.104 In the 1950s, many women worked but 

this work was – and continues to be – overlooked in popular imagination. As Shurlee Swain 

shows, working mothers were similarly ‘invisible’ between 1880 and 1920.105 Yet, broadly 

speaking, women were precluded from full employment, as elsewhere. For most, ‘paid work 

was merely an interlude in the period school and marriage’.106 Australia’s reconstruction seems 

to have been unique in its regard for homemakers: Beveridge expressed dismay at the exclusion 

of ‘unpaid female domestic labour’ from the official definition of employment in Australia.107 

 

Single mothers were treated with contempt: ‘In employment, as in accommodation, most single 

mothers were confined to the lowest levels of the market.’108 If we consider the lowest levels 

of the labour market, we can see persistence of antebellum practices. Prostitution continued 
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although the number of prostitutes declined. According to Bongiorno in Sex Lives of 

Australians (2015): 

Prostitution declined after the war as a result of reduced demand, and stories about New 

Australian pimps, randy migrants and cashed-up prostitutes contributed to an 

impression that those who engaged in commercial sex were outside the pale of 

citizenship. There was also a substantial, if still little known, trade in male prostitution. 

In the larger cities, men bought sex from street boys or transvestites. But whereas public 

perception of this kind of activity shaded into a more general contempt for 

homosexuality, female prostitution was presented as an undesirable practice sustained 

by women on the game through choice or mental weakness rather than economic 

necessity.109 

Some people still had to engage in a kind of economic activity for which they were judged to 

be anti-social outliers. Barbara Sullivan’s the Politics of Sex (1997) reveals that around 70 

percent of white men had some kind of ‘experience with prostitutes’ in the immediate post-war 

period.110 Nevertheless, a drop in demand forced female prostitutes into overt prostitution to 

‘attract clients’ or into ‘low-paid jobs or economic dependence’ such as marriage.111 

 

Female workers were further subjected to the humiliation of lower rates of pay than male 

workers. The post-war period saw a ‘strong and active’ movement push for equal pay.112 The 

Australian Women’s Conference of 1943 and its resulting charter resolved that there was a 

crisis of ‘cheap female labour’ that undermined ‘the standard of living of the whole 

community’.113 The charter envisaged equality between the genders with respect to 
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employment. In 1950, the Commonwealth Court of Conciliation and Arbitration awarded 

women 75 percent of the male equivalent basic wage, up from 54 percent.114 But for female 

labourers standing in for male labourers, the population, civilian and military (Australian and 

allied), would not have had sustenance. The Land Army, for example, saw its members 

‘engaged in all types of rural work’, from low-skilled (such as pickers) to technical work (such 

as herd testers).115 There remained a great irony: despite working and being seen as essential 

to the war, women workers fell under the direction of men. The President of the Council for 

Women in War Work, Kathleen Fitzpatrick, wrote in 1943: 

The tendency of this war, as of the others, is to open to women less skilled, less 

renumerative and less responsible jobs than those of men. We hear much of total war, 

but in this country the whole direction of the war effort is in the hands of half of the 

citizens […] [N]ot one women has been entrusted with a position of real authority and 

responsibility.116 

Reconstruction would be beneficial in so far as it secured the employment of male 

breadwinners. 

 

Indigenous people & full employment 

 

Historians have considered the effect of the war and reconstruction on the employment of 

Aboriginal people and, to a lesser extent, Torres Strait Islander people. Before the war, 

employment was difficult for Aboriginal people to secure. The Great Depression maximised 

this difficulty, with unemployment possibly being as high as 85 percent in Aboriginal 
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communities of New South Wales.117 But the opportunities for employment during the war 

were significant and varied. There had been a popular belief that employment contributed to a 

rise in the Aboriginal population birthrate. But Martin explained that the trend in the birthrate 

– based on unreliable statistics – began in the 1930s and continued at a comparatively high rate 

to 1970s.118 Full employment is, however, regarded as beneficial. McQueen observes: 

The main impact of the [First] Pacific War on the Aboriginal population was through 

jobs on construction projects in northern and central Australia. Full award wages were 

paid, the work was constant, adequate housing was provided and health standards were 

enforced […]. This turnaround could not mean that every difficulty was improved at 

once.119 

Although ‘[c]onstant employment and high wages made the Aborigines attractive customers 

for shop keepers of small country towns’ in Western Australia, the freedoms of white citizens 

were not extended.120 McQueen uses the town of Katanning as an example, in which ‘one day 

a week was set aside for them to shop’.121 Furphy argues that during the war full employment 

benefitted Aboriginal workers, men and women, who were able to find employment across the 

economy, especially in industry and agriculture.122 But the military was the main employer.123 

 

There was considerable ambiguity in what post-war employment meant for Aboriginal people. 

Heather Goodall and Richard Broome see a beneficial impact of full employment on 
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Aboriginal men, with an employment rate of 96 percent in New South Wales.124 Jan Kociumbas 

sees the political implications of increased economic autonomy: ‘For those who survived, the 

war ended forever the isolation and authority of the northern missions and cattle stations, 

allowing more scope for political resistance.’125 On this, however, Rowse explains that the 

stations had the effect of sapping Aboriginal workers of political agency.126 Noah Riseman 

argues the war ‘offered new opportunities for many Aboriginal and Torres Strait Islander 

Australians’, but ‘the coming peace represented a return to the status quo of inequality’.127 

Rowse explains that for Aboriginal workers in Western Australia and Queensland, especially 

those on cattle stations, employment did not necessarily mean access to a wage.128. (In 

Queensland there had operated a system of chattel slavery well into the twentieth century.129) 

A large number of Aboriginal people worked on cattle stations, often in appalling conditions. 

From 1944 to 1965, the rate of infant mortality on these stations was around 20 percent.130 Part 

of the problem was the Royal Flying Doctor Service, which had declared it was not ‘primarily 

concerned with the health of Aboriginal people’.131 Elsewhere, employment did not bring a 

living wage. For example, the children of Aboriginal family remembered ‘the period during 

the war and after as a time of extreme poverty’ through which their fathers had been employed 

in the armed forces.132 The first Aboriginal workers to be awarded the Basic Wage were 

employed by Dunwich Benevolent Asylum on North Stradbroke Island/Minjerribah, 
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Queensland, in 1944 but only after a 25-year campaign.133 (The asylum shuttered in 1946.) 

Economics also caused migration of Torres Strait Islander workers in the 1950s who were 

forced to choose between accepting lower pay than white workers in the local pearl shell and 

trochus industries and finding work in North Queensland.134 (The local industries soon 

collapsed.) 

 

Assimilation policy unintentionally bolstered the claim of Aboriginal workers to equal wages; 

something that had eluded them in the post-war period.135 Aboriginal activists secured ACTU 

support in 1963 and received the support of the Commonwealth in the late 1960s, although 

wage inequality still operated in Queensland on reserves in the late 1970s. Rowse points out 

the alienation: ‘European settlement took away the economic resources of Aborigines, vastly, 

outnumbered them, and developed an economy which required hardly any participation by an 

Aboriginal workforce.’136 Although equal pay was awarded in 1965, there was a three year 

delay permitted. Once it was implemented, unemployment increased as Indigenous workers 

became more expensive to employ. The effective end of full employment policy in the 1970s 

and the wage increase saw unemployment among Indigenous people rise between 1972 and 

1986, from 9.2 percent to 35.4 percent, reaching 39 percent in 1997.137 Importantly, Rae Norris 

notes that the unemployment data was not considered reliable until 1971. 
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A methodological problem for the thesis was the lack of evidence pertaining to Indigenous 

views on Keynesianism. If one takes the newspapers as being entirely reflective of society, 

there seems to have never been a word spoken by an Aboriginal person about the Keynes plan, 

which is an absurd notion. The general nature of the child endowment and full employment 

policy could enable the re-contextualisation of commentary. However, if general discussion 

about child welfare and employment were admitted, the argument would stray too far from the 

central question on the popularity of Keynesianism. For example, the ‘new deal’ for Aboriginal 

workers by the McLarty government (1947-53) in Western Australia sought to transition 

pastoral labourers – on which the industry was ‘entirely dependent’ – from being ‘actual slaves’ 

to ‘wage slaves’.138 The pastoralists had forced unemployed black workers off their land, 

causing significant problems elsewhere and diminishing their employment pool in the long 

run.139  Another example: the popular desire to instill discipline in Aboriginal workers so that 

they may be better utilised by employers.140 This kind of evidence, of which there is a healthy 

amount, must be used in a future project about post-war reconstruction. 

 

The elderly & full employment 

 

There has been surprisingly little written of the history of elderly employment. Bertram 

Hutchinson, a researcher in the British Social Survey Department, wrote a survey on the elderly 

in Australia in 1954.141 His work revealed that the retirement ages of 60 and 65 did not cause 
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an observable decline in the employment, as ‘only a minority of workers are bound by a fixed 

retirement in the sixties’.142 Instead, retirement occurred mostly before the age of 60 and after 

the age of 70, with 12 percent remaining employed after 65 and seven percent continuing to 

remain employed into their eighties. As a general trend, the older a worker was the less income 

they earned, meaning ‘employment does not necessarily mean prosperity for the elderly 

worker’.143 The survey also detected segregation between men and women workers over the 

age of 55, with women comprising a majority in the personal services industry (viz. retail, 

domestic services and hospitality). Nearly half of the workforce over the age of 55 in the 

manufacturing industry and distributive trades were women. Hutchinson’s survey on its face 

suggests a significant portion of older women worked and that older workers tended to be 

female, unmarried or widowed.144  

 

There was a clear discrepancy between elderly people based on class among those who worked 

past retirement age: 

Very few of the workers have taken employment merely because they prefer to work 

rather than to be idle […] [The] economic factors seems to be less potent for the older 

members of our age-group than it is for the younger ones […]. There is a close 

association between paid employment and economic status […]. Roughly half the 

people who said that they “just preferred” to continue working came from among 

company directors, owners of businesses, and the higher managerial grades, and, on a 

lower economic level, the small shopkeepers. In addition, the farmers and the 

agricultural workers showed a greater tendency to stay on at work merely because of 

personal preference. […] [T]he professional classes did not share this feeling to a like 
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degree, and these were inclined to continue work because they were forced to […]. At 

the other end of the scale, skilled operatives, and unskilled workers in general, in this 

age group were more often found to be solely because of economic need.145 

Location of employment also demonstrates the class division: 

In Fitzroy, Carlton and Collingwood, the poorest quarters of Melbourne, more than half 

the elderly workers are in employment because they cannot afford not to be; and the 

same is true of the provincial city of Bendigo, of whose poverty, as far as older people 

are concerned, we have a considerable body of evidence. In contrast, the voluntary 

workers are found with more than average frequency in such areas as Toorak, Malvern, 

Mentone and Hampton […] and in rural areas.146 

Hutchinson concluded, ‘old people are regarded by the community as external to the main 

economic structure […]. [T]he elderly are not encouraged to seek paid employment […]’.147 

McCalman observes a link between age and poverty: 

Some old age pensioners were struggling, others appeared to be coping. As always, 

survival on a low income depended on tough self-discipline, and the senile, the simple 

and the incapacitated were doomed to deprivation. Drink, too, could make all the 

difference between survival and suffering.148 

Pat Jalland explains that treatment of the elderly remained largely the province of the states, 

with Victoria and New South Wales leading reform.149 Whatever the feeling of post-war 

progress, ‘older people in Australia received fewer benefits from the new welfare state than 

other groups in society’.150 
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Children & Keynesianism 

 

Historians of childhood see the principal objective of government in the post-war era as about 

creating productive economic units by instilling middle class morality among the wayward 

masses.151 According to Robert van Krieken, employment of 10-14 year old boys and girls 

remained very low after the depression.152 Among boys aged 15-19 employment was high, at 

some 85 percent; girls of the same range experienced a marked increase in employment, to 60 

percent in 1940. Kociumbas and others discuss the child migrants scheme in operation at the 

time, in which thousands of children (without their parents) were sent to Australia to work, 

often without pay and subjected to abuse; a scheme that ended in the mid-1950s.153 Macintyre 

points out that Coombs wanted some 50,000 ‘orphans and neglected children’ to boost the 

population and even secured Cabinet approval.154 Nell Musgrove writes that despite the stated 

intentions of governments and institutions to prepare the children in their charge for future 

employment, ‘[i]n the 1940s and 1950s many boys continued to receive training as farms hands 

even though this type of employment was becoming marginal in terms of both desirability and 

availability, and for some boys this type of training continued to be the only option provided 

into the 1960s and 1970s’.155 Musgrove describes the general employment situation as follows: 

Although workforce participation of children under the age of fourteen was not typical 

across the Australian population during the mid-twentieth century, it was certainly not 

unheard of, and it was generally accepted that children from poor families would work. 

In particular, children who were without parents or protectors were expected to work 
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from a fairly early age, so licensing children out to employers was socially acceptable 

[…]. [T]here were some institutions which sent children out as young as ten […].156 

Some parents with children in institutions started to lobby for their children to receive more 

schooling, in line with a growing working-class trend to seek some kind of training. Such 

children in Victoria were at that time sent to reside at their place of work, often being domestic 

service or farming. The first-hand accounts of children in care who were licensed out ‘paint a 

[…] picture of desperation’, including starvation, emotional and physical violence.157 ‘In short, 

despite the emergence of some new opportunities, many children in the 1940s, 1950s and 1960s 

found their lives following similar trajectories to children of a century earlier.’158 The slow 

emergence of hostels for working children after the war was the beginning of a shift in policy, 

one that would open up more industries for the employment of institutionalised children. 

 

The child endowment of 1941 emulated the programme implemented by the Lang government 

in New South Wales in the late 1920s; a programme that proved to be of utter importance to 

many in that state during the Great Depression.159 The Commonwealth version was expansive 

but had significant exclusions. Women who were single mothers and who had never married 

were practically excluded.160 As Swain and Renate Howe explain, the payment was available 

to children after the first born, which had the effect of penalising single mothers as they 

typically had only one child.161 (Interestingly, Keynes had suggested excluding the first-born 

child in the British scheme as part of his post-war austerity hypothesis.162) Single mothers and 

their children were further penalised when the advantages of war-time childcare were lost when 
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such programmes were wound up as ‘the men came home’.163 Similarly, unmarried mothers 

were excluded from Widows’ Pension Act 1942 and had to wait until 1973 for inclusion.164 It 

was not until 1950 that first children were included in the endowment.165 Broome explains that 

the endowment was given to Aboriginal mothers but was stifled by discriminatory policies, 

such as the requirement that these mothers were ‘not nomadic or dependent on government 

support’.166 Other historians have similarly identified such a limitation or argued that non-white 

mothers were excluded entirely.167 (There was inequality experienced by Aboriginal families 

under the child endowment schemes of New South Wales and Victoria.168) Initially, Aboriginal 

children in state institutions were excluded but, as Laura Rademaker shows, the Curtin 

government extended the endowment in 1942 to include this group.169 This extension was to 

children in institutions generally.170 Similarly, early confusion about Aboriginal children on 

cattle stations was resolved by 1964 when, as Rowse reports, endowment payments were 

collected by the bosses.171 However, the Commonwealth scheme followed the New South 

Welsh predecessor, not other Commonwealth welfare programmes, by generally including 

Indigenous children.172 The eugenics that motivated the child endowment were pursued by 

other means. The state continued to effectively seek to sever the social and economic bonds 

between new and old generations, in much the same way as it had tried to with working-class 
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children.173 Desley Deacon argues that the endowment debate came in to being with the decline 

in population growth soon after Federation and comfortably sits within the middle-class desire 

to monetarise motherhood.174 

 

Migrants & full employment 

 

The Depression had varied impacts on Australians. Catholics and those born in Ireland, Italy, 

Germany and China experienced greater levels of inequality over this time than Presbyterians 

and those born in New Zealand, England, Scotland and Australia.175 This indicates a class 

division. Australia’s population was not capable of growing enough to meet the demand for 

labour. The post-war baby boom – which was caused by a marriage boom after the years of 

turmoil had ended – did not quench the thirst.176 During the war and until the early 1950s, the 

population increased by nearly ten percent. Australian unions, somewhat uniquely, had not 

embraced internationalism to a large extent and kept its support for the White Australia policy. 

Whatever internationalism Curtin had earlier in his life, by the time he became prime minister 

he exhibited a tactful nationalism.177 Curtin instructed post-war planners to avoid discussion of 

White Australia for fear it could detract from the war effort (China being a non-white allied 

power).178 Increased immigration was a feature of full employment policy from the 1940s, 

 
173 Van Krieken, Children and the State, 132. 
174 Desley Deacon, Managing Gender: The state, the new middle class and women workers, 1830-1930 (Oxford 
University Press, 1989), 210-12; Notably, this trend continued into the late twentieth century, underpinning sex 
discrimination legislation and the provision of childcare, in much the same way population studies and family 
planning have roots in pre-war eugenics: Margaret Thornton, “Feminism and the Changing State: The case of sex 
discrimination,” Australian Feminist Studies 21(50) (2006): 151-72. 
175 McLean, “Unequal Sacrifice,” 341-3. 
176 Kociumbas, Australian Childhood, 201. 
177 David Day, John Curtin: A life (Sydney: HarperCollins Publishing, 1999), 426. 
178 Ibid., 518-9. 



 
92 

when it was maximized by the Chifley government, to the 1970s, when it was minimized by 

the Whitlam government.179 

 

Jayne Persian argues that post-war reconstruction depended on the White Australian policy.180 

Within this most important of policies there existed a preference for people who had potential 

as workers, anti-communists and British migrants. Although 40 percent of migrants were from 

the United Kingdom, these migrants comprised 86 percent of those who received government 

assistance.181 Politically, the government excluded communists and permitted – even 

encouraged – anti-communists and fascists. Migrants settled all over Australia, in the cities and 

country with Canberra becoming a major destination.182 Many migrants worked on the Snowy 

Mountains Scheme.183 It was not uncommon for the migrant men working on the Snowy to 

leave women and children in the major cities, with the effect that women were forced to leave 

their children in institutions while they found employment in order to afford housing.184 Indeed, 

women immigrants from non-English speaking countries faced social isolation and poverty.185 

All the while it was demanded of migrants that they assimilate into Australian society and 

culture, although this obligation slowly deteriorated as individualism and consumerism became 

dominant and multiculturalism (of a kind) became the norm.186 
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Cities & full employment 

 

The depression resulted in widespread unemployment in Australia’s cities. Unsurprisingly, its 

impact was predominantly felt by the working class, especially those not employed by the 

government, and children, who experienced high levels of malnourishment.187 As statistical 

data from the time are unreliable – something admitted by the chief statistician of the time – it 

is hard to convey the scale.188 The war brought further industrialisation and employment, 

although this was not uniform nor immediate. By the time war came the two biggest cities, 

Sydney and Melbourne, were pivotal to the Australian economy as locations of commerce, 

finance and banking, shipping and trade and manufacturing.189 50 percent of the population 

lived in state capitals, 17 percent in provincial cities or country towns and 33 percent on remote 

land.190 Physically, the war did not bring destruction as in Europe so much as dilapidation, with 

few workers to maintain infrastructure or repair roads carved up by heavy, military 

transportation vehicles.191 

 

Reconstruction remade Australian cities and, eventually, culture. The post-war years were 

marked by a positive, capitalist, mentality within. While the progenitor is typically said to have 

been Menzies, it arose earlier in the time of Chifley with do-it-yourself homebuilders frustrated 

with housing policy, supply troubles and eager to march on.192 Certainly, Menzies was the 

political manifestation of the capitalist mentality: 
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As the idealism of post-war reconstruction was reshaped [by the Menzies government] 

into more private hopes of work, responsible citizenship and secure domesticity, it 

would prove difficult to translate wartime experiences into a reconstructed social 

order.193 

The working class, politically frustrated, adopted an outlook imbued with ambition and 

consumerism.194 By the 1970s, working class culture and confidence had collapsed.195 House 

ownership was important to this change. A major part of Menzies appeal to voters at the 1949 

election was his housing policy.196 Where the Chifley government was seen to have failed in 

its housing policy, in which increasing public housing was the main objective, the Menzies 

government made ownership of public housing achievable.197 In this way the government 

succeeded in creating a ‘national of little capitalists’ in which nearly 90 percent of households 

experienced ownership at some point from the 1950s to 1970s, largely the result of full 

employment.198 In fact, opinion polling in the 1940s shows metropolitan Australians foresaw 

such benefits in full employment policy, with many accepting house-sharing in the short-term 

(by as much as 25 percent of households).199 A well-known effect of this was that many 

Australians became indebted to banks, necessitating steady income and therefore making them 

compliant citizens. Almost all of the 178,000 new-builds between 1945 and 1960 were by 

owner-occupiers, not landlords.200 The post-war housing boom was monumental and in itself 
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contributed to employment, directly and indirectly, as cities grew. Even though a considerable 

portion of this growth occurred in capital cities, inland and coastal locations urbanised too, 

hastening the emergence of sealed highways, a dependence on motor vehicles, services and 

domestic tourism.201 

 

Manufactured goods were important to the economies of many cities. Peter Spearritt writes of 

city life and the emergence of automotive manufacturing, which began in the 1920s.202 He links 

the widespread ownership of cars from the 1950s to Australian democracy, whereby people 

and producers became effective conspirators in a consumer lifestyle that produced mixed 

results. The cities of the 1940s were still dominated by public transport systems, with car 

ownership becoming more common from the 1950s. Kociumbas writes, from the beginning of 

this decade there arose an ‘improvement to the material conditions of life’.203 For example, 

‘with high rates of employment, possession of a real “home” gradually became a possibility 

for many families. The rate of home ownership rose from 53 percent in 1947 to 71 percent in 

1966’.204 Again, it came with higher levels of indebtedness, including small loans for 

household appliances. ‘This locked breadwinning fathers into family life, committing them to 

stability and continuity of work.’205 Alan D. Gilbert writes that despite the construction of new 

dwellings, they were ‘often remained haunted by the social and economic problems of the 

vanished slums’.206 Other scholars, like Murphy and Probert, see the suburbs favourably, 

showing the existence of a positive spirit.207 
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With new migrants entering Australia for work, inner cities became the locus of non-Anglo 

Saxon Australians. Greek migrants settled in the poorer suburbs of Melbourne – such as 

Fitzroy, Collingwood, Richmond, Prahan, Port Melbourne – before slowly, with the 

accumulation of wealth, expanding to wealthier working class suburbs – such as Brunswick, 

Northcote, Preston, Footscray, Caulfield, Oakleigh.208 In Sydney, there was a similar, if less 

obvious, occurrence among Greek and Italian migrant communities, with movement from 

industrial working class suburbs – including Marrickville, Botony, Leichhardt, Drummoyne, 

Concord and those of southern Sydney – to more suburban ones – including Ashfield, 

Burwood, Strathfield. These communities brought cultures that would ultimately entice Anglo-

Saxon – more affluent – Australians, to the inner city and to culinary experimentation. The 

inner city was not just home to migrants but Indigenous peoples, too. For example, by the early 

years of the war Fitzroy had become home to many Aboriginal people, partly because of the 

availability of paid work.209 The end of full employment policy changed urban life: ‘The 

increase in inequality associated with the end of full employment found geographic expression 

unprecedented in Australian history.’210 Neoliberalism slowed urban growth, reduced the 

number of houses and their affordability, concentrated ownership, disconnected employment 

from one’s local community, stagnated wage growth for the masses and resulted in perpetually 

depressed areas. But post-war housing had considerable problems too, such as the emergence 

of an insular, household lifestyle for families which increased exposure to domestic violence.211  
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The country & full employment 

 

The soldier settlement scheme that arose after the First World War was an economic and social 

disaster.212 The Great Depression resulted in higher unemployment rates in some parts of the 

countryside than others: South Australia and New South Wales had much higher 

unemployment rates in 1933 than either Tasmania and Queensland.213 In rural communities of 

New South Wales, the rate was 33 percent.214 South and South-eastern Australia went into the 

economic crisis battered by drought and dust storms, as they would the Second World War 

and, then, reconstruction. The environmental devastation continued with southeastern 

Australia experiencing Australia’s greatest ever recorded wildfire in 1939. Overall, in terms of 

employment, the depression did not cause the same hardship as it had done in the cities. 

Employment actually increased over the crisis, as did production.215 But as in the cities, casual 

workers – such as shearers and colliers – may have been overly optimistic about their 

employment status when reporting.216 Nevertheless, ‘the Bush was hit hard by the Depression’, 

particularly in certain parts of agriculture.217 

 

Full employment policy meant little to farmers and farm labourers; an important distinction to 

make, as the country is ‘notably divided by class’.218 This was so even though country people 

had been involved in the Rural Reconstruction Commission during the consultation phase.219 
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The Commission operated on a city-centric romanticism of the countryside and agricultural 

production that undermined its findings and recommendations.220 Despite experiencing 

depression and war, it would take until the early 1950s before reconstruction had a significant 

impact on rural communities. The condition of rural Australia in 1939 was poor, with chronic 

underdevelopment, patchy mechanisation and makeshift roads.221 Russel Ward described how 

in the 1930s ‘one could still see huge wagons, loaded high with bales of wool, being pulled 

into Maree near Lake Eyre by teams of twenty or more camels’.222 And it was still common in 

1939 to see four-masted sailing ships docked at Australian ports. Nevertheless, this lack of 

technical complexity helped farmers survive the years of depression, austerity and 

environmental calamity. Work is carried out in the country in a fashion quite unlike that of the 

factory labourer, especially in the case of country women. The female workforce in the country 

expanded from less than ten percent in 1954 to 50 percent by 1975, after which it plateaued.223 

‘The farmer’s wife’ – a description, Neil Barr notes, was given by women who married into 

farm-life – gradually increase her workload from the 1970s to include ‘off-farm 

employment’.224 Single mothers, while generally ‘shunned’, where not uncommonly ‘allowed 

to remain because of the service’ they provided as domestic servants.225 Even so, rural 

employment of women was comparatively restricted throughout the twentieth century, owing 

to the prevalence of petite-bourgeoise and laborious work in which men were socially 

preferred.226 The great exception was, of course, the war when female workers were permitted 
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to prove their mettle on the land.227 Labour shortages produced desperate depths of demand; 

even POWs were put to work.228 It was not enough. Without labourers, parts of the Australian 

countryside became vulnerable to rabbit plague and topsoil erosion.229 

 

Robin Bromby discusses the impact of the war on Australian agriculture: 

Apart from drought of 1944-45, the Australian farmer came through World War II fairly 

well. While most farms had been run down owing to shortage of farm materials during 

the war, the labour shortages had been partly a blessing in that the farmers’ wages bills 

were reduced or eliminated.230 

Much like the slums in the city, the impact of housing policy from the 1950s saw the removal 

of the ‘“shanty towns” of canvas, hessian and corrugated iron’, which were ‘compulsorily 

dismantled or pushed out of sight’ from country towns.231 Many Aboriginal children in rural 

schools lived in abject poverty. Although the post-war period was generally ambiguous in the 

impact it had on the country, the economic and environmental conditions of the 1940s brought 

optimism: ‘After 30 years of toil and struggle, many rural Australians were beginning to think 

that the tough times were over.’232 Surely part of this break in melancholy must have been the 

343 percent rise in export prices between 1946 and 1951.233 So, the post-war period was not 

without some benefit to the country, whatever rôle the Keynesian reconstruction played. 

According to Richard Waterhouse, however, the 1950s saw the number of jobs in agriculture 

decline in what would prove to be a long-term trend produced primarily by technological 

efficiencies.234 Keynesianism or no in the country there remained a dependence on market 
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fluctuations for the maintenance of livelihoods. This is exemplified by the decline of pastoral 

farming after the Korean War, even as productivity increased over the same period.235 A stark 

example is the decline of wool, which brought economic dislocation and industrial unrest from 

the late 1950s and lasted for decades, culminating in the Wide Comb dispute in the 1980s.236 

 

Mining histories contain commentary on Keynesianism. Geoffrey Blainey’s the Peaks of Lyell 

(1967) demonstrates the fundamental dependence of the West Coast region of Tasmania, 

especially Queenstown, on the private sector: 

For working men and their families Mt. Lyell had long offered a high level of social 

security. The company had maintained full employment, cheap housing, a good 

standard of living, and an unrivalled health scheme; in the last forty years it is doubtful 

if the employees in any other large Australian mining field had received such a high 

proportion of the wealth won from the mines.237 

Another local history, Erik Eklund’s Steel Town (2002), demonstrates the impact of the 

multiplier on the regional city of Wollongong and the suburb of Port Kembla in particular: 

Having survived the crisis of the depression and war, the Illawarra boomed. The region 

became the fastest growing in Australia, barring Canberra where population growth 

was stimulated by public spending and the growth of the federal government […]. 

Unlike the period before 1945, housing stock kept pace with increasing population. A 

major state housing construction programme accompanied significant industrial 

expansion, and this accounted for the difference between pre- and post-war experiences 
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[…]. The growth that flowed from the expansion of the heavy industries at Port Kembla 

spilled out to other nearby areas, and throughout the region. Industrial growth in steel 

making and its related industries underpinned population expansion, and continuing 

demand for migrant labour in particular.238 

Of Broken Hill, Eklund writes: 

After World War II, a settled compact between capital and labour, together with 

virtually continuous economic growth, provided a prosperous life for many […]. This 

was the peak of mining employment in the postwar period (from 1945 to 1972), and it 

approximately coincides with a peak in prices for lead, silver and zinc.239 

Another study of a mining town, the Victorian coal mining town of Wonthaggi, depicts a period 

of continued decline and unrest.240 Again, what is evinced is the crucial link between market 

conditions and employment in the post-war period in which Keynesianism was practised.  

 

International experiences of Keynesianism 

 

As Chapter One explains, Australian Keynesian economics was dependent on the foreign 

policies and currencies of the United Kingdom and United States. The Malayan Emergency 

(Civil War) involved the suppression of communists and popular radical movements by 

imperial forces. In Malaya, British mining companies had long used indentured labourers – 

millions of them – from India and China to harvest rubber and mine tin, respectively.241 In 

doing so, Malayan society was changed such that a racial caste system was in operation with 
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the effect of preserving ‘the Malay aristocracy’ upon which Britain based their power.242 What 

emerged in the 1930s was the nationalist, but non-racial, democratic Parti Komunis Malaya 

(Malayan Communist Party) and its Min Yuen underground organisation; both organisations 

notably having no known links to Chinese or Soviet communists.243 The communists, along 

with Chinese nationalists and the Pertubuhan Kebangsaan Melayu Bersatu (United Malays 

National Organisation), ‘were united in their opposition […] to the re-establishment of Western 

rule’ after Japanese occupation.244 The British, however, re-entered the country, erected a 

government and demonetised the Japanese-implemented ‘banana’ currency and thus 

‘immediately pauperized much of the population’.245 The British forces successfully 

suppressed the radical militia with the use of Agent Orange-like sprays – first tested on 

rainforest in Queensland – heavy bombing raids, concentration camps, sophisticated counter-

intelligence programmes and the intentional starvation of sections of the country, as well as 

deportations and ‘acts of arson against the homes of communist sympathizers’.246 The brutal 

‘screw down’ approach to communists enabled the ‘population control’ that followed in the 

1950s.247  Land rights were also awarded to British sympathisers under the Briggs’ plan, 

permanently displacing rural populations – about 1.2 million people – that were forced to live 

in ‘New Villages’ which operated as prison camps at first but became sites of pork barreling 
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designed to win favour and divide the poor.248 Independence in 1960 was superficial, as the 

British ensured the economic interests of their businesses were secured.249  

 

Conclusion 

 

At best, Keynesianism can be view with ambivalence, at worst with horror at the level of 

violence. Using secondary source literature, it can be shown that Keynesianism was mixed. If 

one is to celebrate the material benefits, one must overlook the cost of the new economics. 

Viewed as capitalism, which Chapter One establishes as an accurate perspective, it can be seen 

that the extent to which some thrive is determined by the extent to which others linger in 

obscurity or suffer. Accepting this, the lack of answer to the question about the popularity of 

Keynesianism as it was received in Australia becomes significant. Keynesianism was reformed 

capitalism and the class of beneficiaries extended beyond capitalists. Yet, to what extent was 

the new economics willed by the people? 
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3. Chicken Feed to the Dragons of War: Australian interest in 
British war finance planning 
 
 

Keep the Chancellor of the Exchequer out of your war 
cabinet. 
– Harold Macmillan’s advice to Margaret Thatcher, 6 April 
1982 
 
 
“For war is quite changed from what it was in the time of 
our forefathers when in a hasty expedition, and a pitched 
field, the matter was decided by courage but now the whole 
art of war is in a manner reduced to money…” 
– Charles Davenant, An Essay Upon Ways and Means for 
Supplying the War (1695) 

 
 

The first two chapters have established that Keynesianism was a reformation within 

capitalism and that while the principal beneficiaries of the new economics were capitalists, 

there were benefits experienced by the Australian people, to varying degrees. The remaining 

chapters of the thesis are based on primary source research with the express task of determining 

the extent Keynesianism was willed by the people. As the introduction explains, the period of 

particular concern is 1939 to 1941 in which the new economics was effectively debated within 

Australian society. This chapter demonstrates that Keynesian ideals were transnational, having 

come to Australia from the United Kingdom. Not only was John Maynard Keynes a Britisher, 

his war finance plan was designed for Britain. Australians received the Keynes plan from afar, 

with it becoming relevant only because the government, capital and economists speculated as 

to its applicability to Australia. Subsequent chapters will address the Australian debate and 

reception of Keynesianism.  

 

The chapter will begin with a discussion on war financing, before demonstrating how the ideas 

were received and how that reception changed in line with Keynes’s commentary and the 

British debate. Given its place in the British Empire, both tangible and imagined, Australia 

turned to Britain for inspiration for war finance planning. Other states too received attention in 



 
105 

the press, including the United States, New Zealand, Canada and Germany, although often 

discussed in relation to the “Keynes plan”. It was in this context that ‘J. M. Keynes’ became a 

household name in Australia. 

 

Context 

 

Historically, war has been funded through external extraction, such as plunder and foreign debt, 

as well as domestic taxation, national debt and money creation, from printing to indirect means 

such as through bank deposits.1 War finance is a major aspect of history. For example, the 

Bank of England emerged in 1694 because William III needed to finance armaments to 

overcome the French in the Nine Years War.2 But historians and military theorists have only 

recently come to appreciate the importance of war finance.3 This is despite primary evidence 

showing that one of the earliest debates in the British press during the Second World War was 

about how the war would be financed. Every interest group understood that the question was 

really about who would pay. Generally, capital saw a need for the burden to be distributed 

throughout society and labour effectively wanted the assets of bourgeoisie and the aristocracy 

liquidated to fund the war. 

 

Keynes, who rapidly became the central figure in public discourse on war finance, believed the 

question was complicated by the threat of inflation, which would at once undermine war 

financing and destroy whatever equality of sacrifice was pursued. Keynes’s How to Pay for the 

War (1940) reflected a year of negotiations between the economist and key figures within the 

 
1 Gregg Huff, “Finance for War in Asia and its Aftermath,” in Michael Geyer & Adam Tooze, eds., Total War: 
Economy, society & culture, Vol III. of The Cambridge History of the Second World War (Cambridge 
University Press, 2015), 56. 
2 David Kynaston, Till Time’s Last Sand: A history of the Bank of England, 1694-2013 (Bloomsbury, ebook, 
2017). 
3 Rosella Cappella Zielinski, How States Pay For Wars (Cornell University Press, ebook, 2016). 



 
106 

British Labour Party and trades unions. Richard Toye shows that until April 1941, Keynes had 

failed because of divergent interests in society during the Phoney War and, to a lesser extent, 

his propensity to alienate workers and their representatives.4 During this time, Keynes was 

effectively undertaking pro bono work for the Chamberlain government, as he understood his 

function to be about ‘kite-flying […] to see how public opinion take it’ (sic).5 It was a challenge 

he bravely undertook. 

 

British war financing during the war was determined in large part by its manufacturing 

capacity. Unlike its experience during the Crimean War some ninety years earlier, Britain was 

forced to import armaments and, as a result, had a low currency reserve.6 The dominions – 

where manufacturing had long been discouraged – were not able to provide much assistance in 

this regard and had their own import needs. The Lend-Lease Act of 1941, in which Keynes had 

been a key negotiator, was the culmination of this rapid decline; acause for celebration in the 

United States where the bill had been symbolically designated H.R. 1776.7 By the end of the 

war, Keynes described Britain’s economic situation vis-à-vis the United States as ‘a financial 

Dunkirk’, with major implications for post-war economics and politics.8 

 

Unlike war finance, much has been written of the British war economy, including the famous 

ration scheme overseen by William Beveridge.9 The most important feature of the war 
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economy was its totality, as it created a profound sense of collective action, of ‘bond-owning, 

democratic capitalism’ with ‘claims to participatory citizenship and a purchase into the largesse 

of the state’.10 The ‘always superficial “home fit for heroes” rhetoric of the Great War’ was not 

the ‘promise of wholesale post-war reconstruction’ that pervaded in Britain a quarter of a 

century later.11 In terms of capital, the war resulted in ‘a transnational production system’ that 

went beyond ‘a simple division of labour between the producers of raw materials and their 

processes, but revolved around the complex exchange of technologies, knowledge and 

productive tasks within the core of advanced industrial capitalism’.12 While the tendency of 

government to exert control over the economy emerged during the First World War and 

intensified with the global financial crisis of 1931, the first Keynesian Budget – presented in 

April 1941 – can ‘rightly [be] seen as a key moment’, along with the consent of the people 

sought by the state for wage restraint.13 Although the Keynes plan set out in How to Pay For 

the War (1940) was narrowly construed – and, when finally implemented, was a relatively 

minor part of war economics compared to ‘large-scale rationing and profits-limitation 

exercises’ – its meaning transformed as indeed did the meaning of the war itself.14 

Keynesianism rapidly became the ‘natural ally of social democracy’.15 
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Advocate, 27 March 1942, 3. 
15 Battin, Abandoning Keynes, 11, 15-16, 22, 25-26, 28. 
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Antebellum Keynes 

 

Keynes’s name occasionally appeared in the press before war broke out in Europe, attracting 

isolated interest. One suggestion his – the stockpiling of raw materials in Britain – actually 

increased the price of Australian wheat.16 Keynes’s economics were discussed, including his 

concern for the ‘constant army of unemployed, even in good times’, which he believed was 

caused by the propensity of people to save.17 Within weeks, Keynes was seemingly 

contradicting himself with his war finance plan, declaring ‘private saving will no longer be 

open to the charge of increasing unemployment, and private prudence will coincide with public 

interest’.18 The debate on rearmament came with the perennial concern for rising public debt. 

It was reported in a communist paper that Keynes – a ‘Liberal economist’ – thought British 

conservative worries about American deficit spending arose from it going ‘to further human 

welfare’.19 Having been prolific and forthright for so long ensured that detractors would hold 

him to his past. As his presence swelled, the words of a French correspondent were reprinted 

verbatim: Keynes predicted a British bankruptcy in […] 1916. This advice […] would have 

cost us victory.’20 Keynes still thought finance was key to political and military success as the 

next war beckoned. 

 

 

 

 
16 Brisbane Worker, 2 May 1939, 11; Rockhampton Morning Bulletin, 15 July 1939, 15; Warwick Daily News, 
13 July 1939, 3; Rockhampton Central Queensland Herald, 20 July 1939, 48; Mackay Daily Mercury, 3 March 
1939, 4; Proserpine Guardian, 1 April 1939, 3; Melbourne Age, 26 July 1939, 10. 
17 Adelaide Advertiser, 19 January 1939, 16. 
18 Sydney Morning Herald, 11 May 1939, 8; The Perth West Australian would later reconcile this contradiction: 
Perth West Australian, “The latest books by mail: The Keynes Plan,” 20 April 1940, 4. 
19 Perth Workers Star, 26 May 1939, 3; Sydney Morning Herald, 11 May 1939, 8. 
20 Adelaide News, 24 March 1939, 4. 
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Keynes’s warning 

 

The Keynes plan came to Australian attention through reports of war finance planning from 

Britain. Before the declaration of war in September 1939, Keynes warned that ‘[f]ree 

competition for finance is a sequel of free competition for physical resources […]. [A]ll the 

problems of the last War – are round the corner’.21 As early as April 1939 he proposed ‘the 

Government […] introduce national service for savings, both on moral and financial grounds, 

accompanied by interdiction of investments abroad’.22 Keynes expressed openly his desire to 

see workers placed under more control.23 This desire would expand to include ‘greater 

employment, longer hours, and the bringing in of people not previously available for 

employment […]’.24 Readers of the Sydney Morning Herald were told the views of Keynes – 

‘an eminent economist of the younger school’ – should ‘possess particular interest’ in 

Australia.25 In this way, the Keynes plan was beginning to be thought of as applying to 

Australia, even before the war began. 

 

Details of the first Keynes plan came in May 1939. Keynes proposed that government spending 

be used to lift national income so that it may be targeted by taxation and a system of compulsory 

savings in order to fund the war.26 Instead of expanding credit through generous lending, 

government could avoid inflation by addressing the real issue: ‘so long as there was no shortage 

of labour or shortage of material resources there was little if any danger of inflation.’27 

Although war was beginning to be seen as inevitable by some, British investors in late July 

 
21 Melbourne Herald, 19 May 1939, 5; Ipswich Queensland Times, 13 June 1939, 6. 
22 Brisbane Courier-Mail, 19 April 1939, 7. 
23 Adelaide Advertiser, 19 April 1939, 22; Adelaide Chronicle, 20 April 1939, 26; Sydney Morning Herald, 11 
May 1939, 8; Brisbane Courier-Mail, 11 July 1939, 6. 
24 Sydney Morning Herald, 20 October 1939, 6. 
25 Sydney Morning Herald, 11 May 1939, 8. 
26 Sydney Morning Herald, 31 May 1939, 12. 
27 Sydney Morning Herald, 12 May 1939, 8. 
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1939 were optimistic that war – and Keynes’s suggestion of capital exchange restrictions – 

would remain hypothetical play things.28 The British Government was still ‘permitting 

Germany to buy up large quantities of commodities in the London market thereby reducing the 

quantity available to the British authorities’ as late as mid-August 1939.29 

 

The government remained non-Keynesian in its approach to war finance. His Majesty’s Budget 

of 1939 preoccupied much of the news from Britain disseminated in Australia. The budget 

principally addressed war finance with heavy taxation which, in the widely distributed words 

of the Chancellor of the Exchequer, John Simon, ‘is going to inflict a most frightful blow to a 

great many homes which may seem comfortable and well-appointed […]’.30 Keynes provided 

running commentary, entering what would be a period of opposition. Keynes declared that 

beyond the proposed Excess Profits Tax, the budget ‘is chicken feed to the dragons of war.’31 

He invoked a critique popular in financial circles at that time: ‘In a free community, a deliberate 

price rise on a reasonable scale, which leave the consumers’ choice as much unimpeded as 

possible, is the right solution […]. [It] would mean a much smaller increase in the cost of living 

[…].’32 To financial ears the budget sounded a fascistic tone: ‘the nation is willing to make the 

 
28 Hobart Mercury, 31 July 1939, 4; Perth West Australian, 31 July 1939, 12; Adelaide Advertiser, 31 July 1939, 
18; Lismore Northern Star, 31 July 1939, 1; Grafton Daily Examiner, 21 July 1939, 5; Canberra Times, 21 July 
1939, 1; Launceston Examiner, 31 July 1939, 7; Melbourne Age, 31 July 1939, 9; Burnie Advocate, 31 July 
1939, 1; Perth Western-Mail, 3 August 1939, 43; Melbourne Herald, 22 April 1939, 2; Adelaide Mail, 22 April 
1939, 10; Sydney Morning Herald, 24 April 1939, 8; Brisbane Telegraph, 22 April 1939, 23; Sydney Sun, 23 
April 1939, 17; West Australian, 24 April 1939, 12. 
29 Lismore Northern Star, 23 August 1939, 2. 
30 Sydney Sun, 29 September 1939, 2; Melbourne Herald, 29 September 1939, 7; Adelaide News, 29 September 
1939, 6; Kalgoorlie Miner, 30 September 1939, 5; Sydney Morning Herald, 30 September 1939, 16; Brisbane 
Telegraph, 29 September 1939, 2; Brisbane Courier-Mail, 30 September 1939, 5; Sydney Daily Telegraph, 30 
September 1939, 3; Newcastle Morning Herald and Miners’ Advocate, 30 September 1939, 14; Perth West 
Australian, 30 September 1939, 16; Mackay Daily Mercury, 30 September 1939, 9; Cairns Post, 30 September 
1939, 6; Maryborough Chronicle, Wide Bay and Burnett Advertiser, 30 September 1939, 5; Hobart Mercury, 30 
September 1939, 2; Burnie Advocate, 30 September 1939, 7; Townsville Daily Bulletin, 30 September 1939, 7; 
Sydney Sun, 1 October 1939, 1; Townsville Daily Bulletin, 2 October 1939, 3; Hobart Mercury, 2 October 1939, 
4; Glen Innes Examiner, 3 October 1939, 6; Perth Western Mail, 5 October 1939, 44; Rockhampton Central 
Queensland Herald, 5 October 1939, 41; Darwin Northern Standard, 13 October 1939, 4; Adelaide Mail, 14 
October 1939, 25; Sydney Morning Herald, 23 October 1939, 6; Townsville Daily Bulletin, 25 October 1939, 3. 
31 Sydney Morning Herald, 2 October 1939, 4; Hobart Mercury, 2 October 1939, 4. 
32 Ibid. 
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utmost effort, even at the inevitable cost of completely changing the structure of British life, 

but it has no desire to make sacrifices to establish a bureaucracy, which, after all, would be 

another version of a Nazi-Soviet State.’33 These were early days. 

 

Ravaged by the animal spirits 

 

Australian press interest in the British budget was surpassed by the Keynes plan in November. 

By then Keynes was against using rising prices to check consumption because ‘the workers’ 

incomes are larger than before the war, they should consume less in order to attain a maximum 

war effort, which must be at the expense of pre-war standards of consumption’.34 He explained, 

‘if everyone spent […] [t]he increased earnings of workers would escape through higher prices 

if they spend widely, while higher profits would go partly in taxation and partly into the savings 

of the entrepreneur class’.35 To the Brisbane Telegraph, Keynes’s plan ‘amounts to a levy on 

all incomes, rising steeply in the case of four figure incomes’.36 Other checks, Keynes believed, 

like rationing and taxation, except on small incomes, would be ineffectual. (Keynes thought 

British rationing amounted to ‘bolshevism’.37) To his mind, a scheme involving compulsory 

saving and progressive taxation was more suitable. ‘The savings would be placed in a post 

office savings bank, and an interest rate of 2 ½ percent paid on them.’ 38 For the first time, 

major city newspapers in Australia indicated support, citing the post-war period: ‘One of the 

 
33 Ibid. 
34 Melbourne Herald, 14 November 1939, 2; Brisbane Courier-Mail, 15 November 1939, 5; Adelaide News, 14 
November 1939, 7; Sydney Sun, 14 November 1939, 4; Adelaide Advertiser, 15 November 1939, 18; Mount 
Gambier Border Watch, 16 November 1939, 2; Mackay Daily Mercury, 16 November 1939, 10; Newcastle Sun, 
14 November 1939, 5; Charters Towers Northern Miner, 17 November 1939, 2; Charters Towers Northern 
Miner, 21 November 1939, 3. 
35 Adelaide News, 15 November 1939, 4. 
36 Brisbane Telegraph, 27 December 1939, 7. 
37 Nicholas Brown, Governing Prosperity: Social change and social analysis in Australia in the 1950s 
(Cambridge University Press, 1995), 95. 
38 Adelaide News, 15 November 1939, 4; Brisbane Courier-Mail, 16 November 1939, 3; Newcastle Sun, 15 
November 1939, 6; Sydney Sun, 15 November 1939, 4; Melbourne Herald, 15 November 1939, 7; Adelaide 
Advertiser, 17 November 1939, 34. 
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most attractive features is that it would ease the transition from the war to peace conditions, 

when the danger is a spiral in the other direction’.39 As will be discussed in Chapter Seven, this 

was a significant feature of the early debate on post-war reconstruction. Meanwhile, some 

regional newspapers printed photographs of Keynes with the supportive caption: ‘A plan of 

compulsory saving is the logical and most beneficial alterative to inflation in Great Britain’s 

war economy.’40 

 

Keynes made his plan conditional on the economy reaching full employment with a plentiful 

supply of savings so as to ensure people did not avoid depositing discretionary income.41 

Evidently, criticisms were beginning to be made in Britain. Addressing his critics, Keynes 

wrote that ‘[T]he country is not yet taking the financial problem seriously […]. Adoption of 

the plan would require the approval of the Labour Party, but Labourites will never be required 

to approve of inflation – it will just happen’.42 Reflecting his inner tensions, Keynes said he 

believed that ‘the general public is not in favour of any plan’.43 His patronisingly attempted to 

assure people that his ‘scheme was overwhelmingly in the interests of the workers, whose 

leaders could only reject it through misapprehension’.44 He cast war finance as a dichotomy: 

‘if there isn’t compulsory saving there will be compulsory inflation, whereby the purchasing 

power of the workers and the middle class will be diverted through the pockets of entrepreneurs 

to the Treasury.’ 45 Inflation, he said, ‘is Nature’s remedy, ebbing up like the tides, silently and 

 
39 Melbourne Age, 16 November 1939, 11; Sydney Morning Herald, 16 November 1939, 10; Brisbane 
Telegraph, 16 November 1939, 2; Perth West Australian, 16 November 1939, 8. 
40 Warwick Daily News, 30 December 1939, 6; Mackay Daily Mercury, 30 December 1939, 3; Wellington 
Times, 28 December 1939, 3. 
41 Sydney Morning Herald, 18 November 1939, 16; Mackay Daily Mercury, 25 November 1939, 2; Sydney 
Daily Telegraph, 3 March 1940, 4. 
42 Brisbane Telegraph, 29 November 1939, 3; Perth West Australian, 29 November 1939, 16; Sydney Morning 
Herald, 29 November 1939, 14; Brisbane Courier-Mail, 29 November 1939, 2. 
43 Sydney Sun, 21 December 1939, 4; Newcastle Sun, 22 December 1939, 6; Goulburn Evening Penny Post, 27 
December 1939, 4. 
44 Melbourne Herald, 28 November 1939, 7; Adelaide Advertiser, 29 November 1939, 20. 
45 Melbourne Herald, 28 November 1939, 7; Sydney Sun, 28 November 1939, 1; Bathurst National Advocate, 
27 November 1939, 2; Charters Towers Northern Miner, 28 November 1939, 4; Townsville Daily Bulletin, 28 
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imperceptibly and irresistibly. It engages in its support our laissez-faire traditions’. 46 What was 

needed was ‘curtailment of expenditure by every class’.47  

 

Most criticism of the Keynes plan in Britain came not from labour but capital, especially the 

City (a metonym for the financial interests of the City of London, which was and remains 

administratively distinct to the rest of Britain.). The view from the City was negative as it could 

‘foresee difficulties in applying it, because some incomes would be reduced as a result of the 

war’ and ‘it would prejudice the success of voluntary [war] loans’.48 The more likely reason 

for hostility was government ‘using force in finance’.49 It was feared that to repay people after 

the war there would be ‘further Government loans or a large expansion of the floating debt’ 

and ‘neither course might be practical, thus invalidating the pledge to repay savings’.50 The 

‘cityites’ quickly began ‘expressing preference even for a capital levy on the lines of Benito 

Mussolini’s method of financing the Abyssinian campaign’ in 1938.51 (Frederich Hayek 

suggested in 1939 that Italy’s economics were ‘Keynesian’.52) ‘The majority of cityites, 

however, appear to support the “Statist’s” [viz., the magazine] view that, as the wages of a 

quarter of the working population have already advanced and bank deposits have jumped […] 

it is time almost to apply the brake to credit expansion.’53 Labour politicians, conversely, 

 
November 1939, 9; Grafton Daily Examiner, 27 November 1939, 5; Sydney Morning Herald, 27 November 
1939, 6. 
46 Sydney Sun, 21 December 1939, 4; Newcastle Sun, 22 December 1939, 6. 
47 Brisbane Telegraph 27 November 1939, 14; Lismore Northern Star, 27 November 1939, 10; Hobart Mercury, 
27 November 1939, 4; Melbourne Age, 27 November 1939, 7. 
48 Adelaide Mail, 18 November 1939, 3; Port Pirie Recorder, 20 November 1939, 4. 
49 Brisbane Sunday Mail, 19 November 1939, 3. 
50 Brisbane Sunday Mail, 19 November 1939, 3; Melbourne Herald, 18 November 1939, 5; Albury Border 
Morning Mail, 20 November 1939, 2; Charters Towers Northern Miner, 21 November 1939, 3. 
51 Perth Sunday Times, 19 November 1939, 6; Perth West Australian, 20 November 1939, 10; Brisbane Courier-
Mail, 20 November 1939, 16; Cairns Post, 20 November 1939, 5; Cairns Northern Herald, 25 November 1939, 
28; For the capital levy, see Bruno G. Foa & P. G. Treves, “Italian Finance & Investment,” Economica 6(23) 
(1939): 290. 
52 Foa & Treves, “Italian Finance,” 271. 
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expressed the view that Keynes’s proposed 2 ½ percent interest rate was ‘over-generous’.54 

Nevertheless, the Labour leader, Clement Atlee, dismissed the plan, saying: ‘the Keynes 

scheme is a euphemism for reduced living standards and restrictions on buying […]. After the 

war the workers would be compelled to live on their savings, enabling the Government to avoid 

its post-war obligations.’55 Liberals were said to be in favour of Keynes’s plan because the 

alternative would ‘increase the burdens of the workers and relieve the rich of their 

responsibilities’.56 Thus, the financial battle lines were marked on the map and, reportedly, 

‘vigorous opposition to Mr. Keynes’s scheme for a forced levy on wages’ emerged in the 

Imperial Parliament.57 

 

There was considerable scepticism in Australia that the plan would become policy in Britain: 

Mr. Keynes’s compulsory savings proposal for Britain is unlikely to survive the stings of the 

hornets […]. The proposal is, nevertheless, pregnant with possibilities.58 To some, greed was 

to blame: ‘One would have thought that, between death duties and special income tax applied 

to the rich, they had secured this already.’59 ALP and labour papers, which hitherto had been 

uninterested in the debate, were gleefully reporting its demise by February 1940: ‘This plan is 

now dead […]. [T]he opposition that killed the plan came from the “city,” which, while it has 

no objection to applying the principle of the forced loan to the workers’ shillings, had the 

strongest of objections to the same principle being applied to its pounds.’60 But Keynes, true 

to his work ethic, proved relentless. 

 

 
54 Hobart Mercury, 16 October 1939, 9; Adelaide Mail, 14 October 1939, 25; Perth West Australian, 16 October 
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55 Sydney Daily News, 1 March 1940, 3. 
56 Sydney Daily News, 11 April 1940, 4. 
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Mollifying for the masses 

 

Faced with a backlash from the right and left, Keynes submitted a revised plan to the British 

people in February 1940.61 While some changes were superficial – he now called compulsory 

savings by the gentler name ‘deferred pay’ – the revised plan made important concessions.62 

Under his new proposal the ‘amounts saved […] would remain under working class control 

through deposits with approved trade unions and friendly societies, as well as savings banks’ 

and ‘he would exclude savings made under the scheme from the means test’.63 There would 

also be ‘deductions from deferred pay of special expenses to cover illness or unemployment’, 

as well as pre-war financial commitments.64 The plan would now involve a split, with 

disposable income going to compulsory savings as well as taxation.65 According to the Sydney 

Morning Herald, the revised plan ‘will probably be found that the bankers and economists who 

looked on the first version with some favour will be frightened by the second’.66 Certainly, the 

balancing act would remain but far from fright, the City registered its approval. 

 

Capital began supporting the plan while Labour and trades unions hardened their opposition. 

Keynes argued that his plan would now impact the wealthy considerably: ‘the effect […] would 

reduce the aggregate consumption of the higher group by one third.’67 At the same time, Keynes 

‘thinks that it will not be enough to “soak” the rich a bit more and that the little man, or the 

 
61 Brisbane Telegraph, 22 February 1940, 3; Perth West Australian, 22 February 1940, 9; Warwick Daily News, 
23 February 1940, 6. 
62 Brisbane Telegraph, 12 March 1940, 18; Perth West Australian, 13 March 1940, 12; Cairns Post, 13 March 
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64 Canberra Times, 6 April 1940, 4. 
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comparatively little man, will be called upon to bear a not inconsiderable share’.68 He proposed 

the implantation of two capital levies, one to effectively extend the benefit of his plan to 

servicemen and servicewomen and another to general contributors after the war.69 Other major 

revisions included the introduction of an ‘iron ration’ to ensure access to basic necessities of 

life, a basic income for workers and an undertaking by unions to ‘agree not to ask for a general 

advance of wages unless and until this “iron ration” should increase appreciably in price’.70 

 

The revisions were described by Keynes (and the corporate press) as having immediate bearing 

on social equality. The Keynes plan ‘would not only be a stop-gap war measure, but a valuable 

social reform. “It embodies an advance toward economic equality greater than any in recent 

years.”.’71 To this end, Keynes made provision for a family allowance with an expenditure of 

£100,000,000 a year.72 He further added that his plan would impose a ‘graduated tax on wages 

above the poverty line’. 73 The readers of the Brisbane Telegraph were told: Its object is not 

merely to avoid the Scylla of inflation and the Charybdis of totalitarian rationing, but to achieve 

a positive advance towards social equality […]. As Mr. Keynes remarked, “a country which 
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accepts conscription of man power without a murmur should not jib at conscription of wealth.” 

[…].74  

 

At this time, Keynes put his revised plan to what was reportedly the largest joint gathering of 

the Houses of Parliament ever attended to listen to a member of the public.75 The Chamberlain 

government responded to Keynes by saying it had ‘not rejected’ his plan per se.76 It was 

reported that government economic advisors were in favour of the Keynes plan because only a 

‘proper psychology of sacrifice’ would bring workers around to the idea of reduced incomes 

and living standards, as well as the reality that ‘even if their entire wealth [of the rich] were 

taken it would not make any appreciable contribution to the bill of modern warfare’.77 (The 

leak was Josiah, Lord Stamp, who was on the Court of Directors of the Bank of England.78) By 

now Keynes reigned over the war finance debate in Britain: All sections of the community are 

now eagerly analysing Mr. Keynes’ revised scheme, in which new sections safeguard working-

class interests, preventing too great sacrifices by the poorer classes.79 Contrary to expectations, 

the revised Keynes plan was receiving a better reception than its progenitor plan. 

 

Financial columns declared that the plan ‘offers the only orderly solution to the problem of 

wartime finance’.80 The revised plan was seen by the Melbourne Herald as targeting moderate 
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labourites (‘Labour-Liberals’) after a contentious beginning: ‘The plan immediately 

encountered opposition from many quarters, not the least being from Labour, which felt it 

savoured of totalitarian finance which would result in the lowering of the workers’ standard of 

living without assuring him of any compensating advantage either at present of after the end of 

hostilities.’81 

 

Keynes was now making a play for the left, even going as far as to unveil his revised plan to 

the Fabian Society.82 He had conferred with union representatives while he reformulated his 

approach.83 The chairmen of the ‘Big Five’ clearing (and retail) banks were said to be in 

‘consensus’: ‘“Has anyone the right,” asked Lord Wardington [Lloyds chairman], “to say he 

ought to be as well in war as in peace time?” […].’84 As a result of government policy, the Big 

Five had an oligopoly over British banking from 1918 to 1970.85 Whatever the espoused 

position, it was reported that financiers were investing in Australasian stocks to preserve assets 

and voluntary schemes in Britain were burgeoning.86 
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There still existed non-labour opponents, such as someone charged with raising volunteered 

funds for the war who maligned Keynes for stifling ‘a spirit of devoted sacrifice’ in society.87 

The Melbourne Age wondered whether the Keynes plan could even be implemented before the 

failure of the voluntary schemes.88 There were hopes expressed that the plan could be applied 

to specific industries, such as demonstrated by the British Government when it imposed 

restrictions on the American film industry so that 50 percent of profits made in the United 

Kingdom could not leave until after the war.89 Liberals continued to support Keynes and his 

plan.90 Beveridge declared his support for the Keynes plan, although noted that ‘family 

allowances are an afterthought’ when the ‘case for family allowances, strong in peace, is 

overwhelming in war’.91 (See Chapter Six.) 

 

At this time, opposition within labour began to spread to Australia in earnest. The Sydney Daily 

News (formerly the Labor Daily) warned workers: ‘It is safe to assume that if the Keynes Plan 

is applied in Britain, it will also be applied in the Dominions and the colonies. […] Once the 

Government accepts the principle of the Keynes Plan there is no stopping. Barer and barer the 

ration becomes, and higher and higher become the deductions from wages.’92 Even the Sydney 

Sun noted the ‘British inland revenue report reveals an increase of 107 millionaires in the year 

ended January 31, 1940’.93 Australian capitalists would soon get in on the act. There would be 

disquiet in Britain about Australian wool companies profiting from the production of military 

textiles.94 Australian butter exports to Britain, dropping in supply, were considerably higher in 
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value in 1940.95 Keynes had earlier described how the dominions were profiting heavily from 

British armaments manufacturing because of the demand for raw materials.96 In Britain, profits 

and dividends were holding up for aerospace manufacturers. ‘[T]he Bristol Aeroplane Co., 

which is the manufacturer of Blenheim [and Beaufighter], increased its trading profits’ only to 

have them taken in ‘extra taxation’.97 ‘The Handley Page [manufacturer of Hampden and 

Halifax] shareholders are doing better […]. Vickers’ [manufacturer of Wellington and Spitfire] 

have merely repeated their 10 percent dividend for 1939, and De Havillands’ [manufacturer of 

Mosquito and Hornet] 12½ percent. dividend is unchanged.’98 It was a different story for 

British munitions workers, who were enraged when they discovered their holidays had been 

involuntarily forfeited for the production of arms being exported to Japan.99 

 

The British trades unions remained uproarious about the Keynes plan. Bob Willis, the secretary 

of the London Trades Council, told a special conference on wartime working conditions: ‘the 

very presence of this conference is a reminder that we are not one nation, but two – a nation of 

the rich and a nation of the poor […]. When we see the ruling class prepared to accept for war 

time what the workers accept for a life-time, we will know they are sincere when they talk of 

sacrificing.’100 The council moved a motion which ‘demanded strict control of profits, control 

of public services, more equitable distribution of wealth, and that social services shall not be 
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thrown to the winds on the grounds of economy’.101 Rationing too was criticised. The General 

Secretary of the National Union of Railwaymen, John Marchbank, said it ‘works to the effect 

that those sections of the community with money to spend can buy what they like, and the 

poorer classes, whose wages are pegged down, cannot even buy the rationed foods’.102 The 

Manchester Guardian agreed: ‘It creates a sense of injustice far beyond the reality and it 

renders extremely difficult […] the carrying through of any radical scheme of war finance such 

as Mr. Keynes’s […]. The Germans (and the Americans) abuse us for the ruling class mentality 

of our Government, but this is not entirely a creation of Lord Haw Haw.’103 The proposed 

family allowance was also viewed unfavourably: ‘Charles Dukes, general secretary of the 

National Union of General and Municipal Workers, describes the family allowance […] as 

“just another expedient whereby employers seek to depress wages to a bare existence level by 

transferring part of the cost of maintenance to single and married men with small families.”’104 

By May, the Labour conference resolved to oppose any compulsory scheme and the formation 

of a national government, but support ‘conscription of wealth for the prosecution of the war’.105 

The conference of the Co-operative Men’s Guild, part of the working-class co-operative 

movement which was then the largest producer and distributor of food in Britain (and a crucial 

– but still underappreciated – part of the war effort), resolved to oppose the Keynes plan 

because of its inequality of sacrifice.106 
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The Keynes plan is implemented 

 

The Chamberlain government declared its hand in late April 1940. In rejecting the Keynes plan 

in favour of voluntary contributions, the chancellor told the Commons: ‘I am far from 

convinced that such a scheme has all the merits claimed.’107 Keynes responded by restating his 

belief that the British people were deluded and, unlike the German people, had not grasped the 

nettle.108 The general opinion in the City was that the government was to blame for public 

apathy.109 Labour embarked on an ‘unprecedented’ attack on the budget of 1940.110 Frederick 

Pethick-Lawrence ‘opened the Commons debate on the Budget for the Opposition’, saying, 

‘We dare not for their sake, we dare not for our own sake, hold back the full measure of support 

which they ought to have from us, and there is no surer method than that of taxation for enabling 

that to be carried through’.111 He also criticised the failure of the government to obtain full 

employment for the nation’s labour resources and insisted on the necessity of observing 

equality of sacrifice between all classes.112 

 

The Chamberlain government fell in May 1940. Kingsley Wood, the new chancellor in the 

Churchill national government (1940-45), was an avid Keynesian. However, the Keynes plan 

would not be implemented until April 1941, largely because of the inflationary situation. 
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Keynes would later concede that inflation had been stable through 1940.113 Since the war 

began, prices had risen some 24 percent and the financial markets were reported to be sanguine 

about the expanding credit creation of the government.114 Keynes was surprised at the ‘property 

damaged by bombs throughout England’ which had ‘so far did not exceed one percent of the 

total’: ‘Post-war difficulties would arise, not from the greatness of the damage, but because of 

the insufficiency of it […]. There was no reason why we should not after the war produce a 

memorial to the times through which we had lived as good as Sir Christopher Wren’s churches 

built after the Great Fire of London, but far exceeding his effort in scope and magnificence.’115 

Unlike Beveridge, Keynes was optimistic about the impact of war on the economy. But the 

City still desired certainty about the post-war period. ‘First among’ City desires was ‘the 

Keynes-inspired blocked savings idea, and, secondly, the post-war refund of one-fifth of the 

excess profits tax for reconstruction and modernisation of industry’.116 By 1941, attention had 

very much turned to the post-war. ‘Britons face 1941 with the primary purpose to defeat the 

enemy and create a new and better order when victory is won.’117 It was even reported that 

Keynes had ‘lost some of his affection’ for his plan since becoming an economic advisor to 

HM Treasury.118 
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But rising inflation quickly brought the Keynes plan back to the fore, propelled by the 

Beaverbrook press.119 Its introduction in the budget of April 1941 marked, according to the 

economist Frank Mauldon, the beginning of Keynesian economics in Britain.120 Michał 

Kalecki’s ‘revolutionary proposal’ of imposing limits on the amount consumers could spend 

at shops was similarly gaining favour in panicked ‘financial quarters’, in which it was believed 

that it was now the turn of workers, blue and white collar alike, to take up a share of the 

burden.121 Quite accurately, the Brisbane Courier opined: ‘Acceptance of compulsory savings 

plan by the British Government is like a sequel to one of those “before and after” 

advertisements. Cold received when it was proposed […] the plan has now been officially 

recognised.’122 The head of the British Income Taxpayers’ Society, Lord Decies, wrote to the 

secretary of the Taxpaysers’ Association of Queensland, W. M. Hall, to warn him, ‘We are 

expecting another turn in the taxation screw’.123 The compulsory savings plan introduced in 

the budget of 1941 was different to the revised Keynes plan. ‘Some aspects of the Keynes plan 

were regarded as too Utopian for immediate application but the general reaction in responsible 

circles in Britain was distinctly favourable.’124 For example, it placed acquisitioned income in 

the Post Office Savings Bank, similar to the original Keynes plan.125 The Brisbane Telegraph 
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noted there was no mention of the iron ration.126 ‘Two million more people in Great Britain 

will become taxpayers’ and the government revealed that ‘gross personal savings at £608 

millions, which is a four-fold increase compared with 1938’.127 Once the Keynes plan became 

law, press coverage reduced considerably; a fact that became news in itself. Some major city 

newspapers reported the words of one British correspondent who argued that the chancellor’s 

‘nest-egg’ was unremarkable because the acquisitioned sum was intangible to most workers, 

would be ‘addled’ by post-war inflation, kept until well after conflict was resolved and would 

not be repaid because a post-war capital levy would net little from the overtaxed wealthy.128 

While the Labour members of the national government accepted the Keynes plan as part of the 

budget, others within Labour registered fundamental opposition once more. 129 

 

After the watershed 

 

Keynes’s movements continued to attract great interest in Australia. His visit to Washington in 

1941 to negotiate Lend-Lease was followed closely.130 While there he warned the United States 
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that Britain’s anti-inflationary measures were working, unlike Germany’s, and that keeping 

inflation low in their country was essential to the British war effort.131 In September, Keynes 

replaced Lord Stamp – who had died in the London Blitz – on the Court of Directors of the 

Bank of England.132 Some saw the appointment as a symbolic act, whereas others thought it 

foreshadowed great change as ‘nobody, apart from Lloyd George has so fiercely flayed the 

banks’ and who had once said, ‘All bankers are blind, even to their own interests’.133 The 

Brisbane Worker thought his appointment was unsurprising: ‘Since the outbreak of war he has 

concentrated on schemes to bolster up Capitalism and to preserve profits and dividends, and to 

prepare ways to resist any new post-war order that will interfere with the privileges of 
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wealth.’134 The paper was not far off the mark as Keynes had resurrected his relationship with 

the Governor, Montagu Norman, on the issue of war finance.135 (Keynes would later in the war  

fall out of favour at the bank on account of his placing the preservation of sterling below 

‘inescapable requirements of domestic politics’.136) 

 

The British Keynes plan was to come into effect in November 1941. Labour and the unions 

were not officially opposed to compulsory saving, masking the disquiet. The former President 

of the Trades Union Council, Bill Holmes, called compulsory savings ‘ridiculous’ and contrary 

to the concept of a wage.137 Tellingly, there was a dramatic rise in the number and size of 

voluntary contributions among the working class: ‘inasmuch as 80 percent of members’ 

savings groups belong to the labouring classes.’138 The Melbourne Argus explained the 

importance of Labour’s presence in the Churchill government as follows: 

With some pride [the Minister of Labour and National Service, Ernest] Bevin pointed 

out […] that last week there were only 35 men in the whole of Britain involved in strikes 

[…]. I watched workmen building blast walls around dispersal points at a RAF 

aerodrome. “When are they going to get these fellows into uniform?” said the station 

commander to me, exasperated by their leisurely movements. “They get £5 a week for 

buttering bricks; that’s more than a fighter pilot gets.” The station commander 

expressed what many thousands of people in Britain feel […]. They feel more could be 

done if workmen were dragooned. But Bevin […] has one adamant answer: 
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“Uniformed conscripted labour would bring about our defeat,” he says […]. But Bevin 

is no fool. “We have powers of compulsion over the millions of workers in our essential 

war industries. We have powers, too, over employers. A man cannot leave his job 

without permission, but a job cannot leave him, either, unless upon special notice […],” 

says Mr. Bevin. The key to the function of Labour representatives in the British 

Government may be said to be this: Maintenance of civilian rights, without recourse to 

intimidation. Take the matter and profits. Companies are allowed to make the same 

level of profits as they did before the war […]. Bevin grins when he talks about this, 

“After they make their profits we take 10/- in the pound away from them in ordinary 

tax, and super tax may amount to 19/6 in the pound. All the profits they make above 

pre-war level are taken by the Government, although we promise after the war to restore 

20% of this amount, conditional on the company using the money for expansion and 

absorption of labour.” Labour members of the Government who are behind these acts 

do not make the mistake of thinking that they have achieved any object by simply 

incorporating it in an act of legislation.139 

The modus operandi of British Labour was to prepare for the post-war while not spooking 

capital. 

 

The City was uneasy about the economic situation, but alert to the silver linings of a 

reconstruction designed to improve productivity.140 One of the newspapers pushing this line 

was the London Financial News, which was run by Brendan Bracken, a well-known Winston 

Churchill loyalist. Circumstances quickly changed such that dampening inflation returned to 
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prominence and the City wanted an extension of controls.141 The Adelaide News observed that 

despite the near universal opposition to ‘the cost-plus profit system’, ‘there was no immediate 

prospect of a sweeping change’.142 

 

Exemplary Keynesianism 

 

The Australian people were further treated to news of war finance schemes from other 

countries, including New Zealand, Canada, the United States and Germany.143 The section will 

discuss press coverage of extra-British war finance planning. 

 

New Zealand & Canada 

 

Like Australia, other dominions were guided by the war finance debate that raged in Britain. 

By early 1939, New Zealand was already being depicted as having a Keynesian government 

under Prime Minister Michael Joseph Savage of the Labour Party.144 The Savage government 

(1935-40) was under pressure to address the debt caused by ‘grandiose […] schemes’ and that 

it would not be ‘any the worse for a period of enforced abstinence from over-development of 

secondary industries and too lavish social measures’.145 At the time, New Zealand agriculture 

was seen as a threat to Australian exporters competing for the increasingly constrained British 

domestic market.146 The Chamberlain government was unimpressed with experimentation: 

‘Britain, it says, does not object to Dominions seeking a Utopia if they can afford it, but when 
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they are living beyond their means Britain is entitled to suggest a curtailment of expenditure, 

especially where her own business interests are affected.’147 Keynes cited New Zealand in his 

mid-1939 suggestion that the British Government should stockpile resources, especially those 

of heavy tonnage, from the Empire while the going was good.148 Interestingly, the New Zealand 

Government registered its interest in a scheme whereby skilled labourers, recently furloughed 

from ‘railway workshops’, could be send to Australia to help with the production of 

munitions.149 The Minister for Supply, D. G. Sullivan, explained that New Zealand’s imports 

of manufactured goods for the war was coming almost entirely from Australia, apparently in 

an effort to free up British purchases.150 

 

It was widely reported in Australia that the Keynes plan had been implemented in New 

Zealand.151 In 1941, at the peak of the Australian debate on the Keynes plan, proponents of the 

Keynes plan would repeatedly cite New Zealand’s ‘compulsory loan’ scheme.152 At the same 

time, New Zealand had engaged in major credit expansion to fund the war.153 The Keynes plan 

in New Zealand was enforced in 1940 under the National Security regulations, but such 

compulsion was said to not have been used in 1941 as late as July.154 After Savage’s death, the 

Fraser government (1940-49) reached agreement with the trade unions to fix prices for 
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Adelaide Mail, 2 March 1940, 21; Cairns Post, 4 March 1940, 7; Perth West Australian, 4 March 1940, 11; 
Perth Western Mail, 7 March 1940, 44. 
148 Melbourne Herald, 8 July 1939, 2; Brisbane Telegraph, 8 July 1939, 25; Sydney Sun, 9 July 1939, 1; Sydney 
Morning Herald, 10 July 1939, 8; Melbourne Herald, 10 July 1939, 7; Perth West Australian, 10 July 1939, 11; 
Hobart Mercury, 10 July 1939, 4; Brisbane Courier-Mail, 11 July 1939, 7; Newcastle Sun, 8 July 1939, 10; 
Sydney Sun, 8 July 1939, 5; Adelaide Advertiser, 8 July 1939, 23; Adelaide Advertiser, 11 July 1939, 18. 
149 Sydney Daily Telegraph, 7 July 1940, 5 (1). 
150 Sydney Daily Telegraph, 7 July 1940, 5 (2). 
151 For example, Cairns Post, 22 November 1940, 7; Cairns Post, 20 December 1940, 8. 
152 Cairns Post, “Financial,” 21 February 1941, 1. 
153 Canberra Times, 1 November 1940, 4; Albury Border Morning Mail, 1 November 1940, 3; Wagga Wagga 
Daily Advertiser, 1 November 1940, 2; Burnie Advocate, 1 November 1940, 7; Newcastle Morning Herald and 
Miners’ Advocate, 1 November 1940, 11. 
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‘essential commodities’ and not to fix wages.155 A proposal for ‘maximum income […] fixed 

at £500 a year’ was rejected by the government because it would ‘reduce the taxation yield’.156 

A major problem was clearing meat that was being stockpiled on account of the shipping 

shortage and prioritisation of other goods, so the government began selling meat below market 

price.157 

 

Melanie Oppenheimer explains that early war financing in Canada had been influential over 

Australian policymakers.158 The Canadian Government had introduced a narrow Keynes plan 

that aimed to transition bureaucrats on temporary assignment during the war to post-war 

unemployment. The third King government (1935-48) wanted the armaments industry to 

follow its example, forcing workers to place five percent of their income to be returned as a 

lump sum after the war, ‘thus averting a post-war unemployment crisis’.159 The Governor of 

the Bank of Canada seems to have doubted the seriousness of the Keynes plan.160 The Keynes 

plan in Canada was said to have failed by October 1944, as it caused ‘an adverse effect on 

production, by contributing to absenteeism’.161  

 

The United States 

 

American Keynesians such as Alvin Hansen thought the Keynes plan should not be replicated 

in their country, believing efforts should be directed at managing the economy in preparation 

for the flow of riches. Adam Tooze and Jamie Martin explain that war financing was achieved 

 
155 Melbourne Herald, 15 April 1941, 3. 
156 Melbourne Herald, “Price control in NZ,” 15 April 1941, 3. 
157 Melbourne Age, “Compulsory saving,” 14 June 1941, 20. 
158 Melanie Oppenheimer, “Controlling Civilian Volunteering: Canada and Australia during the Second World 
War,” War & Society 22(2) (2004): 27-50. 
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160 Cairns Post, 6 September 1940, 2. 
161 Brisbane Worker, 9 October 1944, 5 
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largely through federal income tax receipts, accounting for nearly 50 percent of spending.162 

Keynes appears to have been widely known in the United States. An American historian, 

Harvey Pinney, was quoted as blaming Keynes for the debt spiral caused by the New Deal.163 

The Melbourne Age marvelled at Keynes’s fallacious influence over American 

policymakers.164 A letter to the editor criticised the article’s lack of reference to the General 

Theory, ‘which is not only recent, but is in its nature quite revolutionary’.165 During the first 

half of 1939 Keynes proposed an “economic axis” between what would later become the allied 

states. A similar plan, the American Barter Plan, was advanced by the Roosevelt 

administration.166 Douglas Copland explained the contest to Australian readers, elaborating an 

expanded plan involving a credit system with the Federal Reserve.167  

 

There had been some American commentary on the Keynes plan reported in Australia in 1940. 

Oswald Garrison Villard, a founding member of the National Association for the Advancement 

of Colored People (NAACP), believed opposition to the Keynes plan in Britain evinced ‘the 

finest thing in British life, its jealousy of its rights and privileges, is still intact’ though severely 

strained.168 More attention was paid to United States war finance in 1941 as trans-Atlantic war 

became likely. In April, the Roosevelt administration created the Price Administration and 

Civilian Supply in order to fix prices and ‘avoid profiteering and unwarranted price rises, and 

to facilitate an adequate supply and equitable distribution’ as well as ‘the speculative 

 
162 Adam Tooze & Jamie Martin, “The Economics of the War with Nazi Germany,” in Michael Geyer & Adam 
Tooze, eds., Total War: Economy, society & culture, Vol III. of The Cambridge History of the Second World 
War (Cambridge University Press, 2015), 44. 
163 Adelaide Advertiser, 16 March 1939, 16. 
164 Melbourne Age, 22 February 1940, 8. 
165 Melbourne Age, 24 February 1940, 26. 
166 Sydney Morning Herald, 9 May 1939, 8; Perth West Australian, 18 May 1939, 12. 
167 Melbourne Herald, 17 April 1939, 5; Adelaide Advertiser, 17 April 1939, 18; 18 April 1939, 8; Brisbane 
Telegraph, 18 April 1939, 4. 
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accumulation and hoarding of materials’.169 At the same time, agricultural produce was being 

sold to Britain after the United States Government had deliberately purchased at a higher rate 

so as to stimulate growth in the sector.170 Roosevelt was said to be considering the Keynes plan 

in April 1941.171 There were reports at that time of rising industrial unrest from unions seeking 

higher pay and better working conditions; something the administration played down. Under 

the New Deal, parts of American industry were controversially subjected to compulsory 

arbitration. In 1941 this was effectively extended to the war industries through the National 

Labor Defense Mediation Board.172 Unlike elsewhere, the American labour movement seems 

to have been more favourable of the Keynes plan. The American Federation of Labor ‘urged 

[…] for defence workers […] to check inflation and offset decreased defence employment after 

the war’.173 There arose official warnings that ‘the honeymoon of the defence boom was now 

finished, that a long period of higher prices and commodity shortages was imminent’ and that 

the government expressly believed that it must ‘now paint a dark picture of civilian factories 

rendered idle by lack of materials, and explained that civilian factories had hitherto obtained 

materials while the defence industry was preoccupied with tooling up. It was a golden era of 

fat pay envelopes, but the party was now over.’174  

 

 
169 Adelaide Mail, 12 April 1941, 2; Brisbane Sunday Mail, 13 April 1941, 2; Ipswich Queensland Times, 14 
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Support for the Keynes plan was supposedly growing in important circles.175 Yet, the Secretary 

of the Treasury, Henry Morgenthau, had said the economic situation did ‘not increase the 

chances of the introduction of the Keynes compulsory saving plan’.176 A month later, in 

August, Morgenthau went further still: ‘Asked regarding the Keynes compulsory savings 

scheme, he replied that the social security plan was more democratic.’177 Thus, the United 

States took a different route to Britain with regard to war finance. By this time the Menzies 

government granted a subsidy to newspaper proprietors that allowed for more Australian 

content to feature in the United States press, which was seen as an opportunity to influence that 

country.178 The Keynes plan was rejected again by Roosevelt in mid-1942 and then 

unanimously by the Senate Finance Committee in September.179 

 

Nazi Germany 

 

The commonalities between the fascist economics practised in Nazi Germany and those 

espoused by Keynes appeared in contemporary discussion. One of Keynes’s colleagues at 

Cambridge, the economist C. W. Guillebaud, wrote: ‘the Nazis have not worked to a plan based 

on consistent theory, but have dealt with each difficulty as it arose, although they did in fact 

rely largely upon than direct Government stimulation of investment by heavy spending urged 

by such theorists as Keynes […].’180 Keynes believed that Germany would not collapse from 

 
175 Adelaide News, 22 July 1941, 2; Hobart Mercury, 23 July 1941, 3; Perth West Australian, 23 July 1941, 4; 
Perth Daily News, 22 July 1941, 12; Charters Towers Northern Miner, 24 July 1941, 4; Burnie Advocate, 24 
July 1941, 8; Townsville Daily Bulletin, 23 July 1941, 5; Cairns Post, 23 July 1941, 4; Perth Daily News, 28 
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economic mismanagement, including its mounting debt.181 Although financiers had been 

buoyed at the prospect of regime collapse in Germany.182 The Sydney Sun observed: ‘Ever 

since 1933, when Hitler commences his series of unorthodox financial reconstruction 

measures, popular opinion in the Democracies has forecast Germany’s early financial collapse 

[…]. Hitler’s solution of the problem [of low national income] was along the lines advocated 

by progressive economists in Britain and America […].’183 The newspaper thought something 

similar would happen in Australia. 

 

The comparison between the Keynes plan and German war finance served the interests of 

opponents. Compulsory savings was, according to the wild speculations of the Daily News, a 

bridge too far for the people of Germany: ‘Opposition by the German workers has forced the 

Nazi Government to drop a compulsory savings proposal. […] The German workers knew that, 

with inflation inevitable, the “compulsory savings” they drew after the war would be almost 

worthless. […] Travellers coming out of Germany all bring the same story; that the masses are 

growing confident of their own power and of the Nazis’ weaknesses.’184 Keynes’s ‘iron ration 

idea came from Germany, where the Nazis put it into operation in 1936’.185 The Brisbane 

Worker, which would become among the most ferocious anti-Keynesian voices in Australia, 

published an editorial of March 1940 warning readers of the Nazificastion spreading to Britain: 

‘Labor leaders, not only in Great Britain but also in Australia, have pointed to the introduction 

of Nazi methods in national affairs […] The efforts of capitalist economists […] [say] the rich 

and the middle class can pay no more, or very little more, than they are at present paying […]. 

And now we are told that a joint French and British Trade Union Committee is considering the 

 
181 Brisbane Courier-Mail, 3 April 1940, 5. 
182 Perth West Australian, 20 November 1939, 10. 
183 Sydney Sun, 16 May 1940, 4; Newcastle Sun, 17 May 1940, 6. 
184 Sydney Daily News, 4 April 1940, 3. 
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French decrees which stabilise wages, regulate payment for overtime, and abolish the shop 

steward system.’ 186 To the corporate press, however, the harsh economics of Britain’s 1941 

budget were necessary: ‘[No one] will find, or seek to find, a spokesman to voice their criticism 

of the new, drastic measures to finance the most costly war in history […]. Here is the answer 

to the German economists Schacht and Funk.’187 There was merely a contest between two 

equally mad sides: ‘there is a method in war madness, and the method is somehow to raise 

money to keep the madness going until one set of madmen has proved itself to be the more 

efficient butchers, more competent in destruction, so “winning” the war.’188 

 

Conclusion 

 

Australia received Keynesian ideas as well as the debate on those ideas from Britain through 

the intense coverage of the latter’s war finance debate. Indeed, the broad split between capital 

and labour would mark the Australian debate, as Chapter Four will show. The difference, 

however, was the success of Australian labour in persuading the Australian Labor Party to 

oppose the Keynes plan. In Britain, national government brought the debate to a close and the 

Keynes plan was implemented.  The next chapters will show that thought the debate was 

imported, the divisions between capital and labour would be much more pronounced in 

Australia.

 
186 Brisbane Worker, 5 March 1940, 14. 
187 Brisbane Telegraph, 8 April 1941, 3; Melbourne Herald, 8 April 1941, 2; Brisbane Courier-Mail, 9 April 
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Albury Border Morning Mail, 9 April 1941, 3; Kalgoorlie Miner, 9 April 1941, 4; Townsville Daily Bulletin, 9 
April 1941, 5; Mackay Daily Mercury, 9 April 1941, 7; Charters Towers Northern Miner, 9 April 1941, 3; 
Maryborough Chronicle, Wide Bay and Burnett Advertiser, 9 April 1941, 5; Murwillumbah Tweed Daily, 9 
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Age, 14 June 1941, 20. 
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4. The Turn of the Taxation Screw: Australia debates the Keynes 
plan, 1939-40 

 
 

‘An economist may be able to help by indicating the 
alternatives which are open to us; but the choice between 
them must depend on political and human considerations 
about which everyone is entitled to his opinion.’ 
– J. M. Keynes, London Times & Newcastle Sun, 1939 

 
 

The reformation of capitalism known as Keynesianism, which generally benefited 

workers, came to Australia from the United Kingdom. In addition to the ideas of John Maynard 

Keynes, the debate in Britain between capital and labour on the new economics found its way 

to Australian equivalents. This chapter will demonstrate that a debate emerged in Australia 

over the course of 1940, one that was heavily influenced by the British debate. Broadly 

construed, capital and the conservatives engaged in favourable speculation about the 

applicability of the Keynes plan for war finance to Australia, while labour and elements within 

the Australian Labor Party (ALP) came to oppose Keynes and his ideas. The next chapter will 

show that the debate intensified in 1941, culminating in the downfall of two governments and 

the rise of the Curtin government. 

 

The Keynes plan for compulsory savings was highly contentious, spanned the entire continent 

and consumed innumerable column inches, even as paper and ink came increasingly in to short 

supply. Where the British Government represented the political divide, the Australian 

Government plainly – sometimes proudly – reflected the interests of the few. The Keynes plan 

was not officially supported until 1941, yet the Menzies government’s (1939-41) preference 

for compulsory savings became obvious as it engaged in a propaganda campaign and allowed 

the corporate press to make the case. Crucially, for a true history from below, the next two 

chapters are arranged to reflect the debate between competing interests in society, exhibiting 

the ways in which capital and labour influenced each other. The chapter is arranged 
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thematically but proceeds chronologically from the first blush through the revised version of 

the Keynes plan to the point at which it was established as a threat designed to compel voluntary 

savings. 

 

Following the British Labour Party and trades unions, the left in Australia took a position of 

resolute opposition based on a genuine belief in alternative war finance measures, including 

credit creation and taxation. The opposition within unions and the ALP was matched by that 

of communists, although the government’s use of the National Security Act to outlaw the 

Communist Party of Australia and its newspapers in June 1940 concealed this to the extent that 

the number of issues was severely reduced.1 The ban was not lifted until December 1942.2 

Even so, the presence of communists can be read into the extreme interest in Keynes and his 

plan displayed by local newspapers in North Queensland including Cairns, Townsville, 

Mackay, Proserpine, Charters Towers, Rockhampton and Innisfail. This area was the ‘Red 

North’, where the popularity of communism was high among the precarious, politically active, 

waterside workers, meatpackers, railway workers and sugar cane cutters, many of whom were 

Italian migrants and women aligned with Aboriginal and Pacific islands workers and former 

slaves.3 Similarly, in the port town of Burnie in Tasmania’s northwest, there was a fervent anti-

communism in the 1930s as a small band of Launceston communists sought to make political 

 
1 Stuart Macintyre, The Reds: The Communist Party of Australia from origins to illegality (Allen & Unwin, 
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inroads to the local population.4 Other sources of opposition came from agricultural areas, 

where it was feared that lower consumption would result in surpluses, with produce rotting on 

the vine or in storage.5 It must be remembered that as with the Country Party that ‘emerged as 

the voice of some country people’ in the 1920s, the country possessed a diversity of opinion.6  

 

First blush: 1939 

 

Although the political divisions can be read into the coverage of the debate in Britain, it took 

longer for the people to see it as potentially applying to Australia. The Australian Government 

was believed to be in a bind in June 1939, at once unable to find the funds to match its armament 

programme, nor expand credit for fear of necessitating interest rate rises.7 As money began to 

harden there was an understanding that credit expansion by the Commonwealth Bank of 

Australia was offsetting inflation that would otherwise arise from declining export receipts. 

Flux pervaded: ‘the extraordinary conditions of rearmament finance have silenced many of the 

customary controversies about sound finance.’8 It was thought that low interest rates should be 

maintained until ‘full employment had been reached’; a belief ostensibly motivated by 

‘common humanitarianism’.9 The eminent economist Douglas Copland issued a warning: 

It is essential that […] the methods adopted […] have the support of the money market. 

This is all the more important in that the low export prices and Australia’s position of 

 
4 Wasily Joseph Tzaczuk, “Communists and the Great Depression in Tasmania 1930-1935,” (Honours thesis 
submitted at the University of Tasmania, 1976); Macintyre, The Party. 
5 From 1942 there were shortages as the government fed the forces of the United States, a major drought hit in 
1943-44 and for a few years Australia’s ‘principal source of superphosphate’ was lost: Marnie Haig-Muir & 
Roy Hay, “The Economy at War,” in Joan Beaumont, ed., Australia’s War, 1939-45 (Routledge, ebook, 2020); 
Macintyre, Australia’s Boldest Experiment, 165. The fear about access to fresh food caused parts of suburban 
Brisbane to become market gardens, with verges turned to productive use, to an extent that water restrictions 
were imposed and fertiliser rationed for civilian use: Rockhampton Evening News, 20 November 1939, 4; 
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maintaining cheap money and financing an increased borrowing programme. […] The 

objective is a vigorous industrial programme for defence and full employment.10 

As Chapter One explains, Keynesianism was not ignorant of the fundamentals of economics. 

Copland would soon become a key adviser to Menzies and the Prices Commissioner.11 Outside 

the big cities it was reported that ‘a strong section in Melbourne urges a patriotic rather than a 

business rate for the defence loan and […] the suggestion of Mr. J. M. Keynes […] is 

supported’.12 The first doubts about the Keynes plan being adopted in Australia were beginning 

to emerge by October.13 

 

Prices began to rise immediately after the declaration of war with Germany. In searching for a 

culprit, attention rightly turned to the profit motive and greed. Taking the lead, the Minister for 

External Affairs, Frederick Stewart, ‘challenged boot manufacturers to contest his statement 

that many of them had tried to exploit the Government by increasing tender prices for soldiers’ 

boots 40 percent above pre-war levels’.14 The chairman of the Bank of New South Wales 

thought existing policies were ‘not sufficient to prevent private enterprise from using its 

resources in a manner unsuited to war requirements’.15 The Melbourne Herald, conversely, put 

the reader in the shoes of the ‘average wage earner’, ‘[t]he civilian and the housewife’ inclined 

to follow ‘[t]he apostle of war-time thrift […] Mr. J. M. Keynes’.16 Evidently, the inflationary 

situation legitimised Keynesian economics because it place blame on the consumer and 

advocated thrift. 

 

 
10 Melbourne Age, 14 August 1939, 5; Brisbane Telegraph, 15 August 1939, 4; Sydney Morning Herald, 15 
August 1939, 8. 
11 Macintyre, Australia’s Boldest Experiment, 72. 
12 Rockhampton Morning Bulletin, 2 November 1939, 13; Rockhampton Central Queensland Herald, 9 
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On the right, there was an emerging fear of anti-capitalism. As the Sydney Sun cautioned its 

readers in late 1939: ‘even in war we cannot afford to dispense altogether with the economic 

incentive to effort – which a too exclusive financing by taxation would involve. […] There is 

a fatal family resemblance between bureaucracies in Moscow, Berlin, and Whitehall; and we 

must be careful.’17 To some, capitalism was worth pausing if it meant survival. In a letter to 

the editor,  R. A. Clive of Old Beach, Sydney, quoted favourably the British politician, National 

Labour’s Stephen King Hall: ‘We must get accustomed not only to a lower standard of living, 

but to the notion that the profit-making urge, as a spur to economic activity, is dead. Its place 

must be taken by the war service motive […].’18 Clive was connected by marriage to the 

prominent Hughes family of Sydney high society.19 Many of the well-to-do felt that sacrifice 

should be shared across society. To do this, ‘all classes’ would be able to place savings in a 

voluntarily scheme of war savings certificates; an idea advanced in June and one that quickly 

found the support of the de facto treasurer, Percy Spender.20  

 

At this time the experiences of the First World War began to be invoked to justify lower 

consumer spending. For example, the Adelaide News opined, ‘[i]f the experience of the last 

war is repeated, Australians must expect a fairly substantial jump in prices in the first year’.21 

The paper erroneously compared prices of basic food stuffs of October 1939 with the highest 

prices recorded during the last war. There was a piety to the call for greater savings. The readers 

of the Brisbane Courier-Mail were told, ‘nothing but good can result from any scheme that 

induces the public to put by something for the difficult times that probably lie ahead of us’.22 

 
17 Sydney Sun, 30 November 1939, 4. 
18 Hobart Mercury, 10 February 1937, 5. 
19 Sydney University Cricket Club, “Remembering Robert Forrest Hughes,” accessed 20 March 2020, 
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included the noted art critic, Robert Hughes. 
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In the Brisbane Telegraph it seems the real  impediment was the state: ‘The whole idea is 

admirable in its simplicity – perhaps it is too simple for the Government mind […].’23 

 

The Keynes plan did not go unchallenged from the left. It was said the Keynes plan would 

result in ‘greater poverty for the workers during the war, and after it is over, with prices sky-

high, their “compulsory savings” will have depreciated to about half of their original value’; 

‘it will be the workers and middle classes who will be asked to make up the deficits by 

surrendering reduced incomes and living standards’.24 But Keynes still had his uses to the left. 

The Sydney Tribune used Keynes’s words to argue that it was ‘fanciful’ to believe the ‘Price 

Fixing Commission’ was working: ‘In Sydney markets on Friday, the price of fish, potatoes 

and green vegetables soared to new high levels’.25 Although in late 1939 there was something 

of a convergence in which both the government and it opponents agreed that price gouging was 

occurring during the crisis. A crucial difference remained: the former defended workers against 

accusations of over-consumption. 

 

Within the ALP some dismissed the plan’s applicability to Australia. The Melbourne Labor 

Call explained with heavy irony: ‘the idea [of the Keynes plan] is to strike the right 

“minimum.” […] With a little practice people could cut down on food. Instead of buying fresh 

food with their “surplus” […] the wives of basic-wage earners could buy tinned foods. These 

tinned foods would keep for years and years. Then when the war is over basic wage earners 

would have […] a larder full of tinned food (which would feed a basic wage family until the 

next war started!) […] We cannot see many in Australia (except the wealthy) being able to 

save a brass tack let alone being compelled to “save” to pay for the wealthy man’s war!26 

 
23 Brisbane Telegraph, 20 December 1939, 12. 
24 Sydney Tribune, 21 November 1939, 2. 
25 Sydney Tribune, 3 October 1939, 1. 
26 Melbourne Labor Call, 23 November 1939, 7. 
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But, as we will see, the gradual legitimising of the war did not change the essential argument: 

that compulsory savings was about distributing the financial burdens of war. The argument 

would also broaden to include all workers, instead of those on the basic wage. 

 

An early Keynesian politician was the temporary Tasmanian premier, the ALP’s Edmond 

Dwyer-Gray, who advocated the use of credit creation to fund the war. His economics were 

discussed in the Launceston Examiner. In a letter to the editor, W. Morrow, an organiser in the 

Australian Railways Union – who later became an ALP senator – questioned Dwyer-Gray’s 

economic competence.27 The response to this letter reveals the way in which Keynes could 

appeal to the left. There were numerous members of the public who pounced at the opportunity. 

One correspondent employed Keynes to support Dwyer-Gray’s economics: ‘J. M. Keynes, the 

noted economist, states: “There can be no doubt that all deposits are created by the banks.” 

[…] Mr. Dwyer-Gray wishes to obtain the money to finance the war and other national 

expenditure, debt and interest free. More power to him.’28 This use of Keynes’s quote on credit 

creation – drawn from the Encyclopedia Britannica – was popular and would feature in the 

debate on a Keynesian reconstruction, which Chapter Seven discusses. Other correspondents 

followed along similar lines, including exposing the power of the banks in such things as 

interest charges on government borrowing.29 

 

The problem of inflation in Australia was not one that came to occupy great attention until 

1940. At the turn of the new year there was said to be ‘growing interest in Mr. J. M. Keynes’ 

financial scheme’ as a model for Australia.30 The Menzies government had decided that a 

voluntary scheme would be sufficient, with patriotic fervour curbing inflation. The government 

 
27 Launceston Examiner, 17 November 1939, 4. 
28 Launceston Examiner, 25 November 1939, 14. 
29 Ibid. 
30 Rockhampton Central Queensland Herald, 4 January 1940, 13. 
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planned to begin issuing War Savings Certificates in February 1940 targeted at ‘small 

investors’ so as to ‘spread the national debt among every class’.31 Among the earliest to suggest 

the embrace of the Keynes plan in Australia came from the town of Gawler – which was by 

then beginning to become part of Adelaide’s manufacturing north – when the local paper told 

readers that, ‘for the ordinary man the scheme provides the sensible alternative’ to war 

finance.32 The Menzies-supporting Melbourne Age now cast the success of the voluntary 

scheme in terms of societal survival: 

For the great mass of ordinary workaday Australian men and women realise how grim 

is the struggle in which the democracies are engaged, and for humanity’s sake, for the 

Empire’s sake and for Australia’s sake they may confidently be trusted to use the 

opportunity presented by the issue of the war certificates to show their glad willingness 

to do their little but loyal bit.33 

The voluntary equivalent of the Keynes plan could yet work, if only the populace grasped the 

nettle or appreciate the civilisational threat. Yet, at the same time some people foresaw the 

flaw. A letter to the editor in Newcastle dismissed compulsion as inadequate, pointing out the 

‘half-breed’ of Keynesian compulsion: land tax and a ‘direct control over the volume and 

velocity circulation of money’.34 Price controls were never settled economics. The Sydney 

University economist, H. D. Black, criticised the government’s ‘negatively’ construed price 

controls, as ‘[i]t is quite impossible to freeze prices at any arbitrary level by Government 

action’. 35 

 

 
31 Sydney Truth, 21 January 1940, 16. 
32 Gawler Bunyip, 19 January 1940, 4. 
33 Melbourne Age, 15 January 1940, 8; For the support of Menzies by the Age under editor H. A. M. Campbell, 
see Sybil Nolan, “Age” in Bridget Griffen-Foley, ed., A Companion to the Australian Media (Australian 
Scholarly Publishing, ebook, 2014); Stuart Sayers, “Campbell, Sir Harold Alfred Maurice (1892-1959),” 
Australian Dictionary of Biography (1993), https://adb.anu.edu.au/biography/campbell-sir-harold-alfred-
maurice-9681. 
34 Newcastle Sun, 12 January 1940, 6. 
35 Sydney Morning Herald, 27 January 1940, 17. 
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Off and running: February to May 

 

The opposition to compulsory savings arrived in earnest in February 1940. The impetus was 

the conservative Mair government (1939-41) in New South Wales, which was reported to be 

considering the adoption of the Keynes plan. Although the state government made no 

commitment, the existence of a report confirmed that all options were being ‘explored 

exhaustively’.36 The former conservative premier, Bertram “Tubby” Stevens, warned the war 

would bring dire shortages, even seeing the discontinuation of newspapers because of supply 

troubles with Canadian paper.37 (Stevens was a proto-Keynesian premier who lost office 

because of a failure to balance the budget.38) Within days Premier Alexander Mair was forced 

to deny any plans for compulsion, stating inter alia that the Keynes plan ‘was designed to apply 

to Great Britain where the economic structure differs from ours in many fundamental 

respects’.39 But the debate was off and running. 

 

The communist Sydney Tribune attacked Keynes as a ‘capitalist class economist’ but an 

ineffectual one: ‘Trade union leaders correctly see in this scheme a cunning method of forcing 

the workers to pay for the war […] under the cloak of “Compulsory Savings.”’40 There was 

‘unanimous condemnation’ from people connected to the ALP and within the unions.41 ‘Labor 

men unanimously condemned the Keynes Plan’, including Walter Evans, general secretary of 

NSW branch, who said the ‘proposal represents another effort to make the workers carry the 

 
36 Melbourne Herald, 8 February 1940, 2; Sydney Sun, 8 February 1940, 2; Newcastle Sun, 8 February 1940, 1; 
Adelaide Mail, 10 February 1940, 3; Sydney Sun, 11 February 1940, 11; Maryborough Chronicle, Wide Bay 
and Burnett Advertiser, 12 February 1940, 7; Grafton Daily Examiner, 12 February 1940, 4; Townsville Daily 
Bulletin, 12 February 1940, 3; Mackay Daily Mercury, 12 February 1940, 6. 
37 Sydney Smith’s Weekly, 10 February 1940, 3. 
38 Alex Millmow, The Power of Economic Ideas: The origins of Keynesian macroeconomic management in 
interwar Australia, 1929-39 (ANU Press, 2010), 227, 229-31. 
39 Newcastle Morning Herald and Miners’ Advocate, 13 February 1940, 7. 
40 Sydney Tribune, 16 February 1940, 2. 
41 Hobart Mercury, 14 February 1940, 3. 
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main burden of the war’.42 Robert King, the Secretary of the Labour Council, continued along 

this line, saying, ‘I don’t know how the Government is to get the money because the great bulk 

of the workers don’t receive enough money to more than exist from week to week’. 43 Lloyd 

Ross, who was then secretary of the Railways Union, declared: ‘We are opposed to the plan 

because it means a reduction in the standard of living of the people who are unable to bear it.’44  

 

The Perth Westralian Worker, which would become one of the main anti-Keynes proponents, 

published its first editorial on the matter, writing that capital was as ever engaged in ‘self-

preservation’: ‘That the Keynes plan is now receiving support that was absent when it was first 

suggested is evidence that the financiers can see in it a means by which their interests can be 

conserved at the expense of wage-earners […]. The worker will not even be given the choice 

of being robbed by inflation or by a compulsory seizing of a portion of his wages.’45 The 

editorial was reproduced by the Melbourne Labor Call.46 The support of the banks, even before 

the Keynes plan was changed, fed the suspicions of the left. On the Fraser Coast there appeared 

a pseudonymous letter to the editor defending the stance of the workers, who had suffered 

through the last war, and comparing compulsory savings to ‘Hitler’s “Joy through Strength” 

[sic] movement [Kraft durch Freude/strength through joy] and other welfare schemes’ 

designed to protect ‘big monopolies’.47  

 

While much of the strong reaction came from the left there was hesitancy from non-radical 

quarters as well. The secretary of the Taxpayers’ Association, J. M. White, said compulsion 

‘might not be objected to if devoted to war purposes, but he thought it would establish a 

 
42 Ibid. 
43 Ibid. 
44 Newcastle Sun, 14 February 1940, 4. 
45 Perth Westralian Worker, 16 February 1940, 2. 
46 Melbourne Labor Call, 29 February 1940, 3. 
47 Maryborough Chronicle, Wide Bay and Burnett Advertiser, 14 February 1940, 11. 
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dangerous precedent if used to carry on ordinary Government activities’.48 In the wheat farming 

region of Forbes the plan was described as a ‘conscription of wealth’.49 Notably, there were 

few supporters who declared their support publicly, much like the ‘leading Sydney economist, 

who chose to remain anonymous’. 50 This pusillanimity attracted the scorn of Hobart Mercury: 

‘Little surprise can be felt that the “leading Sydney economist” who gave the scheme his 

blessing, prefers to remain anonymous […]’.51 The Hobart Voice questioned the Mercury’s 

cynicism, if not its opposition to the Keynes plan.52 Notably, the Voice was a union paper edited 

by the ALP’s Dwyer-Gray. 

 

The kite flying of the New South Wales Government had consequences for the Commonwealth 

Government. As one letter to the editor warned, ‘[w]ith regard to the forced loan of wages 

under Professor Keynes’s plan, the Federal Government would be well advised to give it a 

wide berth, if they don’t wish to invite complete destruction at the next Federal elections. The 

trouble is that these professors imagine the people will stand anything’.53 Indeed, J. K. Gifford, 

an economist at the University of Queensland, exhibited this occupational hazard in the 

Brisbane Courier-Mail: ‘The [Keynes] plan was objected to in the first place because the 

British community did not realise how heavy taxation would have to be to win the war, and 

there was a widespread unwillingness among wage earners to submit to any lowering of the 

standard of comfort […].’54 To the expert mind, the Keynes plan was what the people would 

want had they an understanding of economics. However, another academic economist, R. C. 

Mills, a professor of economics at the University of Sydney, was more sanguine, saying the 

 
48 Hobart Mercury, 14 February 1940, 3. 
49 Forbes Advocate, 6 February 1940, 1. 
50 Hobart Mercury, 14 February 1940, 3. 
51 Hobart Mercury, 15 February 1940, 3. 
52 Hobart Voice, 24 February 1940, 8. 
53 Newcastle Sun, 17 February 1940, 6. 
54 Brisbane Courier-Mail, 9 February 1940, 17. 
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debate was beneficial if only it ‘disturbs that fatal complacency which leads down the path of 

least resistance to the unsought goal of inflation’.55 If the purpose of the debate was to scare 

the Australian people, it would certainly make them angry. 

 

The Menzies government made it plain that the Keynes plan would not be introduced. In fact, 

leaks from within the Commonwealth bureaucracy indicated that it would not even permit the 

introduction of the plan by a state government, as it would ‘encroach[] on a Federal field’.56  

Instead, the government would introduce ‘a voluntary war savings scheme under which a wage 

earner can make his contribution to the war effort and preserve his living standard’; implying, 

of course, that compulsory savings would reduce living standards.57 Spender assured people 

that whatever measures needed had to happen immediately and ‘not shifted by ingenious 

financial devices to the future’ even if the voluntary scheme was ‘similar to the Keynes 

scheme’.58 A further leak revealed that compulsion was being considered as a reserve plan 

should voluntarism fail, as ‘the taxation method would, it is believed, be much less popular 

[…] and would present political difficulties to any government which attempted it’.59  

 

Alternative schemes were debated, but none appealed to the government or to capital in the 

same way as savings. A columnist in rural Western Australia – in a widely reproduced piece –

opined, half-seriously that ‘an alternative to the compulsory savings scheme proposed by the 

 
55 Sydney Sun, 11 February 1940, 11. 
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58 Rockhampton Morning Bulletin, 23 February 1940, 8; Rockhampton Central Queensland Herald, 29 
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eminent economist, Mr. J. M. Keynes, for financing the war’ would be to maximise economic 

hardship in the short term to inflict lessons.60 Aggressive rationing was ruled out by the 

government, especially as it pertained to petrol. It was reported that ‘motorists, motoring 

organisations and the motoring trade generally’ had expressed to Stewart their opposition, 

believing that consumers would be unfairly treated.61 Another alternative deflationary 

mechanism suggested was price fixing. Donald E. Copping, a registered doctor in the Western 

Australian town of Collie, thought increased price fixing would work, remarking that ‘Mr. 

Keynes has a funny scheme for compelling people to hand back their increased wages to the 

government […] (Wasn’t that one of Hitler’s tricks?)’.62 The editor of the Perth West 

Australian was compelled to respond to Copping’s letter, writing that inflation could be 

rectified by ‘an increase in the quantity of goods’ which would not possible in Britain once 

trade routes were disrupted.63 Notably, there were worries expressed early in the war about the 

availability of merchant ships, not for supplying Britain so much as ensuring the passage of 

exports.64 Whatever their frustrations, the Cairns Post believed labour understood that ‘the 

confiscation of wealth’ and permitting inflation were self-defeating notions and that without 

dictatorial powers, price controls would not work.65 

 

A more favourable view was to be found in Melbourne among the male and female civic 

leaders interviewed by the Melbourne Herald, which was politically aligned with the Menzies 
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Producer and Morawa and District Advertiser, 1 March 1940, 2. 
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government. The group included the President of the Melbourne Rotary Club, the President of 

the Australian Women’s National League and the President of the National Council of Women. 

The consensus view or ‘general recipes were: For men, business as usual and devotion to their 

jobs; for women, work for the Red Cross and Comforts Funds’.66 (Notably, for this latter class 

of contribution tax deductions had recently become available.67) The President of the 

Housewives’ Association, ‘Mrs. John Downing’, ‘further offered’ support for the Keynes 

plan.68 

 

The most notable feature of the debate in March 1940 was the Perth Westralian Worker barrage 

against compulsory savings. The paper was a publication of the West Australian ALP, which 

had been edited by John Curtin, from 1917-28, after he was brought across from Victoria to 

bring the paper into line with moderate party politics.69 Each week the Westralian Worker 

challenged one aspect of the Keynes plan. It began by questioning the legitimacy of expert 

opinion: ‘Whatever Big Business, acting on the advice of “economic experts” […] will be done 

for the express purpose of keeping the framework of capitalism intact during the war period 

and the post-war boom and slump. […] Mr. Keynes gave his plan to the world through the 

London “Times,” in which paper he has been followed by a banker named Brand […] 

Germany, says Mr. Brand, has solved the problem of reducing working-class consumption in 

order to produce arms by holding down the increase of spending power by […] direct and 

indirect taxes on wage-earners. Evidently that which is good enough for Hitler is good enough 

for this banker.’70 The experts were not to be trusted because their fortunes rose and fell with 
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those of the government and, in turn, capital. The paper then challenged the false choice 

between the Keynes plan and high taxation, reminding readers: ‘War intensifies every issue in 

Labor’s struggle, and the Labor analysis of social, economic, and financial problems cannot be 

abandoned for the purpose of enabling Capitalism to survive the strain of war […] Capitalist 

planning can exist only on a basis of Fascism. Labor attitude in respect of paying for the war 

must be unrelenting opposition to every attack on living standards and steadfast opposition to 

that section of the community which, in war and in peace, shows no regard for democracy 

when profits and privilege are at stake.’71 In the following week the paper attacked the basis of 

Keynes’s post-bellum repayment of wages as ensuring ‘the war can be financed without a 

fundamental change in the basis of the economic system’.72 The underlying concern of the 

Westralian Worker seems to have been the as-yet-undeclared position of the ALP. A prominent 

union representative, Gordon Crane, explained that labour opinion to the Keynes plan lay in its 

existing opposition to wage taxation in 1939. To Crane’s mind, the Keynes plan was just a 

‘sugar coated’ version of taxation on low incomes typical of ‘this Liberal economist’ who was 

wary of the working class.73 Crane thought he sensed a shift in the politics, even divining the 

demise of the Menzies government. 

The press of North Queensland, but also other areas outside Brisbane, took much interest in 

the Keynes plan. Compulsory savings was essential to the survival of Australia and the British 

Empire, though ‘it will never be popular’.74 Elsewhere, the rural press treated the Keynes plan 

with contempt. In the town of Forbes, located in the grain cropping side of New South Wales’ 

Central West region, it was said that any attempt to introduce compulsory savings would be 

 
71 Perth Westralian Worker, 8 March 1940, 2. 
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73 Daily News, 12 March 1940, 4. Keynes also grounded his position in economic theory, however, as he 
believed fixing wages would ‘cause violent fluctuations of employment and prices’; a position that may have 
been influenced by his observations of the Australian system in the early 1930s: Keith Hancock, Australian 
Wage Policy: Infancy and adolescence (University of Adelaide Press, 2013), 690. 
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‘political suicide’, that ‘there will be a yell of indignation which will rend the heavens’, 

especially in light of the hypocrisy that ‘large profits’ were being made on ‘the Sydney Stock 

Exchange’ and ‘Big Business’ was circumventing the blockade of Germany.75 Old wounds had 

been reopened in the West Australian wheatbelt. An editorial in a local paper compared Keynes 

and his plan to Otto Niemeyer – an economist on the Court of Directors of the Bank of England 

–  and the ‘impoverishing’ Premiers’ Plan: ‘The suggestion […] should be sufficient to jolt the 

complacency if those who have a bank balance on deposit at the Bank – particularly wage-

earners who are striving to set aside a proportion of their earnings against the future.’76 Of 

course, the policymakers behind the Premiers’ Plan did not provide recoupment and certainly 

did not go as far as Keynes to entice or assuage the fears of the masses. 

 

As ever, letters to the editor around the country arrived in sacks. A pseudonymous letter to the 

editor on the Fraser Coast explained the apparent contradiction in socialists opposing 

compulsory savings: ‘Certainly the Russian worker supports the Red Army by taxes and this 

is compulsion’.77 In Grafton, which had a mixed economy based on mining and livestock, an 

anonymous letter raised credit creation through the Commonwealth Bank as an alternative to 

Keynesian compulsion.78 In Orange it was said that trade union opposition was merely 

reflective of vested interest and should be ignored.79 A pseudonymous resident of Hobart 

jokingly wrote that ‘[i]t struck me when I read of the [Keynes] scheme that something of the 

kind would be useful in peace-time’ to help them save.80 More seriously, Cyril Norwood, the 

former headmaster of Harrow, had warned Tasmanian education officials the network of 
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independent (private) schools would probably collapse as a protracted war robbed the wealthy 

of disposable income.81 

 

Rural and regional centres were not without proponents of the Keynes plan for compulsory 

saving. In Lismore it was said ‘sections of the community are eagerly examining Keynes’s 

revised scheme, which includes new section safeguarding workers’ interest and preventing too 

great sacrifices by the poorer classes’.82 In the industrial port of Burnie in Tasmania’s 

northwest, the chastened Advocate called for the ‘urgent’ attention of its readers to save ‘the 

Empire’: ‘All important to this end is the controlling of the rates of interest, for if money 

becomes dear then all the efforts at controlling costs will be like the vain labours of Mrs. 

Partington with her mop […] It will call for sacrifice, the putting off of the intended holiday or 

the purchase of a new car, or outlay in other directions that is not essential.’83 In the northeast 

of the apple isle, the Launceston Examiner published a similar view, writing that the Keynes 

plan ‘is an ingenious, quite an intriguing plan’ although one that was ‘evidently well ahead of 

public opinion in Britain’; a sentiment echoed by the Newcastle Sun.84 

 

The arrival of the published version of the Keynes’s plan on 4 April 1940 was itself 

newsworthy replete with ominous headlines, including ‘Big Burden for Middle Class’.85 The 

Sydney Daily News, a New South Wales ALP publication, put compulsory savings in the 

context of recent history:  

“Guns before butter!” […] UAP politicians and their propagandists poured all their 

scorn upon that Fascist slogan […] It is a different story to-day. […] And economist J. 
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M. Keynes waves a magic wand and produces from his bag of tricks the “ingenious” 

scheme of “compulsory savings.” […] Will the workers of Australia join hands with 

their comrades of England in demanding that the “things for which we are fighting” are 

made sacrosanct at home? Or will they capitulate to the propaganda of the Spenders 

and Menzies that “big sacrifices” must be made to make guns for British Imperialism? 

[…].86 

The left increasingly saw Keynes as serving the fascist encroachment within Australia. 

 

In the country the debate carried on. Some columnists turned their attention to assuaging the 

fears of workers. In one southeast Queensland farming town a photograph of Keynes appeared 

with a salubrious caption: ‘British economic expert, who recently pronounced a scheme […] 

safeguarding workers’ interest and preventing too great sacrifices by the poorer classes.’87 

Another paper reproduced a British opinion piece that suggested seized income be returned to 

workers at a ‘premium’ as, surely, what workers really feared was a poor rate of return.88 The 

Burnie Advocate suggested the Keynes plan be amended so that wartime profiteers were 

suitably targeted because ‘it would be anomalous to penalize the masses while allowing the 

privileged few to escape lightly, and more anomalous still to allow them to reap big profits 

from the nation’s agony’.89 At this time the Menzies government sought to make the Keynes 

plan appear less severe. The Department of Information placed opinion pieces in rural papers 

in New South Wales and Victoria in communities where hostility to compulsion had been 

pronounced. Each provided details of the revised Keynes plan, introducing it as ‘[t]he plan for 

compulsory savings […] [which] has caused widest controversy not only among politicians 
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and financial experts, but among those whom it would affect most – the people themselves’.90 

Only two of the newspapers declared it as government content (the Echuca Riverine Herald 

and the Bathurst National Advocate). 

 

The opening of the second session of the Fifteenth Parliament on 17 April gave the compulsory 

savings debate a second wind. It was ‘the object […] of Parliament’, so explained Governor-

General, the Earl of Gowrie, to Parliament, to meet the costs of war, while the government was 

committed to avoiding ‘the evils of monetary inflation, since it imposes unjust and inequitable 

financial burdens […] and would lead inevitably […] [to] post-war depression’.91 And, in true 

Keynesian spirit, the Menzies government did so while also committing itself to ‘preserving 

and extending employment’ and to ‘prevent[ing] industrial retrogression’.92 (This would come 

at the price of ensuring ‘industrial peace’, such as targetting ‘a relatively small but intensely 

active body of Communists’ who ‘exercise an influence out of all proportion to their 

numbers’.93) Responding to the speech, the Sydney Morning Herald noted that the Keynes plan 

had ‘the merit of focusing attention upon the root problem of war-time finance’.94 When it 

became apparent that higher taxation would be announced by the government in early May, 

the paper warned its readership: ‘drastic action, both in Australia and in Great Britain, will be 

softened by the extent to which the public anticipates the calls of the Government by voluntarily 

reducing private spending.’95 This was a common threat from the corporate press. Taking up 

Keynes’s warning to the British people, it argued ‘the full implications of the war have not yet 

been fully brought home to the people of Australia, to whom good fortune has allowed a 

 
90 Canberra Times, 15 April 1940, 2; Camperdown Chronicle, 16 April 1940, 1; Echuca Riverine Herald, 16 
April 1940, 1; Albury Border Morning Mail, 17 April 1940, 4; Bathurst National Advocate, 17 April 1940, 3; 
Mackay Daily Mercury, 22 April 1940, 9; Murwillumbah Tweed Daily, 23 April 1940, 3; Shepparton 
Advertiser, 26 April 1940, 6; Grafton Daily Examiner, 26 July 1940, 1. 
91 Commonwealth, Parliamentary Debates, Australian Senate, 17 April 1940, 7 (Governor-General). 
92 Ibid., 6. 
93 Ibid., 8. 
94 Sydney Morning Herald, 18 April 1940, 8. 
95 Sydney Morning Herald, 25 April 1940, 6. 



 
156 

breathing-space in which to make their preparations, but now the demands are beginning to 

multiply’.96 The Herald believed there was a civic duty on the part of individual consumers 

and employers.97 The moralistic liberal notion that workers are consumers making constant 

choices is a very familiar fallacy to present day readers, one that overlooks questions of agency 

and the availability of information, which was coming into increasingly short supply from 

wartime government. 

 

Another Sydney paper, the Daily Telegraph, portrayed an air of patriotic sacrifice. It was 

concerned the Menzies government – in the same way Keynes was of the Chamberlain 

government – would ‘asked too little from a people willing to pay out more’: ‘Hitler […] is 

now to learn that a nation of “decedent democrats” – Napoleon’s nation of shopkeepers – can 

be as tough behind the lines as they are in front […] Public reaction to [Spender’s] warnings 

has been quiet; the signs are that Australia is ready to accept the inevitable without fussing.’98 

The Canberra Times agreed, although the view was phrased more expressly as a need for 

‘greater effort’.99 The Perth West Australian thought the question was open: ‘How will 

Australians respond to a similar call [for voluntary contributions] which must come very 

soon?’100 Conversely, the Sydney Sun adopted the logic of numerous farming communities that 

saw any attempt to curtail spending was self-defeating for all concerned, noting: ‘On bread 

made from imported wheat, the Englishman spreads imported butter. He wears socks made of 

imported wool, shoes manufactured from imported hides […].’101 Meanwhile, the Melbourne 

Herald explained to its readers that Keynes had examined the five possible war finance options, 

dividing them into those that were feasible (compulsory saving, price rises or higher taxation) 
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and those that were illusory (rationing and anti-profiteering).102 Of compulsory saving it wrote, 

‘The plan is so novel and its implications so great that it is naturally being approached with 

caution from both halves of the economic system’.103 

 

Torleiv Hytten, a professor of economics at the University of Tasmania and the person charged 

with managing the Bank of New South Wales’s propaganda unit (on £1,650 per annum), 

thought some of Keynes’s work relied on ‘little more than guesses’ and that he ‘seems to 

exaggerate the amount of inflation likely to take place’.104 Nevertheless, Hytten believed the 

Keynes plan met the chase set by Geoffrey Crowther, the editor of the Economist, who wrote: 

‘The present war will not be won on any playing fields, at Eton or elsewhere, but in the mines 

and workshops of a thousand grimy industrial towns.’ 105 But in the next installment Hytten 

reasoned that compulsion was unnecessary for Australia, but nevertheless argued: ‘We have 

been occupying some of this middle ground, but the war is bringing us closer to the system 

devised by the people we rightly look upon as objectionable.’106 Notably, Hytten had been a 

unionist influenced by Marxism before he had been indoctrinated into academic economics, 

after which he become an advocate the Premiers’ plan and an energetic opponent of 

nationalising the private banks.107 
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Spender delivered a financial statement on 2 May updating the budget of September and 

Supplementary Financial Statement of November, but, more significantly, pre-empting the 

1940 budget. The government’s intention was to state, categorically, its intention to impose 

heavy taxation from mid-1941 through new company taxes, increases in estate, land and sales 

taxes and a 50 percent increase in income tax on middle-class earners without children. 

According to Spender, taxation was the only equitable option remaining given price controls 

were expected to fail, bank credit was becoming irresponsible and War Savings Certificate 

contributions had proven insufficient.108 On his words, talk of compulsory savings quietened, 

although murmurs of and interest in the Keynes plan persisted. 

 

In some quarters of Sydney the Acting Treasurer’s announcement was ridiculed. The Sydney 

Daily News noted the dexterous way in which the government had avoided taxing ‘the lower-

paid workers’ and lampooned the ‘leading figures in the commercial world’ who were ‘deeply 

shocked at the extent to which it hits them’ through ‘tears in their voices’.109 The editorial 

questioned the government’s commitment to the equality of sacrifice with the ironic words of 

Anatole France: ‘The law in its majestic quality punished the poor and the rich alike for 

sleeping under bridges or stealing a loaf of bread.’110 Other leftwing papers attacked the Keynes 

plan, stating a preference for ‘direct taxation’ on those ‘better able to bear it’.111 Elsewhere, 

there remained curiosity about compulsory saving. For example, W. K. McConnell of the 

Sound Finance League of Australia lectured at the Henry George Club, Daking House, on the 
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topic of ‘Keynes’s economic outlook’.112 (The League had been established in 1933 by the 

Bank of New South Wales for the purpose of influencing public debate.113) 

 

The new ALP MP John Dedman delivered his first speech to Parliament impromptu on 19 

April in response to the Governor-General’s speech, although it was not reported in the ALP 

press until May. Dedman offered backhanded praise of the government for having embraced 

full employment policy, ‘which has been advocated by the Australian Labor Party for a good 

many years’.114 (Hansard refined Dedman to say ‘at least ten years’.115) He suggested the 

government take up another war finance suggestion by ‘[t]hat very great economist, John 

Maynard Keynes’.116 Dedman sought to position the ALP as the party of full employment 

planning, foreshadowing the embrace discussed in Chapter Seven. The Keynes plan remained 

symbolic of the class struggle ongoing in wartime, with the accumulation of wealth the 

concealed objective so long as ‘the Spenders are in charge of Budgets’.117  

 

Some proponents of compulsory savings cast their support of the Keynes plan in class terms. 

For example, in the town of Ouyen in Victoria’s northwest the debate over war finance was 

likened to the issue of conscription of soldiers: ‘The result is that the burden of soldiership falls 

on the more enlightened and patriotic classes, the very people we can least afford to lose; and 

in our financing of the war, the same classes are bled, while the unpatriotic and sordid-minded 

escape. The present writer […] believes in compulsory soldiership, and compulsory financing 
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of the war.’118 Conscription continued to attract significant opposition within the ALP and 

unions at this time. The Albury Border Morning Mail was critical of British war financing 

pursued by ‘squads of auditors’: ‘Main beneficiaries are Britain’s handful of millionaires, and 

research among the official company file houses in the Strand’s Bush House shows that many 

of the largest individual shareholders are titled folk.’119 Among the beneficiaries was Keynes, 

who was said to be a ‘big holder’ of shares in the Austin Motor Company, which had various 

lucrative war contracts.120 

 

How to Pay for the War continued to receive positive reviews in the cities. It was said to have 

been written by ‘the most brilliant contemporary economist’ and that ‘every Australian should 

read this stimulating and practical essay’.121 Keynes was, assuredly, ‘no crank’ as it was he 

who had ‘discern[ed] future trends’ at the end of the last world war.122 At its heart, Keynes’s 

argument was a proposition: ‘The question for the individual is whether he would prefer to 

become £2 richer by deferment and have no inflation or £1 richer by voluntary savings and 

suffer inflation.’123 Being richer in the post-war period was more appealing as there was an 

inevitability, it was said, to a depression following the war.124 There was growing support for 

compulsory savings within the UAP. An active partisan, S. Allan Johnson of Traralgon, a town 

in the LaTrobe Valley, which had by now begun to industrialise, wrote to the editor of the 

Melbourne Age to complain about rising levels of public debt and the reluctance to tax through 

such measures as the Keynes plan.125 
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Threats: June to July 

 
Support for the introduction of the Keynes plan had gathered momentum by June. The 

conference of Returned Services League (RSL) sub-branches held in Adelaide – ‘one of the 

largest attended on record’ – passed a resolution ‘demand[ing] that the Prime Minister take 

immediate and definite steps to generally conscript the whole of the resources of the 

Commonwealth and for a more vigorous prosecution of the war’.126 The RSL made a direct 

connection between Keynesian compulsion and the desirability of a national government. A 

similar demand was made within the Country Party by a large number of delegates gathered in 

Roma. The Chairman, Alan Campbell – an influential grazier and party apparatchik – roused 

the delegates, saying ‘a maximum effort […] can only be effected by providing for immediate 

authority to conscript industry, wealth and manpower’.127  

 

The pressure to adopt the Keynes plan did not come purely from within. At a gathering of the 

Newcastle Business Men’s Club the Canadian trade commissioner encouraged Australia to 

adopt the Keynes plan as part of a societal embrace of ‘sacrifice and hardship’ in order to match 

German enthusiasm.128 (The position of trade commissioner in 1940 was well established in 

contrast to that of new position of high commissioner.129) The manager of the English, Scottish 

and Australian Bank told guests at the Brisbane luncheon of the Real Estate Institute of 

Queensland that he supported the Keynes plan, although only after the voluntary scheme 
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failed.130 Meanwhile, the Australian Broadcasting Commission in its weekly magazine 

favourably likened the ‘Keynes plan’ to ‘a kind of national money box’.131 

 

The threat of compulsion to spur on voluntary savings had become a feature of the debate. If 

voluntarism failed, the Keynes plan would be introduced in Australia. The government and 

society at large wanted to see War Savings Certificates surge and for volunteerism to succeed, 

at least while the going was good. To this end, ‘Win-the-War’ rallies were staged across 

Australia. In the South Australian industrial port of Whyalla – located within the “iron triangle” 

on the Spencer Gulf –  there was reportedly ‘by far the largest […] public meeting’ convened 

until that point.132 The event had been organised by a committee of over 70 people who felt 

that Whyalla’s population could contribute to the war effort through War Savings Certificates, 

as it had disproportionally seen many unable to serve in the armed forces because of its 

shipbuilding, iron fabrication and ore mining activities. On the night of 4 July at the Whyalla 

Institute ‘more than [£]6,000 in a little over an hour’ was raised as ‘everyone in the hall was 

whipped to enthusiasm’ with rousing speeches and the Citizens’ Band, which played with 

amplifiers ‘rigged up […] [to] broadcast to those outside’.133 The speakers were ALP 

politicians, suitable for this working-class area. As a result of the rally numerous groups were 

formed ‘for purchasing War Savings Certificates’; among them,  St. James’ Lutheran Church 

and a ‘ladies group’ with a ‘membership of 65’.134 At another well-attended Win-the-War rally, 

held in Newcastle, Spender explicitly warned the audience, ‘if the nation responded to it 

wholeheartedly’ and achieved ‘the stabilisation of finance’ there would be no need 

compulsion.135 A. W. Coles, the Lord Mayor of Melbourne, had been something of a firebrand 
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with war planning and staged gargantuan ‘win the war’ rally on 5 June 1940 – attended by 

Menzies – which called for the ‘virtual nationalisation of resources’.136 

 

Agricultural areas came to see compulsory saving as a city-centric plan antithetical to the 

interests of farmers. The Gippsland Times published anonymous opinion which was replicated 

elsewhere in Victoria and further afield.137 It stated: ‘No more foolish advice was ever offered 

[…] than that parrot-like cry of “Reduce your private expenditure.” […].Some wildered women 

have been heard to say that they did not intend buying winter clothes for themselves or the 

children; and some farmers are wondering whether they should get that coil of wire or 

something else which is needed.’138 Whereas other opponents of the Keynes plan appreciated 

the problem of inflation, the author in this case was ignorant of the dangers of spiraling 

inflation. The argument was rebuffed in the industrial port city of Newcastle: ‘there is an 

obvious limit to the number of meals which the most patriotic Australian can consume and the 

number of suits he can wear […]. The figures [of workers employed in munitions 

manufacturing], impressive as they are, appear conservative, when it is remembered that every 

soldier requires several workers to keep him in the field.’139 Where farmers were concerned 

that their produce might not find a market, manufacturers were concerned output was being 

hampered by the movement of labour. 

 

The city-country divide was by no means absolute. There were city dwellers who agreed with 

allowing inflation to run its course. An anonymous economist in the Sydney Daily Telegraph 

gave a good effort, arguing that it ‘would be fatal’ to ‘put the brake on public spending now’ 
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or engage in the ‘“less-spending” propaganda campaign’ of the government: ‘the real reason 

why so many people have recoiled from Mr. Spender’s “less spending” plan is an instinctive 

feeling that in a country so rich in foodstuffs and materials as Australia it is somehow wrong 

that we should not buy if we have the money […]. In the long run (believing, as we must, that 

we will emerge somehow intact from the war) the effect of such a policy would be to increase 

and propagate our secondary industry.’140 In short, the Australian economy was capable of 

adapting to the needs of war. In the Western Australian port city of Bunbury, in the agricultural 

South West region, a July editorial of the South Western Times savaged the government’s war 

finance plan, as well as the idea of compulsory savings, echoing some of the phrases of this 

anonymous economist. The editorial compared the Keynes plan to reduce consumption as akin 

to the Premiers’ Plan, when the paper had allegedly declared: ‘spending power is vital in a 

capitalist system.’141 Although the multiplier, demand stimulus and full employment were 

broadly accepted (and in this case apparently before Keynes himself), the issue was applying 

Keynesian economics in a booming economy in which inflation is rampant. Months later, the 

farmers’ rationale was explained: underlying the fears of deflation were ‘adverse seasonal 

conditions and the effect of greatly contracted overseas markets’, which produced in their 

minds an ‘economic contrast between the effect of increased war work earnings among sections 

of the community’ and the ‘plight’ of farmers. 142 

Inflation was by now, reportedly, nine percent higher from August 1939 to March 1940; a 

figure comparable to that of the United States and South Africa, although well below Britain’s 

31.4 percent.143 This was so despite price fixing of many commodities being enforced from the 
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end of August and the 25 percent drop in the Australian pound against the dollar, which made 

imports significantly more expensive.144 Profits for some corporations were high. The 

Commonwealth Wool and Produce Company recorded a 171 percent increase on 1939 

profits.145 Yet, desperation was not widely displayed in the press at this stage. One notable 

exception was the Burnie Advocate which declared that ‘our civilisation is crashing round our 

heads’ and recommended the Australian trade unions follow the ‘patriotic lead’ of British 

counterparts ‘in abandoning the claim for the 40-hour week’.146 K. S. Isles, a professor of 

economics at the University of Adelaide, opined that the Keynes plan was the only true 

alterative to voluntarism ‘in a country whose economic system is based on freedom of 

enterprise’, as taxation was ‘unjust’ and ‘credit creation – which is, in effect, a forced levy 

surreptitiously imposed on the people in proportion to their holdings of cash […] [would] lead 

to inflation’ once full employment was reached.147 

 

The threat of compulsion seems to have inspired curiosity, if not support, for the Keynes plan. 

North of Goyder’s Line, along the Murray River, the town of Renmark planned for ‘a large 

crowd’ at its Win-the-War rally and ensured ‘all banks will be represented’ to facilitate the 

acquisition of War Savings Certificates.148 Even though the town lies in an agricultural area 

the voluntary scheme was favourably compared to the Keynes plan. Elsewhere, in the 

agricultural town of Harvey in Western Australia’s South West region, the voluntary 

certificates were seen as assisting the government’s fight against Germany and foreign 

interference.149 The Whyalla’s Workers’ Education Association (WEA) registered its interest 

in the Keynes plan, so long as it applied only to wealthier people, as ‘the basic wage with a 
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family has no luxury margin’ and there still existed a ‘considerable body of unemployed’.150 

For a time the WEA was the main educator of mature aged students, especially women, and 

had by the 1940s become preoccupied with providing ‘liberal education for the Protestant 

middle classes’.151 In the town of Lismore, which was dependent on the dairy industry, the 

compulsory savings scheme was portrayed favourably as ‘a section of a campaign to eliminate 

waste— wasteful production and wasteful consumption’.152 Readers of the Northern Star were 

assured that the government’s desired ‘reduction of consumer demand is intended principally 

to operate against manufactured goods’, although all evidence suggested ‘there is yet little 

indication of large-scale reductions’ in the bureaucracy.153 It seems the Keynes plan could be 

tolerated so long as it did not interfere with agricultural producers. While accepting that ‘the 

cost of all wars, ultimately, comes out of the people’s standard of living’, the paper wanted the 

government to ‘avoid creating such gross inequities between sections of the community as will 

give rise to a feeling of social injustice’.154  

 

The government went on the offensive in July. In a speech to the Commercial Travellers’ 

Association, Menzies attacked the ‘armchair’ critics who ‘offer sneering criticism’ in Sydney 

armed with the ‘poisoned arrow of rumour’: ‘Criticism won’t matter a thing in twelve months. 

We have in this city, more than in any other, men who say Australia is not playing its part. 

They compare our efforts with our efforts in the last war. In the last war we had no problem of 

self-defence.’155 Even well before the events of December 1941, the physical threat of the war 

was being felt. The Prime Minister further explained to his audience that ‘by the middle of next 
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year there will be 150,000 persons in Australia engaged in the production of munitions […] In 

the last war, the highest number of persons engaged in munitions making was 2737’.156 If 

Menzies had sought resolution his attempt was instantly frustrated. The next day he was 

mocked in the Daily Telegraph, with one columnist – apparently on the advice of the liftman 

at the GIO Building – stating that he would ‘keep going as usual until I am arrested’ even if 

his purchases made him a ‘disloyal […] quisling cow’ engaged in, as the economist Sydney 

Butlin had suggested, activity that was ‘perilously close to Fifth Column activities’.157 On the 

day of Menzies speech, the general secretary of the New South Wales ALP, Walter Evans, 

called for ‘an Australia-wide campaign’ seeking the resignation of the ‘fascist’ government: ‘It 

will be time enough to talk of industrial conscription when the Prime Minister has assured us 

that the Government has taken the last pound of the war profiteers.’158 The haze of discord over 

Sydney explains why the Premier offered qualified support of Spender’s war finance plan, 

insisting ‘that production capacity released is immediately turned into war production […] that 

unemployment is not caused in industry which could not be diverted into war effort’.159 Mair 

went further still, saying, ‘I think many people would […] like a little more direction on what 

to buy and what not to buy’.160 The Daily Telegraph, having set out the breadth of opposition, 

brought the arguments together in its editorial before reaching the following conclusion: ‘It’s 

no use presenting you with abstract economic arguments, especially as there is still some doubt 

about the whole matter. […] Meanwhile it’s not bad advice to go on living as you have been 

living — until the Government defines the position more clearly.161 
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Days after the various displays of dissention Commonwealth bureaucrats backgrounded 

journalists that Keynesian compulsion would be needed.162 But Spender railed against this 

‘sheer speculation based on nothing’ as there was ‘no just grounds for assuming at present that 

it would be necessary to resort to a compulsory savings scheme’.163 The NSW ALP again 

‘denounced Mr. Spender’s “less spending” propaganda’ describing it as a ‘wholesale policy of 

deflation’, echoing as others had done the phrases of the anonymous economist of June.164 

With regard to the Keynes plan, however, the state secretary exhibited something of a modified 

stance, seemingly suggesting opposition rested on its ‘spread over the entire salary field’.165 

Curtin reportedly said ‘the nation’s assets should be reviewed before encroaching on the wages 

of members of the community who were least able to contribute’ and void ‘an evil far worse 

than that which was apprehended through credit expansion’.166 Outside of the party there was 

stronger rhetoric employed. The general secretary of the ALP (non-Communist), P. J. Keller, 

observed of the present plan that ‘investors […] still appear to have sufficient money to 

maintain brisk investment on the Stock Exchange’. 167 The secretary of the Labor Council of 

NSW, Robert King, commented, ‘[i]t seems that the workers are to be expected not only to 

fight the war, but to pay for it’.168  

Within the ALP, the most ferocious of the Keynes plan antagonists – the Perth Westralian 

Worker – continued to agitate. In the paper’s opinion: 

When the Federal Government calls in its economic and financial experts the wage-

earners need to be on their guard. The Premiers’ Plan, of notorious memory, with its 
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accompanying “Letters to John Smith”, was also the result of investigation by financial 

and economic experts, whose expertness was then revealed in the sensational discovery 

that unless John Smith was forced to receive less our bondholders could not receive 

their full pound of flesh.169 

The letters to John Smith had been published in the Melbourne Herald by L. F. Giblin as an 

attempt to explain the economic calculations being made in response to the Depression.170 But, 

even the rightful suspicion of middle-class economic experts by the Westralian Worker was 

not enough to avoid the admission – based on assumptions adopted by experts – that a 

compulsory savings scheme ‘may have to [be] adopt[ed] to meet the cost of the war’.171 In fact, 

the ‘[Keynes’s] plan goes some way towards meeting the demands of social justice, but, after 

all, it is merely a roundabout way of accomplishing what could be accomplished by strict 

rationing’.172 Such admissions evince the hard-headed appreciation for the realities of 

economics and, to an extent, pre-empt the partial adoption of elements of the Keynes plan by 

the Curtin government. 

 

Favourable views continued to be displayed in cities. One letter to the editor helpfully provides 

us with some of the popular economic views circulating in Newcastle. We see Butlin declaring 

Spender ‘undoubtedly right’ despite ‘not go[ing] far enough’, the economist E. Ronald Walker 

opining that sound finance was needed in war time, but not in peace time, and the American 

journalist Dorothy Thompson, advocating ‘the turning of the whole people into a war machine 

in which the working population from top to bottom is treated and paid like an army’.173 These 
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expert views also appeared in numerous letters in Melbourne.174 The Canberra Times implored 

its readers ‘should spend rationally with a view to maintaining normalcy in the industries and 

services which are essential for Australian prosperity, and he should at the same time lend as 

much as he can to the Government’.175 Stronger still was an editorial of the Sydney Morning 

Herald: ‘Draconian as are the new taxes by all past standards […] Bold innovation may soon 

be called for, possibly on the lines of the imaginative plan put forward at the beginning of the 

war by Mr. Keynes […].’176 According to the Perth West Australian there was no viable 

alternative to the Keynes plan, which ‘mark[s] out the line along which a country with a free 

economy must travel when at war’, although ‘[t]he trades unions do not like it, though they 

will accept the rationing of anything’.177 While it was probable that a capital levy would have 

necessitated liquidation of assets the resulting money on hand could have been snatched 

through taxation. 

 

Stalemate: August & September 

 

The Menzies government launched a second round of rural-focused Keynes plan propaganda 

in August. This time Department of Information propaganda appeared throughout the eastern 

states. The message was that ‘the Federal Government aims to keep this country’s war effort, 

financial and otherwise, on a voluntary basis as far as possible’.178  Readers were assured ‘there 

is a wide margin yet for voluntary effort in Australia’ and offered by Menzies a sly assurance, 

that ‘the Government has never thought of compulsory loans’.179 While the subtext had change, 

losing its threatening nature, there nevertheless remained an escape clause, as the government’s 
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plan would continue ‘assuming’ voluntarism achieved the savings target.180 Most papers chose 

not to identify the Department, including the Cairns Post which reproduced it verbatim as an 

editorial.181 Later, in 1941, the ALP’s Francis Forde would ask the government to confirm 

rumours that it had paid newspapers £80k to publish its own material, to which the government 

said ‘no’.182 

 

To some, the integrity of the Keynes plan remained unimpeached. A meeting of the Young 

Nationalists Organisation resolved that the plan should be adopted in Australia once income 

taxation of the wealthy failed to meet the costs of the war and on the condition that ‘the standard 

of living should be preserved as far as possible by the rationing of particular commodities’.183 

The Young Nationalists were an organisation Menzies had helped to create in the 1920s and it 

held influence within the UAP and, soon, the Liberal Party when it became the Young Liberals. 

The resolution by this influential organisation would haunt the government for in December 

one of ALP’s new members, Arthur Calwell, asked the new Treasurer, Arthur Fadden, in 

Question Time if he knew the YNA – ‘an integral part of the United Australia Party’ – had 

embraced the Keynes plan.184 Fadden would respond: ‘I did not know that such resolutions had 

been passed, but it is very obvious that that organisation is a sensible body, because its requests 

and observations have all been taken into consideration in framing the budget.’185 

 

Keynesian war finance remained anathema within the ALP. The Brisbane Worker warned its 

readers about the ‘extreme measure’ known as the Keynes plan, which would cause an ‘almost 
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as good as a ten percent fall in real wages […] without the labour unrest which such a proposal 

would bring; for the worker, while suffering a severe cut in his standard of living “for the 

duration”, working longer hours and at a greater speed, would be able to look forward to 

blowing it all in style at the end of the war.’186 It was, in the paper’s view, a fascistic plan by 

the ‘capitalist class’, an ‘assault on working-class standards’.187 The only way it could be 

avoided was to ensure ‘the Labor Movement remains free, vigilant, and active’.188 The paper’s 

managing director was the anti-communist Clarrie “Red Terror” Fallon who was for most of 

the war the General-Secretary of the Australian Workers Union (AWU), Queensland state 

secretary of the AWU, Queensland state secretary of the ALP, president of the party’s Federal 

Executive and ALP’s radio 4KQ, as well as a close ally and friend of the Queensland Premier, 

William Forgan Smith.189 The Brisbane Worker was certainly not alone. President of 

Amalgamated Society of Carpenters’ and Joiners, G. M. Dawson, wrote to the editor of the 

Brisbane Telegraph, castigating ‘certain sections of the community for the proposal’ that was 

designed to ‘make the poor pay’ for the war.190 Here, for the first time, we see the emergence 

of the state-difference argument, which would be especially popular in Queensland. Dawson 

argued that workers in Queensland were taxed on the ‘assumption that the wages received 

weekly will be received every week’, as wage workers did not work a regular week for a 

salary.191 

 

Prophetic journeys were made across the country to spread the word of voluntary savings. 

According to a newspaper of the Barossa Valley town of Angaston, a guest speaker at the Win-
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the-War rally in the Victorian town of Kyneton had been the manager of the Bank of Adelaide, 

who had travelled to spread word of the good investment opportunity presented by War Savings 

Certificates: ‘a gilt-edged investment backed by the nation's resources.’192 In Queensland, the 

organising secretary of the War Savings campaign, A. V. Porter, would embark on weeks-long 

driving tours of the regions. Before his journey to the Darling Downs, Porter was gently 

mocked in the press because he was exempted from petrol rationing, which was about to 

commence.193  Yet, Porter’s tours had been a boon for new subscriptions. There was a thirst 

for expert opinion such that saw a ‘senior master in economics at the Adelaide High School’ 

write an opinion piece in various Tasmanian newspapers, in which he explained the economic 

situation and stated it was ‘advisable to adopt some compulsory scheme, with child 

endowment, as suggested by Sir Roger Keynes [sic]’.194 Academic economists continued to 

pressurise the government on the severity of the situation and the need for a Keynesian 

response. For example, Isles attacked the government for having ‘the wrong habit of regarding 

the financing of the war solely in terms of money’, which ‘led to the adoption of methods of 

finance […] harmful to the war effort itself’.195 

 

Facing a constitutional deadline or the prospect of a delayed election, Menzies advised the 

Governor-General in late August to issue the writs. The campaign until election day, 21 

September, produced little to no commentary on Keynes. But the influence of the debate on 

the pitched battle was evident with the major parties positioned according to their 

preoccupations: the government on winning the war, the opposition on reconstruction. 

Exhibited was an early example of the Menziean political style, with the conservatives 

depicting the ALP as unpatriotic in advertisements in flagrant contravention of Menzies who 
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claimed to be ‘mystified’ by the politicisation of the war effort.196 The result of the election 

was the second hung parliament since the Depression. The ALP won the popular vote but not 

enough seats to form government. The election was disastrous for the Menzies government 

because it lost support in wartime, although the electoral shift should not be overstated as in 

the context of the 15 other Federal elections since Federation, both the swing and number of 

seats lost were unremarkable. In gaining the support of two independents to retain office, 

Menzies inadvertently begot the demise of the Coalition in office a year later. 

 

Keynes ascending: October to December 

 

In October, news came of Keynes’s opinion on the situation in Britain. ‘[T]he Empire's 

foremost economist’, who was now a key adviser to the Churchill government, expressed his 

faith in Britain’s ability to cover the cost of the war. ‘Coming not from a politician or a 

businessman, who might have been influenced by a desire to put the best face on things or by 

wishful thinking, but from one of the most eminent, keenest and most critical economists in 

the world, who does not hesitate to record his disagreement with Government actions and 

methods if he thinks fit […] [the news] is of outstanding interest.’197 One optimistic 

commentator mused that ‘Australia appears to be in a more sound position at the end of the 

first year of war than when she entered it’, having not ‘the slightest evidence’ of inflation and 

widespread profitmaking by companies with ‘few exceptions’ and despite persistent 

unemployment, which only proved that Australia was ‘not in top gear’.198 The good news for 

exporters to Britain was, as Keynes and the Australian Government said, that ‘the average 
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weekly loss of shipping during the first year of war did not exceed Britain’s shipbuilding 

capacity’.199  

 

The War Savings campaign was intensified by the government as it raced to account for the 

armaments programme. Spender praised the 14,000 new savings groups that had recently 

registered. To give a sense of the breadth of engagement with the campaign, among the new 

groups in South Australia were the Blyth Public School, Maltina Bakery, Cumberland Bridge 

Club, Barton Tennis Club and the Pinnaroo Methodist Order of Knights.200 Fadden, who would 

soon replace Spender as the Treasurer, registered his concern about nefarious ‘attempts to 

induce purchasers to cash their war savings certificates’ and warned perpetrators ‘that drastic 

action would be taken if wilful attempts to defeat the war savings scheme were discovered’.201 

The war rallies occasionally courted controversy. The Melbourne City Council’s Win-the-War 

rally saw the erection of a dais in Collins Street and a cavalcade replete with anti-aircraft 

canon.202 Such was the fanfare that one resident of Hawthorn wrote to the editor of the Age 

complaining about the ‘perfect bedlam’ created by the rally, which disrupted traffic and caused 

‘a great inconvenience to shopkeepers and customers’.203  

 

There remained a serious problem despite the perceived change in economic fortunes: the 

propensity on the part of trades unions to defend the living standards of workers. The 

Melbourne Australasian opined: ‘Obviously the nation cannot put forth a maximum war effort 

if its labour forces are to be kept on peace-time pursuits at full strength.’204 But not everyone 

agreed that unions were problematic. Sydney Smith’s Weekly – the de facto newspaper of the 
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soldiers – believed it was only natural that labour would bristle at suggestions that it curb its 

raison d’être, asking, ‘[i]s a country more vigorous in the prosecution of war if its people are 

poor?’205 The paper listed variously the need to provide financial reward for increased 

productivity and workhours, the ‘[d]isoccupation’ of factories and ‘idle money’, along with the 

facts of democracy in which ‘the social conscience cannot be dulled’ to support its case before 

concluding, ‘A lot of comfortable Australians don’t know there’s a war on; that is the kind of 

war that is on’.206 The significance here is the implied alignment between the experiences of 

the soldier and the worker in comparison to those of the true deniers of economic reality. 

Curiously, the New South Wales War Savings Committee was comprised of many of the 

newspaper’s key figures, including Frank Packer.207  

 

The old class war did not abate even as the war in western Europe escalated. In Victoria, the 

conservative Dunstan government (1935-43) and ALP opposition battled over the rate of 

welfare for the unemployed. The Victorian Government advocated reducing the rate while 

rejecting the feasibility of full employment policy that was being advocated by the ALP.208 

Interestingly, the Opposition leader, John Cain, was not, however, an adherent of the Keynes 

plan and instead advocated direct taxation.209 Yet, over the western border in South Australia, 

the liberal premier, Thomas Playford, rejected the notion that living standards of white-collar 

workers had to be diminished when he approved a decision of the Board of Industry to increase 

bureaucratic wages. The Board expressed the view that standards of living could only 

justifiably be lowered when ‘all other sections of the community are also being forced to make 
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their appropriate contribution to the cost of carrying on the war’.210  The president of the 

Chamber of Manufactures, F. T. Perry, said he had ‘no comment to make other than that the 

award was a decision of the court and would be accepted’.211 

 

The first of November brought news that the Menzies government was considering a further 

revision of its war finance measures, including the rate of taxation and level of tax relief. To 

Fadden ‘an all-in war effort’ meant accepting such alterations.212 He assured the Australian 

people ‘the expenditure was essential to their security, the sporting instinct and fairmindedness 

of Australians would enable them to accept the position in the right spirit’ seeing increased 

austerity as ‘an insurance premium for national security, the maintenance of liberty and all 

things enjoyed under a democracy’.213 The government would reintroduce the War Time 

Company Profits Taxation Bill, but this time with greater vigour. Evidently, profit making was 

a hard habit to break. Before the Court of Arbitration, during the Basic Wage case of 1940, the 

‘chief advocate for the employers’, A. D. Ellis, based the case against an increase on ‘the theory 

that in wartime we work harder but instead of eating more we fight harder’.214 Key to his 

argument of a collective, apparently classless society, was ‘the Keynes theory of saving’.215 

During Ellis’s submission, Justice Thomas O’Mara – who was a new appointment to the bench 

– reportedly criticised government war financing, saying that ‘efforts up to the present have 

[not] shown any sense of a planned war economy’ and ‘nobody will attempt to justify the lines 

on which the last war was financed [because] [t]here was hardly any attempt to tax the wealthy 
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or to tax excess profits’.216 Other employers to oppose an increase in Basic Wage included the 

Victorian Railways Commission, whose controller of accounts ‘said in evidence that an 

increase of 1/ a week in the basic wage would cost the department £60,000 a year’ whereas 

‘the adjustment sought by the union movement […] would be £780,000’, well beyond its 

‘estimated revenue’.217 In this way Keynes was front and centre of employer efforts to stifle 

the demands of workers. 

 

Ernest Bevin, now the British Secretary of Labour, gave an address at Australia House to 

‘appeal […] to Australian workmen to do their utmost in their production field and to join 

British trade unionists in striking a blow for the freedom of the masses throughout the world’.218 

To this remark, Curtin responded ambiguously: ‘I say to them that: We pledge ourselves to 

establish machinery so that all complaints and grievances may be promptly examined and 

determined. I ask that this machinery, which is for the protection of the workers, should be 

respected by them.’ 219 It was reported that ‘the majority of union leaders’ in Sydney ‘expressed 

agreement with the views of Mr. Bevin’, including the President of the New South Wales 

Trades and Labour Council, J. Hughes, who had said, ‘Australian workers will do all in their 

power to fight for democracy’.220 Notably, there were reservations by some union 

representatives who couched their patriotism in terms of equality of sacrifice. Curtin’s non-

antagonistic approach to dealing with the government played well with the corporate press, 

although he was increasingly seen as being at odds with the left generally.221 
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If this was not the kind of patriotism the Menzies government – and, apparently, the Churchill 

government as well – had in mind, other citizens were perhaps overzealous. The patriotic 

fervour was enough to make one ‘well-known citizen of Sydney’ destroy his war savings 

certificates, ritualistically, in order to make ‘a free gift of £125 a year to the nation’.222 The 

generosity was misplaced, however. The state secretary of the certificates commission 

organisation explained, ‘while the spirit of the gift was greatly appreciated, the proper course 

was to forward the certificates to the Treasury or the Commonwealth Bank for cancellation’ 

since ‘if they were not cancelled they remained a liability on the Commonwealth’.223 Most 

volunteers remained helpful. In the affluent Adelaide suburb of St. Peter’s, an industrious 

‘committee of four local enthusiasts’ was said to have ‘been actively engaged in making contact 

with business and other […] residents with a view of intensifying the War Savings effort in the 

district’.224 Its efforts resulted in creating ‘at least 36 new groups […] before Christmas’.225 

Others advertised their patriotism as well, like the brokers James Croker & Sons in Mackay.226 

Overall, the inflationary situation was steadying as banks began to report slower consumer 

spending.227 

The National Institute for the Blind registered its concern about that the shortage of paper, 

which meant blind readers would be further marginalised from public discourse. Fortunately, 

the Perkins School for the Blind in Massachusetts had released a Panada series of texts in 

braille. Among the latest of its publications to reach Australia was How to Pay for the War.228 

In New South Wales’s southeast and southwest the voluntary scheme continued to make 

inroads. The pastoral city of Goulburn saw three rallies instigated by the local police force, as 
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well as separate funds from the Lord Mayor and Pigeon Club. But the Goulburn Evening Post 

felt this effort underwhelming in light of news from smaller pastoral locations, such as Bega 

and Cootamundra, which had vastly out raised the city, having mislead donors to believe they 

could literally buy spitfires for the air force. The paper remarked, with the faintest trace of 

irony, ‘they must surely earn the approval of Mr. J. M. Keynes because they deprive the givers 

of some of that uncontrolled spending power which he deprecates so much in war time’.229  

 

Contrary to what was being said in Bega, the Sydney Morning Herald evoked Keynes to argue 

that reduced wages and living standards were essential because ‘Council houses cannot be 

converted into aeroplanes or arterial roads into tanks’.230 In North Queensland support for 

compulsory savings continued to be expressed by non-radical papers. It was argued that 

fighting had ‘turned in our favour’ so that ‘pessimism concerning our ability to man the money 

front is as unwarranted as are fears about the far-flung battlefront’.231 But the situation was 

deteriorating: ‘The Canberra situation to-day is bad enough, with Labor threatening to wreck 

the Government unless the taxation proposals are altered to conform to Trades Hall ideas; but 

what is worse is the fact that the electors are so complacent about it all.’232 Evidently, sections 

of society remained unconvinced the government’s voluntary savings scheme could persuade 

workers to part with their earnings.  

 

The banks were the most important dissenters. Robert Gillespie, President of the Bank of New 

South Wales and a former chairman of the fascistic para-military organisation, the Old Guard, 

spoke in express terms about the realities of war finance, acknowledging that ‘the community’s 
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standard of living must […] fall’.233 The Perth Westralian Worker, which also reported 

Gillespie’s words, observed the differing views of Eric Spooner, a recently elected UAP 

member, who told Parliament that ‘the public feared deflation, not inflation’ and wanted 

centralised income taxation collection.234 Deriding the Budget, he argued ‘if any credit 

resources could be used to a safe limit, surely there was never a moment when their use was 

more justifiable’.235 The paper explained this apparent divergence of opinion both practically 

– as ‘he has a seat to hold, whereas Mr. Gillespie has only the dividends of his bank to guard’ 

– and fundamentally: ‘Orthodox capitalism fears public use of public credit above everything, 

while capitalism that is less orthodox believes that there are times when such use is 

justifiable.’236 The paper concluded by invoking the juxtaposition of Shelley: ‘Like the 

Premiers’ Plan, [the Federal Budget] insists upon sacrifices from those whose lives are one 

long sacrifice, and confers privileges upon those who benefit from the sacrifices enforced upon 

the many.’237 

 

The economist Colin Clark told the Brisbane Telegraph that inflation would only become a 

problem in Australia if prices were outgrown by wages. The threshold was ‘the extent 

necessary to divert the right amount of working class and other incomes into the hands of the 

profiteers and thence into the hands of the Treasury, largely in the form of taxes and partly as 

extra voluntary savings by the profiteers’.238 In the New South Welsh town of Scone, noted for 

its thoroughbred horses, the speech of the local Country Party MP, Joe Abbott, was reproduced 

in which he advocated for the Keynes plan as a means of trapping people who sought to avoid 
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taxation through loopholes. To his audience he suggested ‘the Government […] should provide 

itself with a double-barrelled gun, so that if it fails to bring its bird down with the left barrel it 

can then shoot with the right’.239 A member of the audience retorted, ‘a machine gun would be 

needed to bring down some of these birds’.240 

 

Conclusion 

 

The Keynes plan that had been imported from Britain was met with similar division in Australia 

between capital and labour in 1940. Keynes was distrusted because of his attack on wages and 

the support he garnered from capital, particularly finance. As Chapter Three showed, close 

attention was paid to the politics as well as the economics of the Keynes plan. Despite the 

growing hostility throughout the first year of the debate in Australia, there was a degree of 

restraint compared to the second year of the debate. Indeed, there were traces of acceptance of 

compulsory saving among unions and within the ALP, as well as full employment policy. As 

Chapter Five reveals, the opposition to Keynes would become more dichotomous in 1941. 

 

 
239 Scone Advocate, 20 December 1940, 6. 
240 Scone Advocate, 20 December 1940, 6. 



 
183 

5. Half-baked Experts, Antediluvian Bankers & Troglodyte 
Politicians: The demise of the Keynes plan, 1941 
 
 

‘No ruler in the history of the world has ever been able 
to afford a war. They’re not affordable things. No 
prince ever says, “This is my budget; so this is the 
kind of war I can have.” You enter into one and it uses 
up all the money you’ve got, and then it breaks you 
and bankrupts you.’ 
– Hilary Mantel, Wolf Hall (2009) 

 
 

The debate that began in 1939 continued without break to October 1941. This chapter 

will reveal how the debate intensified between capital and labour, before resulting in the 

downfall of the Menzies (1939-41) and Fadden (August-October, 1941) governments and the 

rise of the Curtin government. It will show that without a national government – as was 

effectively undertaken in the United Kingdom – labour was able to gradually persuade the 

Federal Parliamentary Labor Party (FPLP) and shift public opinion away from compulsory 

savings to an alternative war finance agenda of taxation, controls and credit creation. While the 

Leader of the Opposition, John Curtin, was careful to avoid the appearance of undermining a 

general national political unity, he was politically unable to accept the Keynesian management 

of full employment and inflation until later in the war. This chapter will demonstrate that there 

was no popular will for Keynesianism as construed by the Keynes plan for war finance. 

 

As with the last chapter, this chapter continues to reflect the debate as it transpired by enaging 

with available evidence thematically, but chronologically. It will show the resolute opposition 

to the Keynes plan within labour and many within the ALP and the emergence of an official 

FPLP position of opposition, as well as the opposition of the two independents who controlled 

the balance of power in the House of Representatives. The chapter will also discuss the brief 

debate during the 1943 federal election, at which the Coalition advocated the Keynes plan for 
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a final time. Unlike in Britain, the end of the Phoney War, the entrance of the United States 

into the war and the commencement of the Pacific war had not materially changed the leftwing 

perception of war finance. As in Britain, the divergence of opinion was a genuine reflection of 

political differences and the distrust that naturally entails, not the product of communist 

misperceptions or trade unions ‘jealous of hard-won gains’, nor a lackluster ‘patriotic impulse’ 

to realise ‘that sacrifices should not be of blood alone’.1 Rather, through its intense campaign 

to stop the Keynes plan the unions and ALP membership brought about the Curtin government. 

This was so even as war with Japan became likely in the minds of Australian policymakers 

from August 1941; the United States had by then taken punitive economic measures against a 

hostile but non-combatant Japan, ‘dramatically affecting the Japanese economy’.2 The debate 

on war finance may have also contributed to the emergence of the Liberal Party of Australia. 

The ‘Win the war’ voluntary savings campaign was a seen as potent slogan within the United 

Australia Party (UAP) and even inspired a prominent lawyer and friend of Menzies to suggest, 

in 1940, the formation of a new centre-right party.3 

 

Poaching: December to March 

 

The period between the budget of 1940 and the introduction of the Keynes plan in Britain was 

marked by its graduation, as the debate began to become consequential. Fadden handed down 

the budget on 21 November, singing the praises of the voluntary loan schemes, which were 
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‘fully subscribed’, the ‘most gratifying’ public response to the war savings campaign and the 

chastened ‘business world in general’.4 The Treasurer announced that the fall of France in May 

had ‘completely changed’ the situation as commitments under the Australian armaments 

programme ‘more than doubled’.5 In the new period, £50 million would have to be voluntarily 

loaned to the government from the populace with £31 million in increased taxation.6 By the 

government’s calculations, productivity could be improved substantially, sales taxes changed 

and tariffs imposed, but taxation of incomes above £1000 (accounting for 11 percent of total 

incomes) and credit creation were at their limits.7 The war could only really be funded ‘with 

strong support from all classes of the community’, by which Fadden meant those on incomes 

below £400 (70 percent of total incomes) to as low as £150.8 It was, according to the newly 

elected ALP member for Corio, John Dedman, as if Fadden’s ‘voice […] comes from the tomb 

of Adam Smith, whose political economy, especially in regard to finance, is quite as dead as 

Julius Caesar’.9 

 

Within the Australian Council of Trade Unions the budget was met with ‘indignation’ and 

heated divisions, according to an ALP paper.10 A representative of the Australian Timber 

Workers’ Union said, ‘the Trades Hall Council and the labour movement had done nothing’ 

such that ‘the heavy taxation imposed on the workers was the result of Labor’s compromise’.11 

Denis Lovegrove, speaking for the Fibrous Plasters’ Union, said, ‘if the movement was to be 

taken seriously […] it should place a better valuation on its moral values […] by conducting 

the movement’s fight against the budget on the whole incidence of taxation’.12 Lovegrove, a 
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communist turned anti-communist member of the ALP right in the early 1940s, believed the 

ulterior motive of the Menzies government ‘was to get the workers accustomed to a reduced 

standard of living’ through a Keynes plan by stealth.13 The Ballarat Trades Hall Council said 

to applause, ‘[w]hat [workers] wanted was some united action to stop [the budget] and not how 

to accustom themselves to […] capitalism […] [F]or the ACTU […] to ask for tax exemptions 

and other things […] meant nothing more than accommodating the workers to a menace which 

they had been trying to rid themselves of’.14 In the council’s view, leadership was committing 

the same mistakes as the (now defunct) French unions had and as Clement Attlee and Ernest 

Bevin were doing in Britain who ‘after the war was over […] would find themselves where 

they rightfully belonged’.15 

 

Charlie Crofts, an influential moderate and anti-communist who was at this time the Secretary 

of the ACTU, spoke as the representative of the Federated Gas Employees’ Industrial Union.16 

In his assessment, ‘there was too much loose talk about a capitalist war’ because, as the 

deliberations of the ACTU and its successful lobbying of the government evinced, democracy 

still existed.17 To applause, Crofts instructed his audience that ‘[i]nstead of harping too much 

about the war being a capitalist one, we should profit by experiences after the last war and 

prepare for a better system of society than exists to-day’.18  In response, J. Brown of the Ballarat 

Trades Hall ‘said that none could take away from Mr. Crofts the good that he had done in the 

past, but unwittingly he was doing a good deal of harm to the workers’: ‘If this is not a capitalist 

war […] tell me the name of any large enterprise which is showing a loss during this war 
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[…].’19 In closing the debate, James Victor Stout, the Secretary of the Trades Hall, ‘said that 

the way things were going he might even be pleased to find himself in gaol before the war was 

over’; to which a delegate retorted, ‘[t]here is something in that, too’. 20 Accused on insincerity, 

Stout offered a defence – ‘the ACTU and the THC had done everything possible on behalf of 

the workers of Australia’ – and accused the rabblerousers of faux radicalism.21 (Stout would 

soon operate secretly as a Catholic Social Studies Movement collaborator.22) 

  

Unions were not alone in questioning the motives of the Australian Government. Menzies had 

defended profiting making in times of war, saying ‘there is no law to compel a man to sell 

anything at a loss’.23 The prominent newspaperman Claude McKay – feigning an incompetence 

with numbers he likened to Keynes – ridiculed the hypocrisy of this argument in the well-read 

Smith’s Weekly, recalling the Arbitration Court’s suppression of wage growth.24 Within a day 

of the ACTU congress the Court reached in separate judgements a unanimous decision not to 

raise the basic wage, against an application ‘made by the combined unions’, which triggered 

public rebuke by the ALP.25 Curtin said of this decision that it came as ‘a disappointment 

because the general structure of industry and the improvement in productive capacity warranted 

improvement in the living standard’.26 The Chief Judge, George Beeby, who had a volatile 

relationship with the unions and ALP (from whence he came), surveyed the economy and 

concluded that ‘the economic outlook of the Commonwealth was not as good as in the year 
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1936’.27 (The last successful reconsideration of the basic wage occurred in 1937.) One of the 

other judges, Thomas O’Mara, cited Keynes’s concern about inflation and explained that the 

Court believed an increase was merely being ‘adjourned’, not ‘dismissed’.28 The corporate 

press still supposed a choice had to be made between voluntarism and compulsion: ‘In this 

people’s war, duty and self-sacrifice are required, not only of the men of the fighting forces, 

but of every man, woman, and child in Australia, who is capable of […] providing the sinews 

of war.’29 On a classless ‘population basis’, Queenslanders were contributing more than the 

next populations (in descending order): South Australia, Western Australia, Tasmania, New 

South Wales and Victoria.30 The last two states were receiving the largest amounts of 

government spending. 

 

Fadden, who was acting prime minister in February, noted that although ‘Queensland took the 

lead early in the war savings campaign and… kept that lead’, the quota still had to be reached 

by 30 June through a ‘far greater effort’.31 The higher contributions seem to have arisen from 

the level of taxation in Queensland relative to other states. A persistent rumour in Queensland 

was that lower-taxed States would be targeted by the Commonwealth Government, perhaps 

through the Keynes plan.32 Notably, Queensland under William Forgan Smith taxed the higher 

incomes at a higher rate than the other states, while South Australia under Thomas Playford 

taxed the lower incomes more.33 At the same time it was said that the success at gathering 

 
27 Sydney Daily Telegraph, 8 February 1941, 5; Bede Nairn, “Beeby, Sir George Stephenson (1869-1942),” 
Australian Dictionary of Biography (1979), https://adb.anu.edu.au/biography/beeby-sir-george-stephenson-
5183. 
28 Sydney Daily Telegraph, 8 February 1941, 5. 
29 Brisbane Sunday Mail, 2 February 1941, 6. 
30 Ibid. 
31 Brisbane Telegraph, 21 February 1941, 10. 
32 Brisbane Courier-Mail, 15 February 1941, 3; Hobart Mercury, 15 February 1941, 2; Rockhampton Evening 
News, 15 February 1941, 2; Townsville Daily Bulletin, 15 February 1941, 4; Murwillumbah Tweed Daily, 15 
February 1941, 2; Mackay Daily Mercury, 15 February 1941, 7; Ipswich Queensland Times, 15 February 1941, 
8; Maryborough Chronicle, Wide Bay and Burnett Advertiser, 15 February 1941, 5; Warwick Daily News, 15 
February 1941, 7; Cairns Post, 15 February 1941, 4; Rockhampton Morning Bulletin, 15 February 1941, 7. 
33 Sydney Daily Telegraph, 24 March 1941, 8. 
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voluntary contributions in Queensland was ‘very great evidence of the efficiency of the 

organisation and publicity campaign’ in that state.34 The Cairns Post feared that rising taxes 

had become a ‘psychological factor’ preventing ‘many, formerly rich’ from voluntarily 

subscribing to loans and ensuring that ‘either a Keynes or a New Zealand scheme must be 

adopted’. 35 

 

Colin Clark, the Queensland Government economist, explained the three feasible options: 

Britain’s restrictions on production of certain luxury items, the Keynes plan and rationing. This 

latter approach to war finance ‘stops a person spending instead of making him save’ but places 

‘no restriction […] on the purchase of stocks and shares or property or anything not using up 

materials and labour’, thus it would ‘enable people to continue to meet contractual obligations, 

like interest payments’.36 In Clark’s assessment, restricting production may not eventuate in 

Australia – afterall, he noted, ‘women are still able to obtain silk stockings without restriction’ 

– as the government would ‘probably’ pursue better options like ‘compulsory saving or 

rationing of retail purchases’.37 Another economist, E. F. Penrose, thought the imperfect 

Keynes plan was inviable because ‘voluntary loans […] have the grave disadvantage of 

allowing less conscientious persons to continue a higher level of consumption than more 

conscientious persons’.38 Penrose, who worked at the Office of the International Labour 

Organisation, commissioned an edited work in which Keynes revised his plan for a third time, 

contextualising it in relation to other countries. The study was reported to be widely available 

in Australia.39 

 

 
34 Cairns Post, 22 March 1941, 8; Rockhampton Central Queensland Herald, 17 April 1941, 11. 
35 Cairns Post, 21 February 1941, 1. 
36 Brisbane Telegraph, 21 February 1941, 10. 
37 Ibid. 
38 Cairns Post, 22 March 1941, 8; Rockhampton Central Queensland Herald, 17 April 1941, 11. 
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Menzies was overseas in early 1941 on official war business. He dined at the Savoy on the 

night of 13 March in the Pinafore Room with ‘20 men or so’ who had supposedly come to meet 

him, including Keynes and Beveridge.40 (Menzies, along with Keynes, was a member of the 

Other Club which still meets in the Pinafore Room.41) The lengthy debate on war finance had 

sapped the government’s confidence to the point that the National Security Regulations now 

made it a subversive act for ‘any person or persons who undermined public confidence in 

banking or the currency, or who prejudiced any financial measures taken or which shall be 

taken for the effective prosecution of the war’.42 The Citizens’ Rights League objected to the 

new regulation and appealed to Curtin, who responded to the group with an assurance that an 

amendment would be drafted by Evatt and put to the party room. At a meeting of the League 

on 11 March, at Scot’s Church on Collins Street, the Rev. J. T. Lawton told those gathered that 

‘Keynes had challenged the soundness of the accepted financial system’ and ‘that the 

revolution which took place since the war began in the British Parliament could not have taken 

place if public criticism had been suppressed’.43 (Lawton was a noted Presbyterian clergyman 

and Christian Socialist.44) Another speaker, W. H. Sandford, explained that Menzies’ ‘“one-

in-all-in”’ approach to the war was farcical ‘when industrial institutions could pass on the 

burden of heavy taxation while lowering the standards of living for the people as a whole’.45 

 

 
40 Sydney Morning Herald, 14 March 1941, 10; Melbourne Argus, 14 March 1941, 1; Adelaide News, 14 March 
1941, 5; Broken Hill Barrier Miner, 14 March 1941, 3; Perth West Australian, 14 March 1941, 8; Brisbane 
Courier-Mail, 15 March 1941, 4; Darwin Northern Standard, 18 March 1941, 4; Albury Banner Wodonga 
Express and Riverina Stock Journal, 13 June 1941, 7; Shepparton Advertiser, 20 June 1941, 5.  
41 The Savoy, “Pinafore Room,” accessed 26 July 2023, https://www.thesavoylondon.com/event-
spaces/pinafore-room/. 
42 Melbourne Age, 12 March 1941, 10 (1). 
43 Ibid. 
44 Desmond Gibbs, “Lawton, John Thomas (1878-1944),” Australian Dictionary of Biography (1986), 
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In March the war savings campaign in Queensland reached 97,000 members of 3078 war 

savings groups, below the target of 100,000 members and 3500 groups.46 In Perth, a broadcast 

address for the West Australian War Loans and War Savings Certificate Committee heard of 

the dire need to meet the state’s obligations by the deadline of 30 June.47 If the voluntary 

savings campaign was underperforming, there were favourable economics elsewhere. British 

investors had reportedly developed a taste for shares in Australian companies, including BHP.48  

 

Trevor Winchester Swan, a lecturer in economics at the University of Sydney, described the 

economic scene as a ‘paradox’ in which the economy had reached a golden age after having 

narrowly missed a second depression at the end of the 1930s. 

The problem of industrial unrest, with its implications for production in terms of strikes, 

“go-slow” methods, and unwilling work, raises issues which involve a new approach 

to the whole question of social justice and security […] [I]ndustrial unrest will not be 

eliminated until the workers are fully convinced both that their employers are not 

making “a good thing” out of the war and that the war means something to them in 

terms of economic security. The proposed Federal child endowment scheme is a step 

in the right direction, though an inadequate one. Now is the time for the introduction of 

projects for liberal unemployment insurance, health insurance, and even a guaranteed 

“national minimum” of real income. If overtime rates must be taxed, then let them be 

taxed only when every penny has been squeezed from the wealthy […] Whatever the 

solution, here at least is a problem in which the patriot and the social reformer meet on 

common ground.49 

 
46 Brisbane Courier-Mail, 24 March 1941, 3. 
47 Geraldton Guardian and Express, 4 March 1941, 1; Murchison Times and Cue-Big Bell-Reedy Advocate, 8 
March 1941, 1. 
48 Sydney Daily Telegraph, 24 March 1941, 11. 
49 Sydney Daily Telegraph, 24 March 1941, 8. 
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Swan was advancing the very observations that others would begin to make. There was, in 

short, a bargain to be made for the war and post-war reconstruction. 

 

Be British: April to May 

 

The Churchill government adopted the Keynes plan of compulsory savings in the budget of 

April. The near-instant response from the corporate press was to uphold the wartime resolve of 

the British people as an example to Australians.50 It was necessary, so the Perth West Australian 

explained to its readers with careful wording, that ‘healthy living standards be not reduced’ but 

that ‘extra earnings’ be eliminated.51 The editor of the Melbourne Herald admitted that 

‘[r]ationing and anti-profiteering legislation have nowhere been more than partially successful’ 

but, unlike the Keynes plan, taxation would ‘impose the injustice of depriving the wage-earners 

of any benefits from their increased earnings’.52 Notably, the Herald had emerged as a major 

political force in the 1920s under the ownership of the canny Keith Murdoch with the financial 

backing of ‘the Baillieu family with their interests in mining, investment and manufacturing’ 

(embodied in Collins House).53 The pro-Keynes faction that was by now fully formed was 

braced for ‘the batteries of Australian criticism’ of the plan.54 

 

The country press similarly took note of the direction of economic headwinds and the 

prevailing response. Near the New South Wales-Queensland border, in the farming and logging 

town of Kyogle, the local paper reported on the ‘revolution’ undertaken in Britain, which had 

 
50 Melbourne Herald, 8 April 1941, 6; Brisbane Courier-Mail, 9 April 1941, 4; Sydney Morning Herald, 9 April 
1941, 12; Adelaide Advertiser, 9 April 1941, 16. 
51 Perth West Australian, 9 April 1941, 10. 
52 Melbourne Herald, 18 April 1941, 4; Murwillumbah Tweed Daily, 23 April 1941, 4. 
53 McQueen, Social Sketches, 96-7; Sally Young, Paper Emperors: The rise of Australia’s newspaper empires 
(UNSW Press, ebook, 2019). 
54 Hobart Mercury, 16 April 1941, 3. 
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instigated ‘financial burdens greater than any nation has hitherto known’.55 To the north-east, 

in the town of Murwillumbah, it was noted that ‘[t]wo million more people will be liable for 

income tax’.56 As to the question of Australian compulsory savings, the Tweed Daily argued 

that ‘[t]he obvious answer’ was that Menzies, ‘who is at the heart of things’ and had ‘seen for 

himself the devotion and intensity of the British people’s war effort’,  will ‘properly take[] the 

earliest opportunity of saying publicly that the Australian people could and should do 

likewise’.57 In North Queensland, a local paper in Mackay similarly praised the ‘Mother 

Country’ and called for the Keynes plan to be ‘copied’ in Australia.58 The Cairns Post detected 

‘a change has come, and [the Keynes plan] has been officially recognised […]’59 In northwest 

Tasmania at the port of Burnie, the Advocate renewed its advocacy for the Keynes plan with 

gusto, calling it ‘levelling down with a vengeance’ commensurate to the moment, for ‘if the 

war is lost all is lost […] the well-to-do will forfeit their property as well as share with the 

poorest in the loss of liberty’.60 The paper believed the central goal of the Australian 

Government should be the ‘safeguard our foreign exchange’.61 In Kalgoorlie, the British 

Budget was described as ‘remarkable and praiseworthy’ partly because of its inclusion of the 

Keynes plan.62 The Mingenew Irwin Index understood the importance of wage-growth to 

‘people from small to moderate incomes’, but opined that they will ultimately ‘treat the matter 

as philosophically as their kinsmen in the mother country’.63 This paper was circulated in the 

Western Australian electorate of Greenough in the agricultural and pastoral area near Geraldton 

 
55 Kyogle Examiner, 10 April 1941, 6. 
56 Murwillumbah Tweed Daily, 12 April 1941, 2. 
57 Murwillumbah Tweed Daily, 15 April 1941, 2. 
58 Mackay Daily Mercury, 15 April 1941, 4. 
59 Cairns Post, 18 April 1941, 8. 
60 Burnie Advocate, 9 April 1941, 2; Burnie Advocate, 22 April 1941, 2 (1); Burnie Advocate, 22 April 1941, 2 
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61 Burnie Advocate, 9 April 1941, 2. 
62 Kalgoorlie Miner, 22 April 1941, 2. 
63 Mingenew Irwin Index, 19 April 1941, 2. 
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and had been created by the prominent, ALP-aligned independent, John Drew.64 The same 

view was proffered in other towns, including Murchison and the now abandoned mining towns 

of Big Bell and Reedy.65 

 

As a result of the British Budget, the introduction of compulsory savings in Australia was 

commonly described as being inevitable. The exception was Queensland, with its higher taxes 

for the wealthy, where pessimism pervaded in certain quarters.66 The Taxpayers’ Association 

of Queensland warned of ‘inevitable’ higher taxation and pleaded for the Keynes plan.67 The 

finance editor of the Brisbane Courier Mail, David Berry, argued that Australia was ‘still 

lightly taxed for a country at war’ compared to Britain and New Zealand.68  In his view, ‘[t]he 

fairest way to spread the burden seems to be in linking taxes with a scheme of voluntary 

savings’. 69 (This was corrected the next day to mean ‘compulsory savings’.70) 

 

The number of war savings groups and size of membership increased in South Australia. In 

total, there were reportedly 2407 savings groups with 65,390 members by April.71 Among new 

groups to register were ‘Lucindale Win-the-War’ with 153 members and ‘Waite Institute, Soils 

 
64 Perth Western Mail, 5 October 1933, 11; Mary Albertus Bain, “Drew, John Michael (1865-1947),” Australian 
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66 Charters Towers Northern Miner, 14 April 1941, 1; Maryborough Chronicle, Wide Bay and Burnett 
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1930s and 1940s, see Alex Millmow, “A Fabian Paradise or a One-man Show? How the interwar Queensland 
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68 Ibid. 
69 Ibid. 
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71 Adelaide Advertiser, 9 April 1941, 16 (1). 



 
195 

Division, CISR’ with six.72 The interest in the campaign was such that when a man’s war 

savings certificates were discovered before being incinerated it was considered newsworthy.73 

The aggregate total amounts of war savings certificate purchases for each state was reported as 

follows: New South Wales, £7,477,818; Victoria, £5,228,864; Queensland, £3,097,249; South 

Australia, £1,669,246; Western Australia, £1,330,730; Tasmania, £507,963.74 Not everyone in 

society had faith in the voluntarism of the wealthy. The editor of Melbourne’s Labor Call 

suggested the failings of the Libyan campaign were causing those who could afford to 

voluntarily save to begin doubting the soundness of their investment.75 Instead of imposing 

heavy taxation on the middle class and capital, the government had set its heart on eventually 

imposing the Keynes plan.76 Prominent ALP politicians would continue assist the Win-the-

War rallies.77 For example, Doc Evatt joined Billy Hughes and Fadden at a rally. Notably, there 

was applause when Evatt said political parties ‘seemed relegated to the background’ and when 

‘Hughes stated, “We want your money; give it,” there was a spontaneous cry of “Why not 

take?”’ Fadden, meanwhile, said ‘[w]e must be more ruthless than the enemy. Only by a war 

of flame and iron relentlessness would the power of Nazism be broken’.78 

 

Some saw voluntarism as failing as more people greedily sought solutions in taxation or credit 

expansion.79 The Brisbane Courier-Mail recast itself as an advocate for ‘workers’ standard of 

living’ in an attempt to justify its fervent pro-Keynes plan position.80 The reality of this ad hoc 

advocacy on the part of the corporate press was expressed by the Sydney Morning Herald when 

that paper called for ‘a ruthless scrapping of peace-time standards of amusements, clothing, 
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and comfort’: ‘So vast is the mounting total of war costs that a glowing body of opinion favours 

the application of such a plan in Australia, as the surest and most just method of sharing the 

burden.’81 In the minds of the Keynesians, duress was beginning to give way to force. 

 

Underlying the war finance debate were questions about the nature and operation of the 

Commonwealth. Among the most important considerations were the tax disparity among the 

States and Commonwealth funding for state works programmes. This latter consideration 

became pressing in 1941 as the Commonwealth’s war spending increased while the states 

sought to maintain their public works programmes. The tension was evident in public discourse 

as the Loan Council met in 1941. The Australian Loan Council was the forum at which the 

states arranged their borrowing, ‘debts and interest liability’ with the Commonwealth.82 It had 

been erected in the 1920s; the final impetus having been the debt accrued in pursuit of the First 

World War.83 The Menzies government had been forced to allow the states to determine the 

expenditures of works programmes in January because of the four state elections that were to 

be held throughout the year. Without vesting the Commonwealth’s Co-ordinator General of 

Works with final authority over expenditure reviews, some £12 million would be ‘required to 

complete the States’ loan works programme’ over the three months until the end of the fiscal 

year; the total Commonwealth loan being some £30 million.84 The Commonwealth wanted a 

reduction to this amount. The Queensland premier, Forgan Smith, believed his New South 

Wales counterpart (and fellow member of the ALP) William McKell needed ‘greater revenue 

[…] to balance its budget’ and would seek £1 million for its deficit, which would diminish the 

 
81 Sydney Morning Herald, 29 April 1941, 8. 
82 R. S. Gilbert, The Australian Loan Council in Federal Fiscal Adjustments 1890-1965 (ANU Press, 1973), 3. 
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Department of the Parliamentary Library, 18 June 2002; From 1992, this body was known as the Council of 
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funds available for work programmes in other states.85 Unnamed ministers of Victoria’s 

Country Party government, which was under the leadership of Albert Duncan but loosely 

propped up by the ALP, indicated opposition to the proposed cuts and believed it was entitled 

to special favour because of its ‘balanced Budget’.86 Yet, as in other states, the Victorian 

Government had not spent its 1940-41 allocation (of £2 million) and had only recently 

‘classified [works] into essential war undertakings, essential ordinary works, and desirable 

works’.87 Thus, works from new mental hospitals to police stations continued with minimal 

triage. Another state government to base a claim of special favour arising from economically 

prudence was that of South Australia. Its premier, Playford, sought ‘to obtain a fair distribution 

of the remaining loan money’ citing the ‘large’ budget surplus and that the State had received 

a yearly loan ‘smaller than that of any other State’.88 

 

To resolve the money troubles of the governments of Australia many élites once again turned 

to Britain and the Keynes plan. But as officials prepared for the Loan Council gathering of 15 

April, it was reported that ‘State politicians attending the […] meeting […] are, generally 

speaking, unconvinced’.89 Nevertheless, the ‘Queensland State Economist’, Clark, was 

circulating a ‘report showing that for Australia to make an effort comparable with that of the 

overseas belligerents without inflation or a comprehensive and cumbrous scheme of rationing’, 

the Commonwealth would need to resort to ‘the introduction of a system of compulsory 

sayings’.90 In Tasmania, South Australia and Queensland there was speculation ‘that several 

States will suggest […] arrangements for obtaining money in accordance with the Keynes plan 
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of compulsory borrowing’.91 Indeed, ‘informal discussions’ had some newspapers reporting a 

‘strong measure of support from the States’, including ministers and economic advisers’.92 

However, Fadden was not ready to publicly commit the government to compulsory saving or 

even, ostensibly, to consider it.93 Whatever the speculation, the Loan Council agreed ‘without 

exception’ among the states to ‘a last-minute cut in civil expenditure’ which dropped the 

‘works programmes for the remainder of the year’ to £8 million.94 Fadden indicated a decision 

on uniform taxation was outstanding; the opposition of ‘lower-taxed States’ being crucial.95 

The attempt by the ALP premier of Tasmanian, Robert Cosgrove, to pass a resolution advising 

the Commonwealth to ‘make further use of national credit to finance the war and essential 

public works – which had the verbal support of the premiers of other less industrialised states, 

West Australia, South Australia and Queensland – failed.96 

 

Outside the Loan Council, community support for the Keynes plan was expressed by New 

South Wales Taxpayers’ Association. The Secretary, John M. White, said that ‘[i]f it is 

carefully framed and recognises the principle of ability to pay, the scheme is a decided advance 
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over simple increase in taxation’.97 The South Australian equivalent association indicated its 

support for compulsory saving, although the matter was yet to be formally adopted.98 Support 

for the Keynes plan also could be found in the Associated Banks; the other major group that, 

when combined with the Sydney banks, controlled the Australian banking system in the 

1940s.99 Chairman of the Associated Banks in South Australia, O. L. Isaachsen, said, ‘[w]hile 

refusing to comment on the desirability of compulsory saving’, nonetheless was reported to 

have ‘emphasised that individual savings in war loans or war savings certificates were the only 

safeguard available to the country if it desired to avoid the evils of secondary inflation’.100 In 

Isaachsen’s view, ‘[t]he public got used to spending on a lavish scale and came to regard such 

a standard as a right’.101 Isaachsen, who was also the general manager of the Bank of Adelaide, 

had been the bank’s ‘Propaganda Agent’ in the 1930s and greatly assisted industrialisation by 

overseeing the extension of finance to manufacturers and fostering co-operation among 

customers.102 

 

Outright opposition to compulsory savings was expressed at the meeting of the Housewives’ 

Association of Tasmania on 21 April. At the meeting, B. Goggins successfully moved a motion 

for total opposition to the Keynes plan and provided for ‘the abolition of profits from all 

armament industries and the introduction of an excess profits tax on all other industries’.103 
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Later, in 1943, Goggins would be reported as an ‘organiser for the Communist Party’ who had 

left the ALP over its lacklustre reconstruction plans.104 This motion registering ‘strong 

opposition’ made news elsewhere.105 The Association also heard from D. M. Ogilvie, the 

‘representative of housewives on the Price Fixing Committee’, who told those gathered ‘that 

the Deputy Price Fixing Commissioner (Mr. L.C. Johnson) had the authority to check at any 

time all invoices and accounts examine any business firm’s transactions and the profits it was 

making’ as ‘[p]rofits must not exceed those of 1939’.106 Attendees were encouraged to inform 

the Commission if they noticed an ‘increase in the price of any commodity which they did not 

feel was justified’.107 

 

According to Keith Isles, academic economists were in ‘complete agreement that such a policy 

[as the Keynes plan] is desirable’.108 Isles’s belief did not account for legitimate difference of 

opinion, for ‘it is only natural that those members of the public who do not properly understand 

its implications should view it with some misgiving, or even hostility’.109 Isles portrayed for 

his readers a dichotomy between ‘fixed’ income workers and ‘variable’ income workers, with 

the latter gaining by ‘the use of inflationary methods of finance’.110 The economist did not 

single out those workers whose wages were tethered to the basic wage of 1937. Frank Mauldon, 

who was head of Department of Economics at the University of Western Australia but had then 

only recently left the Commonwealth Bureau of Census and Statistics, argued that the adoption 

of the Keynes plan was uncomplicated and would prove an efficient way of reducing ‘non-
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essential consumption’.111 Another view published at the time was that of Allan Ferguson, a 

physics professor at Queen Mary College, University of London, who perceived the problem 

of economic waste in wartime broader than household expenditure.112 According to Ferguson, 

it was wasteful for British households to fill their ‘dustbins’ and ‘municipal refuse dumps’ with 

useful materials at an increasing rate when there was demand for recycling at papermills (which 

imported discarded paper and carboard) and the Yorkshire cloth industry.113 Earle Page, the 

former prime minister and Country Party MP, was concerned about agricultural waste and 

encouraged greater consumption of ‘more lambs, more apples, more honey, and drinking 

Australian wines’ in conjunction with a sales tax for goods. Unsurprisingly, the idea found the 

support of the Graziers’ Association of New South Wales.114  

 

The Brisbane Worker called Keynes a mere ‘instrument of British capitalism – as the 

formulator of plans to reduce workers’ standards so that profits will continue to be amassed’.115 

Quoting a publication of British Labour, the paper explained the self-perpetuating logic of the 

Keynes plan: ‘The shortage of supplies gave the opportunity for an orgy of profiteering […] 

[T]he Government has already cut the “size of the civilian’s cake” by about 15 percent […]. 

Here is a fine opportunity for Mr. Keynes and his followers to say ‘We told you so’ […]. Not 

only in Britain, but throughout the British Empire, the living standards of the people are being 

sharply and deliberately reduced […].’116 Notably, British Labour thought the underlying 
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pressure on ‘British capitalists’ was, increasingly, applied by ‘their American opposite 

numbers’ who were poised to exploit Nazi duress to extract bargains, such as the fire sale of 

British assets in America and the liberalisation of markets within the Empire.117 The suspicions 

of capital and the right ran ever bit as deep as labour and the left. 

 

Yet more evidence of ‘strong opposition to any attempt’ to introduce the Keynes plan was 

displayed at a local meeting of the Trades and Labour Council in Maryborough on the Fraser 

Coast. One unionist, W. Wilson, said, ‘The workers are sending their sons overseas. The big 

man can put in the hard cash’.118 Wilson believed opponents of the Keynes plan should attend 

the June conference of the ACTU prepared for a fight. Another speaker, G. Hunter, said, ‘[t]he 

sooner some move is made to show that the workers are not going to take the next depression, 

as they took the last one, the better it will be for us’.119 Others proposed alternative finance 

plans: ‘Any plan that is sincere must be a plan for common ownership in Australia.’120 But R. 

Kersnovske, the secretary of the Council, warned attendees, ‘[i]f the loan fails, the workers will 

be taxed. The tax should be imposed on capital supplies’.121  

 

The question remained, what war finance plan would Curtin’s ALP pursue? While the lack of 

clarity frustrated elements within the unions it placated others in society, as it was designed to 

do. The Burnie Advocate noted that Curtin, who ‘does not throw verbal bouquets to the UAP 

Government’, had ‘praised the Federal Government for its methods in regard to war finance’.122 

The paper saw Curtin as a moderating influence on the ‘“whole hoggers” who assert that the 

war can be financed without debt through credit creation […] [T]he disciples of Major 
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Douglas’.123 (Douglas credit is discussed in Chapter Seven.) In Curtin’s own words, he was 

‘prepared to accept the Treasurer’s general hypothesis that he has struck a balance between the 

three important sources which are available to the Government for conducting the war’.124 

Another politician was also formulating a war finance plan, one that would prove politically 

consequential. Recently returned from his tour of the United Kingdom, the new independent 

member for the affluent south-eastern Melbourne seat of Henty, Coles, handed the government 

‘23 points’ for financing the war.125 Among them were the Keynes plan and higher taxation on 

sources of wealth. 

 

The Keynes plan was endorsed by the Inter-Church Social Research Council of South 

Australia. A widely reported letter to the editor by the council’s president, Harold Giles, and 

Secretary, E. M. Martin, discussed a resolution passed by the body which called for the Menzies 

government to adopt Keynes’s ‘scheme for compulsory savings’ as detailed in ‘“How to Pay 

for the War’”, including his ‘complimentary measures’.126 A letter in response from a resident 

of the industrial suburb of Cheltenham – a long-time ALP safehold – criticised the council, 

arguing ‘it would be harmful because, not only would it limit the effective demand for 

consumption goods, of which there is a surplus which cannot be shipped away, but would also 

tend to cause industrial strife’.127 According to the writer, the alternative was clear: ‘Should 

any shortage of consumption goods arise, surely such goods should be rationed.’128In the 
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mining town of Broken Hill, which has a close association with Adelaide despite falling on the 

New South Wales side of the border, the poet M. Datson invoked Keynes and Robert Owen to 

accuse the inter-church council of élitism.129  

 

Fadden had started the month of May having said ‘only a fool would close his eyes to the 

situation overseas and would overlook the fact that the war was coming nearer to our own 

shores daily’.130 Some, as in Mount Gambier, expressed faith in the voluntary scheme and the 

opportunity it gave Australians to renew the lessons it ‘taught the World in the last war’, when 

they ‘showed […] what a comparatively small number of people in a great country could do’.131 

By the middle of May the oft-predicted fiscal shortfall looked inevitable. While ‘sales of war 

savings certificates amounted to 82 percent of the objective set by the Commonwealth for 

1940-41’, there remained ‘18 percent’ to gather before the end of June.132 In Cairns it was 

argued that politicians were to blame for popular apathy: ‘Australians, correctly advised and 

soundly and logically led and educated as to their real responsibilities – their national 

obligations – would not wish to do less [than the British people].’133 A resident of the Hunter 

Valley struck a misanthropic note, suggesting that despite the ‘wondrous achievements’ of 

‘Man’, he cannot devise a simple, fool-proof monetary system wherein all could share fairly in 

this cultural heritage of the ages, is to class man as a poor fool unfit to share in what he has 

created’.134 
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The resident suggested ‘the sovereign Government, acting for the sovereign people, create all 

the money (credit) it requires for all its purposes for war and peace’ or that the Keynes plan be 

adopted.135  

 

Side selection: June to July 

 

Capital & the political right 

 

The context created by the corporate and country news was that the Keynes plan was effectively 

already decided upon and all that remained was the question of political support. One side of 

the debate – capital – was ready and willing for the introduction of compulsory saving. As it 

was widely reported in June, the failure of the voluntary loan scheme would necessitate drastic 

action involving ‘some form of the Keynes system’.136 People were reminded that such a plan 

was designed to avoid a situation where ‘nobody is better off and workers increased wages will 

escape, through higher prices and higher profits, partly into taxation and partly into the savings 

of the entrepreneur class’.137 Fadden registered the government’s concern that some 300,000 

workers ‘are outside the present £200 a year Federation tax exemption’ (which was already 

legislated to drop to £150).138 The Keynesian solution was reportedly before the Cabinet with 
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the Treasurer’s support.139 Menzies too was reported to have returned to Australia with ‘full 

information on the extent to which spending on non-essential goods has been limited in Great 

Britain’, including compulsory saving, with a public announcement imminent.140 Essential to 

its successful imposition beyond the support of Cabinet was the ‘good will of the Labor 

party’.141 While the ‘political divisions in the Parliament’ made the decision ‘difficult’, the 

government was understood to have the backing of the Treasury.142  

 

The precise nature of the Keynes plan as applied to Australia was the subject of yet more 

speculation. Heightening expectations was Fadden’s suggestion that uniform taxation was 

needed to balance the disparity between the high taxing states of Queensland and New South 

Wales and the low taxing Victoria and Tasmania.143 Without uniform taxation, the Keynes plan 

would be inequitable.144 Immediately, the proposal was rejected by Premier Cosgrove because 

the ‘people in Tasmania are paying as much now as they can possibly afford’.145 Fadden, who 

was visiting Queensland, was unable to take questions owing to the ‘urgency of his 

business’.146 However, he called speculation on a compulsory saving scheme ‘guesswork’.147 
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However, the opposite message was read into his comments.148 Australia’s scheme was 

apparently to differ from the British and New Zealand schemes in imposing no upper limit on 

high-income contributors, ensuring that all earners would have a post-war ‘nest-egg’.149 The 

plan would ‘extend[] down to incomes as low as £2 a week’ (from £4 a week) which 

‘[e]stimates indicate’ would apply to ‘about 1,500,000 workers, although a ‘big proportion of 

the wage-earners within this field’ is that many ‘are youths and girls without dependants’.150 

The intimate details about Treasury discussions suggests the department was again involved in 

leaking information. If this intervention was designed to complement the government’s own 

manoeuvrings, the leaker had misjudged the target. 

 

The finance editor of the Brisbane Courier, Berry, observed that without ‘the active support of 

the unions to turn all wage-earners into certificate purchasers’, compulsion would fail much 

like voluntarism had.151  In his view, ‘[f]actories now turned to war work and the new munitions 

factories in Australia must have increased the wages of many workers and must have brought 

in a whole new class of wage earner, women included, who are now taxed comparatively 

lightly, measured against a National Government Britain or a Labour-governed New 

Zealand’.152 The finance editor offered sage advice: ‘Company taxation must also be increased, 

because capital should not get rewards denied to labour.’153 The Menzies government wished 
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to have ALP support with Fadden to host ‘important talks’ with Curtin and clear signs that ‘the 

State Premiers at their conference late this month will reject […] uniform taxation’.154 

 

The forces aligned behind the Menzies government maintained the argument as to the practical 

and moral efficacy of compulsory savings. The voluntary scheme had failed to reach its target 

and, if the same sources of funding were maintained for the budgetary year 1941-42, there was 

forecast a shortfall of £60,000,000.155 An editorial of the Melbourne Argus swatted away ‘idle’ 

concerns about ‘either novel or unpalatable’ methods of war finance, stating the ‘economic and 

humanitarian’ justification arose because ‘[most] people find themselves with a surplus over 

and above fundamental sustenance needs’.156 Exactly what form the Australian Keynes plan 

would take remained the subject of speculation. According to the economic adviser to the Bank 

of New South Wales, Torleiv Hytten – who had earlier expressed doubts about the Keynes plan 

(see Chapter Four) – the New Zealand war finance equivalent meant anyone receiving over 

£5000 a year was taxed so heavily they were borrowing money at interest to survive.157 The 

Sydney Daily Telegraph speculated that ‘[p]eople earning between £104 and £208 a year 

would pay no Federal income tax, but only compulsory loans’ with ‘a nominal interest rate’, if 

at all, designed at ‘roping in the wage-earners’ as more had been contributed to the war effort 

‘in loan raising, banks, insurance companies, and other financial institution […] than private 

citizens’.158 
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The Menzies government was reported to have submitted the Budget with the Keynes plan to 

the Advisory War Cabinet so as to gauge the reaction of its ALP members.159 As Parliament 

adjourned there were again reports that ‘many members of the Labor Party are in favour of the 

principles of the Keynes scheme’.160 But the Opposition was not the only obstacle the 

government had to overcome. Whereas one of the two independents on the crossbench wanted 

the Keynes plan implemented, the other announced his opposition. The member for Wimmera, 

Alexander Wilson, on a visit to Adelaide said, the ‘compulsory basis would lend itself to abuses 

and injustices’.161 Instead, Wilson proposed a combination of ‘equitable taxation’ and an 

‘expansion of credit’ as the alternative.162 Since the Budget was presentable, at least behind 

closed doors, any delay or major revision – such as the removal of compulsory savings – was 

thought to pose a two-fold risk: high taxation followed by the collapse of the government.163 

This warning was the first acknowledgement of the seriousness of the political situation. 

 

The corporate press hurried to the defence of the Menzies government. Even though the 

influential British unionist, Holmes, had told Australian unionists of the Keynesian folly, it was 

now reported that he had ‘told a meeting of Melbourne trade union secretaries’ on 1 July that 

British workers ‘are prepared to live on only bread rather than live under Nazism and 

Fascism’.164 According to the Melbourne Argus, the British unions had in fact ‘withdr[awn] 

opposition [to the Keynes plan] when they realised it also controlled war profiteering’.165 The 
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Melbourne Age reported Holmes’s comments differently. Apparently, ‘Labor in England 

rejected the Keynes plan of compulsory saving, but agreed to a scheme of voluntary saving on 

certain conditions’, including a ‘guarantees’ that workers who had saved up to ‘£375 during 

four years of war’ would still be eligible for welfare should they fall on ‘evil times’.166 The 

Perth West Australian had yet another interpretation: that the British unions had passively 

accepted the 1941 Budget without supporting the Keynes plan per se. In the editor’s view, 

‘[t]he Australian trades union movement would be serving the best interests of its country and 

of its members if, instead of pursuing a policy of flat opposition to a proposal which has so 

many obvious merits, it decided to co-operate with the Government in deciding how far, how 

soon, and under what conditions the principles now operating in the United Kingdom can be 

profitably applied to the Australian wartime economy’.167 British Labour was opposed but not 

prepared to destabilise the Churchill government over the matter. The same can essentially the 

be said of Curtin and the Federal ALP until October. 

 

As the Budget fell apart so too did the debate on the Keynes plan. A hint of desperation infused 

the editorial of the Age of 10 July, emploring that there are realities that ‘should be obvious to 

the humblest taxpayer’.168 Wilson’s unreceptiveness to compulsory savings was mocked by the 

Melbourne Herald, which observed of the farmer-turned-politican, ‘Whatever his 

qualifications as an economist, Mr Wilson has not been entrusted with the responsibility of 

financing the war’.169 Similarly, ‘young people’ were singled out for the ‘heedless spending’ 

arisen ‘unexpectedly [with] good money’ while those stood opposed to compulsory saving 

where thought lacking ‘adolescent intelligence and an appreciation for life’s obligations’.170 
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Wilson and ‘some Labor members’ who had questioned compulsion were contradicted by Isles, 

who was now an economic adviser to Menzies.171 When asked about credit expansion as a 

means of war finance, Isles said it was a ‘stupid thing’ to suggest.172 Although he agreed with 

opponents that lower incomes would be reduced as part of the planned scheme and he was 

recommending income seizure ‘starting from, say, £150 a year’.173 Bruce W. McGuffie, a 

footballer and teacher at Norwood Technical High School in Adelaide, asked rhetorically what 

he would tell future students when they likened compulsory saving to the ‘forced loans’ 

imposed by the ‘tyrant […] Charles I’ in the 1620s; a pivotal point before the English Civil 

War.174 When Fred Stacey, the UAP member for Adelaide, made known his consternation at 

Menzies’ decision to appoint new ministers and committee members with increased salaries, 

he found popular support. Two letters to the editor of the Adelaide Advertiser noted the 

hypocrisy of the ‘all-in’ rhetoric of the war; one correspondent thought it undermined the 

supposed need of financial compulsion.175 

 

The debate on war finance pushed the limits of logic more generally as it became clear that 

opinion was shifting against the government. Many adopted religious language, calling 

inflation ‘evil’.176 Some thought the ALP’s failure to support the Keynes plan openly evinced 

of cowardice and having insufficient ‘backbone’ to stand up to ‘childish’ populism.177 It was 

argued that the problem of war finance was really one of human nature: ‘Increased wages in 

turn, since human nature is human nature, tend to encourage free spending, particularly among 

a people who have always been free spenders.’178 Along these lines of argument it was said 
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labour ‘is showing the human weakness of demanding its price’.179 Others reasoned that profit-

making was justified, although the ‘farmer is justly entitled to at least a fair return’, the 

‘naturally’ greedy worker did not understand that there would be ‘little satisfaction in the home 

if it is found that the new £ is not worth 20/- in the stores’.180 What was needed was more 

‘common sense’.181 To Farmers, credit expansion was said to be anathema; a ‘big business’ 

logic akin to ‘[t]he speculative land boom in Melbourne, in the early 90’s of last century, in 

which certain private banks played an important part, placed some of them in a position in 

which they could not honour their notes’.182 ‘Menzies Government is being brought to realise 

the truth of the old adage that finance is government and government finance […]. Thus has 

been brought about one of the most vicious developments of our democratic system, the 

exercise of power divorced from responsibility.’183 

 

Labour and the political left 

 

The other side of the debate – labour – remained unconvinced of the bona fides of the 

Keynesians. The pending failure of the voluntary scheme and latest attempt by the government 

to gauge community reactions to compulsion through the press provoked resistance from 

within the ALP. In a frontpage editorial, the Brisbane Worker attacked the class politics at play: 

‘While Prime Minister Menzies in his best old school tie style is telling the workers of Australia 

to keep a “stiff upper lip”, his offsider, Artie Fadden, is issuing reminders that the Keynes’ 

scheme […] may be part of the budget proposals for the next financial year. [… ] They can still 

drink their champagne, attend gorgeous parties, buy high priced racehorses, and have their 
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usual vacations […].’184 The paper was also afraid that the propaganda would work, warning 

its readers to be wary of the supposed explanations in the corporate press. 

 

The ambiguity of the FPLP’s position on compulsory saving became especially pronounced 

with the announcement by Fadden that the Keynes plan was indeed to come before the Cabinet. 

Writing in Brisbane’s Sunday Mail, Fadden explained that voluntarism is only natural in a 

democracy but when war funds were needed the ‘only alternative is compulsion in some form 

or another’.185 Fadden, as the Member for Darling Downs, had an interest in writing in a major 

Queensland publication. But it was also good politics as the ALP press in Brisbane was one of 

the most vocal opponents of the Keynes plan. Nevertheless, the Worker continued its polemical 

savagery, attacking the government’s ‘army of half-baked expert economists, their 

antediluvian bankers, and their troglodyte political camp followers’ and the ‘Monopoly Press’, 

which ‘in spite of the alleged rationing of newsprint, is never at a loss to find unlimited space 

for the boosting of more or less snide schemes […] long since been familiar in Germany’.186 

Quoting Julian Huxley, the left-wing evolutionary biologist and eugenicist, the paper spoke of 

mass poverty among Britain’s children and working-class mothers and the drop in living 

standards that outpacing territories under German occupation. The element of the Keynes plan 

designed to address this, the family allowance, was ‘estimable’ but ‘pseudo statesmen of the 

Fadden type, and super-imperialists of the Menzies brand’ only intend it as trickery.187 While 

Labor Leaders Bevin, Morrison and Alexander, who are members of Churchill’s 

National Government, have done marvellous work for the Allied cause […] their 

presence […] has also kept loyal, half-starved mouths of the workers silent when they 
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might have valiantly and successfully maintained their living standards and insisted that 

the rich should be made to pay for the war.188 

Like the elements within the ACTU who challenged the leadership, the Brisbane Worker was 

heavily intimating that the ALP leadership should be watched carefully for signs of 

capitulation.189  

 

This ambiguity of the ALP aroused suspicions outside of Brisbane. The federal leadership was 

pressurised within and without the party before Fadden’s announcement. Bill Aylett, a senator 

for Tasmania who had been a coalminer and farmer and was something of an outsider in 

Parliament, rebuked the idea implied by advocates of compulsory saving that the basic wage 

provided more than the ‘bare necessities’.190 In doing so he warned Fadden not to ‘break a link 

in the chain of co-operation from all members of the Opposition and the industrial workers’ by 

forcing the ALP’s support of the Keynes plan.191 On the night of 12 June, the ‘Central ALP 

Council […] decided to ask the Federal Parliamentary Labor Party to oppose any move by the 

Federal Government to introduce the Keynes plan for compulsory saving or any modification 

of that plan’.192 The New South Wales ALP conference, held at Trades Hall, resolved that it 

‘views with alarm the proposals of the Federal Government’ and called ‘upon the Federal Labor 

Party to oppose the proposals vigorously and […] request that the Party demand […] a 100 

percent tax on all war-time profits’.193 An address was given by Bill Holmes, who had been 

president of the British Trades Union Congress in 1940. He reportedly told the 300 or so 

delegates in attendance that the ‘British Labor Movement regarded the Keynes scheme for 
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compulsory saving as ridiculous’.194 Frank Forde, the Federal ALP’s deputy leader, delivered 

a message from Curtin, ill with influenza, to those delegates assembled that deflected attention 

to the increasing power of the private banks over the Commonwealth Bank.195 Numerous union 

representatives, including those from engineering and postal workers in attendance took to the 

stage to attack the prospect of an Australian Keynes plan.196 Many corporate newspapers read 

the entrails of failure for Fadden’s scheming.197 The Sydney Australian Worker, the newspaper 

of the AWU, implored its readers that ‘the workers should lose no time in registering the 

strongest objection to this latest scheme for cutting down the purchasing power of their wage 

incomes’.198  

 

Melbourne’s Labor Call answered suggestions ‘that the Menzies Government may not press 

for such a scheme here if Labor objects!’ by stating that ‘Labor does not believe in wage cuts!’. 

The paper registered its disbelief that ‘anti-Labor wants Australian Laborites to agree to a 

National Government’ because the Melbourne Age had recently recounted stories of largess in 

Britain, showing how ‘“fundamentally remote from the world”’ the upper classes remained 

during the Blitz.199 Understood this way, whether the ALP supported compulsory saving was 

irrelevant as its support was not genuinely sought by capital and the Menzies government. A 

pastoral worker near Mitchell on Queensland’s Western Downs sent a letter to the editor of the 
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Brisbane Worker lauding the paper for its encouragement of opposition to the Keynes plan. 

The labourer asked: ‘What dividends are our soldiers and sailors likely to get if they are lucky 

enough to come home, sound in mind and limb? It is up to every Labor man, no matter what 

his position in life, to raise his voice against this last proposed robbery […].’200 The tension 

between the party’s federal and state iterations and the growing concern within its membership 

was unsustainable. It was plain to many, even in Naracoorte on South Australia’s Limestone 

Coast, that Curtin was hedging.201 

 

There was not universal repulsion within the rank and file of the ALP. For example, the 

Armidale branch heard an addressed from J. P. Benshaw, a lecturer in economics and history 

at New England University College, who praised Keynes as ‘one of the most brilliant 

economists of the world’.202 But most were repulsed, particularly in the unions. On 25 June the 

Launceston Trades Hall Council convened a ‘special meeting’ on the Keynes plan at which 

total opposition was recorded when a vote was carried to ‘condemn any attempt to put into 

effect the Keynes plan’.203 Additionally, the council resolved ‘to initiate a petition, to contain 

the signatures of Launceston unionists and the public, protesting against the plan, and 

suggesting that the Labor Party’s Commonwealth Bank plank be introduced as an 

alternative’.204 W. Morrow reportedly said, ‘[t]he scheme was to rob the workers to pay the 

rich and the idea was to keep the workers in subjection. Australia was paying its bondholders 

more than £1,000,000 a week in interest’.205 This popular feeling spurred local groups of ALP 

members to action. In Adelaide, ‘[a]t a meeting of the Norwood electorate of the ALP […] it 

was resolved that the Federal Parliamentary Labor Party should be asked to make every effort 
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to stop the institution at the suggested modified Keynes plan of compulsory savings because it 

was not in the interests of the people of Australia’.206 

 

After Fadden stated his intentions publicly, the pressure only increased on Curtin to declare his 

opposition. T. G. Davies, who was Acting General Secretary of the Western Australian branch 

of the ALP – and was soon to be elected unopposed to that rôle – wrote in the party-funded 

weekly column in Perth’s Daily News that the ‘Labour's hostility to compulsory savings’ were 

based ‘on economics and equity’.207 Menzies, unlike Fadden, was bellicose. He had earlier 

returned from Britain to be faced, so it was said, in Parliament – including from the treasury 

benches – by ‘a ring of peering, calculating eyes and nothing but chill stares wherever [he] 

went’.208 Now, imbued by his overseas experiences and the Keynes plan within reach, the 

Menziean élan restored, he took to the airwaves. In a radio address of 17 June, the Prime 

Minister said Australians ‘must mortgage the future’, ‘suspend every right we have’ and, from 

midnight, have all ‘agitators […] interned’ with ‘no further warnings given’.209  

 

At separate meetings around Australia, unions passed resolutions decrying ‘the drive towards 

Fascism’ by the Menzies government and urging ‘the Federal Parliamentary Labor Party to 

resist to the utmost any introduction of the Keynes plan’.210 The unions included the Vehicle 

Builders Employees’ Federation, the Port Kembla branch of the Waterside Workers’ 

Federation as well as the New South Wales Trades and Labour Council. At this last meeting 

the Keynes plan was ‘condemned by unanimous vote’.211A member of the Federated Engine 

Drivers’ and Firemen’s Association successful moved a motion demanding the Opposition 
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declare its position on compulsory savings and remember whose interests the ALP was 

supposed to serve.212 The State Secretary of the Australasian Society of Engineers, Frank 

Connors, warned the crowd that ‘as much as 30 percent of a man’s pay’ could be seized, while 

another unionist said compulsory saving ‘would mean good night to the money’ taken.213 

Thomas Wright of the Sheet Metal Workers reminded attendees, ‘It is the business of the 

Trades Union Movement to defend the workers against every kind of attack on living 

wages’.214 Wright was a long-time member of the Communist Party active within the union.215 

As before, the opposition was across the political spectrum of the left. Jack Lang’s paper, 

Century, published his opinion that the Keynes plan was the straight application of Nazi war 

finance and would, if introduced, see the ‘financial system’ brought under state power.216 

In late-June the Federal ALP began to state its position publicly. In the House of Representative 

during two debates on the Supply Bill (No. 1), which was needed to supply the operation of 

government until the budget, an exchange between Members brought the ALP closer to full 

opposition against compulsion. Forde told the House: ‘Throughout history, when the people 

have been asked to make sacrifices the worker has been called upon to bear the major share.’217 

Forde prompted a response from Archie Price, the newly elected UAP member for Boothby. 
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Price was an academic from the affluent seat in Adelaide’s south who held fierce anti-

communist views and followed his father (and Boothby predecessor) in switching from the 

ALP to UAP as a result of the 1931 split.218 He beseeched his colleagues seated opposite to see 

the value of the plan devised by Keynes, ‘possibly the greatest living economist, a man who is 

most impartial and […] almost radical’.219  

 

Price struck a nerve somewhere in Dedman who delivered the following rebuke: 

I consider that [Price’s] remarks should not be allowed to pass without a definite 

declaration that the Labor Party will emphatically resist any attempt to apply the 

[Keynes] plan to Australia. Mr. Keynes is, essentially, a capitalist economist […]. The 

people who label themselves liberal or radical and yet continue to maintain that the 

present system of society should be preserved are a greater danger to the community 

than people of the old conservative type. […] To achieve victory we shall have to resort, 

to a very large degree, to socialism.220 

The definitive rebuke of Keynes and his ideas by an inexperienced backbencher was not widely 

publicised.221 Indeed, even the paper that preproduced a version of his speech, Labor Call, only 

did so a month later (see below). The press accurately reported Forde’s obiter as being ‘rather 

significant of possible Labor opposition’, as opposed to a policy stance. Price was noted for his 

use of supposedly pro-worker publications, such as that of the International Labour Office, as 

he ‘censured opposition members for destructive criticism of Ministers and great industrialists 
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who were working to remedy deficiencies in Australia’s defence, caused by the blindness of 

all political parties’.222  

 

Without a clear position on the Keynes plan speculation persisted. By the end of the month, it 

was said, ‘[d]espite statements against the system in the House of Representatives […] it is 

known that there is a growing body of comparatively silent opinion in the party in favour of 

the scheme’.223 Certainly, as we have seen, the anti-Keynesians were restless; a restlessness 

that extended to post-war reconstruction. Price was later lampooned in the Australian Worker: 

While the workers pay and pay 

How the Tories shout Hooray! 

They’re happy as the little birds 

in Spring! 

But just mention that they’ve got 

To deny themselves a lot –  

Well, that’s an absolutely diff –  

rent thing! 

For according to Doc. Price 

Wealth must never sacrifice 

But has to be protected all the time. 

Aye, it must be coddled much 

Labelled: ‘View, but do not 
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Touch’—  

In fact, to look too hard at it’s 

a crime! 

But, ah, Doctor, you’ll wake up 

For there waits a bitter cup 

For those who value cash before  

men’s blood. 

Soon the masses will demand 

Equal justice in the land — 

And then go-getters all will come  

a thud!224 

It was an ominous sign of the debate on reconstruction. 

 

The Federal Executive of the AWU ‘unanimously adopted a resolution opposing any further 

reduction in the taxation on wage or salary earners until all incomes in excess of a maximum 

figure […] shall be taken by the Government for the purpose of assisting to finance the war’.225 

The AWU advocated price fixing through a tribunal ‘which can effectively control both 

commodity prices and rent’.226 Reporting on this meeting, the Brisbane Worker observed the 

lack of commitment to the war by capital: ‘Not at any time, however, be it noted, did we hear 

that interest rates should be curtailed or abolished, or that there should be a curtailment of war 

profits, except upon strictly business lines.’227 Yet, as the paper noted, the view that certain 

sections of the middle class were profiting from the war while the workers suffered was not 

one held exclusively by the left. When Jim Riordan, an ALP appointee of the Queensland’s 
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Industrial Court, voiced this view he was supported by the Brisbane Courier-Mail. According 

to that paper, ‘Mr. Riordan puts his finger on a problem which influences the whole Australian 

war effort, which affects relationship between capital and labour, and which accounts for much 

of Labor’s suspicion of Federal Government motives’.228  

 

At this time, the Queensland premier, Forgan Smith, argued at the premiers’ conference for a 

state-led taxation plan on wartime corporate profits; a plan he described as ‘a variation of the 

Keynes plan’, involving the seizure of 75 percent of profits made after five percent and 

taxation.229 He explained: ‘Anybody who has had anything to do with recruiting knows quite 

well that one of the difficulties is that young men are invited to give their all while they see 

people all around them living as luxuriously as ever.’230 The Forgan Smith plan was said to 

have been met with ‘widespread support throughout Australia’.231 Conversely, it was the 

Keynes plan that had, ‘[i]n workers’ organisations throughout Australia, and through worker 

publications’ produced ‘strenuous objection’.232 ALP publications thought the answer to the 

war-finance predicament lay in the past. For example, the Perth Westralian Worker opined, 

‘[t]he Fisher Labor Government in the last war laid the foundations of Australia’s greatness, 

and it is Australia’s tragedy that a succession of anti-Labor Governments has undermined these 

foundations and made this war a harvest-time for monopolists’.233 

 

Anti-Keynes planners found an advocate in Dedman, who had in June objected to the Keynes 

plan as a matter of ideology as well as practicality, saying ‘[w]hile the Keynes Plan may have 

had some merit in relation to Great Britain it has no merit whatever in relation to Australia’ 
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because impaired exports meant ‘75 percent of the commodities which the working class 

usually buy are available in greater quantity now than they were before the war’ and ‘the 

purchasing power of the people has [not] increased owing to Government spending for war 

purposes’.234 Dedman believed the Menzies government incapable of serving the interests of 

workers, citing government statistics: ‘57 percent of the money necessary to prosecute the war 

has been obtained from loans, and only three-tenths of 1 percent of the amount expended has 

been obtained in the form of free gifts by the wealthy section of the community […]. The 

Treasurer would not say how much had been contributed by the private trading banks […]’.235 

The moral basis of compulsory savings – that those earning a living in civilian jobs must endure 

sacrifice – was beginning to be reformulated by the ALP but with taxation as the means to 

succeed. 

 

By July 1941, the Federal ALP was displaying open hostility to the Keynes plan. Arthur 

Calwell, another of the party’s emergent figures, ‘endorse[d]’ Dedman’s view, saying  

I hope the Commonwealth Government will not be foolish enough to try and foist the 

Keynes Plan upon the Australian public. Mr. Keynes was one of a group of English 

economists and financiers who signed a letter to the British press in which it was urged 

that Australian securities should be removed from the protection of the British Trustee 

Act […]. At that time, Australian £100 stock was selling at £80 on the English market. 

I believe the price fell as low as £70. In New York, Australian stock fell to an even 

lower figure. By urging that our stock should be removed from the protection of the 

British Trustee Act, Mr. Keynes showed that he was no friend of this country and I shall 

strongly suspect any plan that he may put forward for our acceptance.236 
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Keynes himself had become the object of scorn. 

 

Less notable ALP figures caught on to the anti-Keynesian attack opened by Dedman. The 

Member representing the people of Maronoa in Queensland, Frank Baker Snr., condemned the 

Keynes plan, asking, ‘[h]ow much can the man on the basic wage have taken from him as a 

compulsory loan when he already cannot maintain his wife and children in the face of ever-

rising prices?237 Baker suggested that ‘far more humane avenues of raising money’ could be 

pursued.238 Ned Hanlon, the Queensland health minister (who would become the premier in 

1946), explained the importance of explicit opposition to the Keynes plan: ‘Throwing out 

feelers to see how the public react has become a habit with Treasurer Fadden.’239 In fact, 

Hanlon believed ‘the Keynes plan is not likely to be attempted’ because ‘Fadden has been told 

plainly that this capitalistic scheme […] is “on the nose” with the people of Australia’.240 In 

Adelaide, at the fourteenth annual talk convened by South Australian ‘Labor women’ – which 

had expanded its agenda from ‘81 items as against 40 last year’ –  there were ‘[p]rotests against 

the Keynes plan and other forms of compulsory savings’ and ‘opposition to the Keynes plan 

[…] expressed in several motions’.241 ‘Mrs. P. Taylor’ of the Hackney local committee referred 

to the plan as ‘the most vicious attack ever made upon workers’.242 (The affluent suburb of 

Hackney was – and still is – comprised mostly of the prestigious boys’ school, St. Peter’s 

College, which Essington Lewis had attended.) Earlier, it was noted that the ‘publicity given 

to proposals for compulsory savings’ have ‘aggravate[d] the newsprint shortage’.243 Even so, 
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‘the viewpoint of many wage-earners’ had been marginalised.244  The Sydney Australian 

Worker, however, reasoned that this was the result of alienation, not disinterest because: ‘With 

wages assessed from a basic wage, making provision for the bare essentials of existence only, 

with low marginal rates for skill prescribed, and the definite reluctance of wage fixing tribunals 

to grant marginal increases, to-day's workers are seeking alleviation from economic 

disabilities— not their imposition.’245 The alienation may explain why so many corporate 

papers reported widespread hostility to the Keynes plan. 

 

The editor of the Westralian Worker, accepting Dedman’s argument in its entirety, added that 

inflation in Western Australia had ‘increased hardly at all, and the “adventitious family 

earnings so easily come by under war conditions” are practically unknown’.246 The quotation 

came from the West Australian, which argued that Australia must follow Britain’s April 

budget.247 The editorial had noted the ‘signs of latent Labor hostility’ to compulsory savings.248 

Indeed, the unions had carried the burden of opposition to this point. Yet, there were signs of 

the ferocity tempering. The Westralian Worker printed: ‘The tune-in-with-Britain argument 

has been worked to death in recent years […]. Mr. Keynes knows how badly the economic 

system works, and he appears to have devoted his life to the task of attempting to make it work 

less badly. He has removed himself as far as possible from what he has called the “humbug of 

finance,” but although his motives are not in question, his plan does not inspire.’249 Although 

this rightly acknowledges Keynes’s departure from classical economics, his economics 

remained unappealing. An editorial of the Brisbane Worker – which was supportive Forgan 

Smith’s statist outlook – expressed comfort in the expanding British state: 
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It might even come to pass that a deputation of the Essington Lewises of Broken Hill, 

the “Willie'” Smiths of ACI, the Colin Frazers, the Sir Harold Clapps [of the Victorian 

Railways], and others who are accumulating enormous wealth from Australia’s war 

effort for stockholders will point out to Fadden, through Menzies, that the project of 

the compulsory loans from wage earners might be reconsidered. The suggestion that 

[BHP] should be nationalised and that the affairs of Australian Consolidated Industries 

and similar concerns should be fully investigated, is indignantly resented by all the “big 

gun” capitalists and their paid propagandists; but the clear and certain knowledge that 

in Great Britain, where governmental control is ever so much stricter and on a much 

higher plane than Menzies and Co. ever dreamt of, indicates that Labor’s insistence on 

these very necessary precautions should not be relaxed for one solitary moment […].250  

The problem, however, was that the Keynes plan was part of the Churchillian solution to war 

finance.  

 

More labour councils joined the growing number of opponents. Despite the firm commitment 

to the Keynes plan exhibited by the Burnie Advocate over many months, the local Trades and 

Labour Council resolved to ‘oppose any plan […] to put the Keynes scheme of wages-saving 

into operation’.251 Among the unions in attendance were the AWU, Transport Workers Union, 

Waterside Workers’ Union, FEDFA, AEU and the Printing Industrial Employees’ Union of 

Australia. 252  Days later, the Burnie branch of the AEU passed motions declaring ‘the necessity 

of strongly opposing any arrangement […] to put into operation the Keynes plan of 

conscription of wages’ and demanding ‘the Commonwealth Government immediately exercise 

its sovereign right of control and issue of currency and credit’ so as to finance the war ‘without 
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debt or interest’.253 Notably, his news was reported in Launceston, not Burnie. Following the 

Launceston trade hall council meeting of a month earlier, one pseudonymous commentator in 

Burnie attacked the lack of ‘thrift’ and questioned if workers’ interests were being adequately 

represented.254 It seems the Federal ALP wanted to remain schtum even though more state ALP 

politicians registered disquiet. In the South Australian Legislative Council, Ken Bardolph – a 

Langite member of the ALP who was President of the United Trades and Labor Council of 

South Australia – said his party’s position on the Keynes plan was one of opposition.255 

 

Rural and regional views 

 

Beginning in January, the President of the Australian Nativists’ Association in Mount Gambier, 

on the Southernmost part of the South Australia-Victoria border, stated the local branch’s 

interest in creating community support for the ‘radical’ Keynes plan.256 The President was the 

local MP, John Fletcher; an independent. Fletcher’s intervention was the first of numerous 

attempts to proselytise the Keynes plan despite stiff local disinterest. In June, Fletcher gave a 

speech at the Rechabite Temperance Hall to an audience that, he mused to the reporter in 

attendance, ‘reminded him of election time’ and stated his hope ‘that a Discussion Club would 

be formed’ as a result.257 On the reporter’s count the audience comprised of ten people. 

Unsatisfied, Fletcher gave his speech to the Border Watch to print. Fletcher said, ‘I can claim 

to have made a study of [Keynes’s book] and like our Good Book, the more one reads and 

studies it, the more enlightenment is gained’.258 Wryly, the newspaper included the observation 

about the Keynes plan made by ‘one of SA’s financial experts, “I suppose we will have to come 
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to it”’.259 Fletcher blamed the disinterest in his Keynesian sermons on the poor democratic 

spirit of his community.260 Disappointed by the apathy of the voters, he turned to their children. 

Fletcher offered the headmaster of the local high school ‘either a prize or a shield’ for the 

creation of a new debating competition that would instill the types of discussions he desired.261 

One cause for the disinterest in the Keynes plan was identified in Gawler, north of Adelaide, 

where it was explained that higher taxed states – such as South Australia – would be ‘hit […] 

unduly hard’ by compulsion.262 At the same time, the voluntary scheme was about to fall short 

as it had in other states. The ‘organising secretary of the State War Loan Committee’ explained 

that, although there was a perceived inevitability of Keynesian compulsion, the voluntary 

scheme had not reached its target because ‘there are always some whose main desire is to look 

after their own interests to the exclusion of the interests of their country and fellow-citizens’.263 

 

In regional New South Wales there were mixed reactions to the growing speculation.264 Some 

viewed the Menzies government with suspicion, even if they supported the Keynes plan.265 

Others accepted the government’s bona fides. For example, the Bathurst National Advocate 

asked rhetorically, ‘[h]ow long the old system of financing the war will continue before it 

breaks down and how it will be before the mythical “last shilling” will be disgorged in the lap 

of the gods’?266 Notably, this paper was the local paper in Ben Chifley’s electorate and Chifley 

had replaced his father on its board. An editorial of the Daily Advertiser in Wagga Wagga saw 

no reason for the ALP’s possible opposition to the Keynes plan as ‘surely no substantial 

objection can be raised’ without being ‘wholly unrealistic and un-Australian’.267 In Glen Innes 
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there was a similar call for ‘the sympathy and support of all right-minded Australians’ to be 

directed at the government as it addressed the ‘staggering’ financial troubles brought about by 

war.268 One problem the author noted was how to adequately compensate people who had made 

voluntary contributions once compulsion was employed.269 

 

In Burnie, past rumours of the government considering compulsory saving were seen by the 

Advocate as earnest attempts by ‘Federal Ministers’ to provide ‘us plenty of warning’.270  Here 

too the voluntary scheme was seen to have failed before the 30 June deadline because of ‘many 

thriftless people’ who deserved to have their income cordoned off.271 Apparently, ‘[a]nyone 

visiting any city at the present time must be impressed with the gaiety which is everywhere in 

evidence, and with the amount of money which is being expended upon luxurious living’.272 

The paper was not afraid to apportion guilt, blaming the indulgences of the ‘lowest taxed State’ 

and the Victorian premier, Dunstan. 273 The Advocate conjectured that the boldness of Dustan 

has inspired ‘the less populous and industrially backward States’ like Tasmania to pursue more 

funds in the name of war preparedness and, as a result, forced the Menzies government to fund 

the war through credit expansion’; the solution lay in the ‘uniformity in taxation’.274 

 

To the east of Perth in the town of Northam, which was a strategic railway juncture, the 

Northam Advertiser explain to its readers that the objections of labour and the ALP to the 

Keynes plan were ‘not sound’ and contrasted with ‘the Labour members including in the 

[British] Government’.275 The Northam Advocate explained the details of the plan, even 
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reproducing sections of How To Pay For The War, stressing to its readers that ‘the war cannot 

be paid for entirely by the rich’.276 Citing ‘[t]he monthly review of business conditions by the 

Perth Chamber of Commerce’, the paper argued ‘that increased wages and overtime payments 

had added to the spending power of thousands of wage earners and that this more than balanced 

the reduced spending power of higher income earners due to heavier taxation’.277 In nearby 

Beverley readers were treated with comparable coverage.278 Keynes was said to have addressed 

‘quite impartially the question “Can the Rich pay for the War?”’.279 In the town of Darwin 

opposition to the Keynes plan was evident.280 The most pointed criticism came from the 

Northern Standard which queried the applicability of the Keynes plan as ‘the three States most 

occupied with the armament programme have still 40,000 unemployed’.281 It took the view that 

‘the truer Keynes plan’ was the ‘financially unorthodox’ credit expansion being undertaken, 

which was contrary to the realities of ‘capitalism’.282 

 

Australian context 

 

The Keynes plan debate was not divorced from context. Indeed, considerable discussion in the 

press was concerned with how a compulsory savings plan could be adapted to Australia and its 

federation of states. With the meeting of the Loan Council came the realisation that there was 

no prospect of the States agreeing to uniform taxation. Only a referendum, it was widely felt, 

could bring about standardised taxation for Australia. Fadden declared the issue ‘dead’ while 

announcing the tenth consecutive budget surplus.283 The Commonwealth would seek a 
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reduction to the next works programmes to £10 million, reportedly ‘the lowest’ allocation in 

its history.284 Compulsory saving came to be seen as urgent by the Menzies government after 

it abandoned its policy of uniform taxation. Fadden summoned the economist Isles, who ‘was 

formerly associated with […] Keynes’, to Canberra for his expertise.285 South Australian 

treasury officials had discreetly offered the press the suggestions of a Keynes plan that would 

be applied after tax.286 A treasury source later said, ‘[w]ithout the provision suggested […] the 

South Australian would be at a considerable disadvantage compared with the Victorian’.287  

 

Timeworn inter-state rivalries aside, there were greater worries. One example can be found in 

the Sydney Catholic Freeman’s Journal, in which the Catholic diocese expressed the fear that 

families would be unfairly targeted by the government’s Keynesian compulsion: ‘Families 

who, with the best will in the world, cannot save out of their present income against a rainy 

day, would only experience unnecessary hardship if the Government forced them to participate 

in a post-war credits scheme […].’288 The Catholic diocese was not without justification in its 

efforts to protect working-class families. Days earlier the Melbourne Herald had singled out 

that a ‘large section of income-earners in the lower grades’, in its calculation, ‘are not as yet 

contributing proportionately to its cost’.289 The Herald believed that the ‘enormous increase in 

the amount of money put into circulation’ had largely ‘gone into the pockets of people in the 
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lower incomes group’.290 Increasingly, the family unit was arousing the interests of the money 

grubbers. The Herald continued to be one of the strongest voices for the Keynes plan in 

Australia, even publishing letters to the editor by members of the public who concurred, 

including a ‘Mrs. G. W. Goodes’ who seems to have been playing golf at Albert Park in 

1941.291 

 

Given the official approval of Keynesian measures, people began invoking Keynes to sanitise 

their unsavoury practices. M. V. Anderson, an accountant representing the Furnishers’ Society 

of Victoria before the Board of Inquiry into Hire Purchase and Cash Orders, likened hire-

purchase contracts to the Keynes plan.292 In essence, such contracts were argued to effectively 

slow the flow of money spent by consumers.293 Fallacious arguments or no, hire-purchase 

contracts were restricted during the war with the boom occurring consequent to the Banking 

Act of 1945.294 There were others who sought to protect their interests under the Keynesian 

umbrella. For example, the wool broker Australian Mercantile Land & Finance Company 

announced ‘wool adjustment payments’ – increasing the percentage of the appraised value 

given to growers – which the company argued ‘might well be looked upon as serving a purpose 

similar to that embodied in the savings plan’ created by Keynes.295 The suggestions was 

thought by sympathetic commentators to be ‘by no means deplorable’.296 
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One down: August to September 

 

Fadden delayed the introduction of the Budget in mid-July until September; a move seen by 

numerous commentators as foreshadowing the downfall of the Coalition government.297 The 

ALP was warning its supporters to prepare for the government to call a ‘snap election’ to 

resolve the crisis of war leadership, caused in Curtin’s view by Menzies who had ‘“himself 

become a bottleneck”’.298 At the same time, Page issued a ‘grave warning’ about an election, 

even though ‘almost every proposal by the federal Government for collecting the money has 

met with a storm of opposition, quite devoid of constructive criticism’.299 Among the most 

steadfast of the government’s supporters, the Melbourne Herald, called for ‘political theories’ 

to be put aside and for ‘a compromise to include every sound idea for raising money’ so long 

as that idea was the Keynes plan.300 Fadden remained ‘convinced’ that the ALP would agree 

to support a revised budget at the War Council in the second week of August, if only by 

‘excluding some low range incomes and taxing higher range incomes’.301 (The Herald reported 

Fadden as thinking the ALP ‘may’ support the revisions.302)  

 

The debate continued as both sides waited for the Federal ALP to decide. The South Australian 

ALP announced its conference of 8 September would discuss 122 items on its agenda with 

‘[m]ore than one […] directed against the Keynes plan’.303 Meanwhile, trade union press in the 

United States covering Keynes’s visit there was published in the Brisbane Worker. 
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If economist J. M. Keynes […] was under the impression that the American workers 

were ignorant of his schemes to make the wage earners of Britain pay for the war and 

[…] solidify the foundations of the ‘Old Order’ for the protection of profits, dividends 

and wealth for a privileged few, he was soon reminded that he and his methods were 

well known to the workers in the United States. A foremost American Labor journal, 

printed in Washington […] described him as the man who would raid their pay 

envelope. ‘Many New Deal officials regard John Maynard Keynes […] as the law and 

gospel on all economic questions,’ stated this Labor journal. ‘When he advances an 

idea they promptly appropriate it as their own, no matter how bizarre.’304 

A letter to the editor of the Hobart Mercury encouraged ‘[o]rganisations representing the 

workers’ to ‘lose no time in registering the strongest objection to this latest scheme of robbery, 

which will further reduce the purchasing power of the wage earner’.305 The correspondent, W. 

J. Beck, was supposedly a ‘well-known identity on the North-West Coast’.306 In the South 

Australian Legislative Council, during the Address-in-Reply debate of 1941, the ALP’s James 

Beerworth, a resident of Port Augusta, tabled a list of company profits that showed, ‘in spite 

of the war, loss or trade with eleven countries, rising costs, price fixing, droughts and heavy 

taxation […] the huge amount of money available through defence expenditure’, with profits 

rising in that state from 1939 to 1940.307 The list, replicated in full in the Port Augusta 

Transcontinental, evinced general gains as well as substantial falls in profits. Notably, BHP’s 

profit fell from £1,431,513 to £979,138 and GM Holden’s from £703,412 to £451,304; both 

still making money, albeit at a reduced rate, while receiving state and federal assistance.308 

Beerworth was explicitly following the lead of the Federal ALP’s Eddie Ward, whom he said 
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had maligned the Menzies government’s concessions to BHP, including the ‘absolute power’ 

that it had ‘conferred’ on the ‘general manager […] to buy at its own price with the people’s 

money materials to manufacture the kind of munitions most profitable to make’ as well as 

‘another share issue’ which had been approved ‘in order to prevent declared profits from 

forging too far ahead of the dividend of 7 ½ percent’.309 As to the Keynes plan, Beerworth 

thought it impractical given the operation of the Arbitration Court in Australia. Gains were 

recorded for the retailers – including David Jones – on the Sydney Stock Exchange.310 The 

Northam Advertiser criticised the self-centredness of ‘Sydney workers’, who are ‘full of 

grievances’ and unreasonably interfere with ‘industries directly associated with war 

production’, yet overlook their privilege being in a city where ‘most of the war money is being 

spent’ and where ‘workers enjoy the highest wages and the best conditions’.311  

 

Wage worker opposition to compulsory saving was matched in ferocity by ‘[m]embers of the 

Housewives’ Association of Tasmania’.312 At the meeting of 18 August members ‘decided […] 

to reaffirm their opposition to the Keynes or any other plan of compulsory saving’.313 The 

organisation’s vice-president, ‘Mrs. B. Goggins’, successfully moved that ‘The Housewives’ 

Association reaffirms its uncompromising opposition to the Keynes Plan’ and suggested ‘the 

nationalisation of all war industries in Australia’.314 Another successful motion ‘urg[ed] that as 

the continued increase in the price of commodities, particularly food and firewood, made it 

impossible for many old age and invalid pensioners to enjoy even a minimum of comfort on 

the present pension payments, the Federal Government should place the rates under the same 

provision of adjustment, to compensate for changes in the cost of living figures as was done in 
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the case of Federal public servants’.315 Such a policy would, it was said, ‘give a small 

instalment of the proposed “new order” to those who most needed the promised benefits’.316 

The Hobart Voice, a union paper with strong ALP links, lauded the Association as ‘a very wide-

awake body’ which ‘will do untold good for housewives generally’, proving ‘[t]he man who 

says the woman’s place is in the home needs some attention to his head’.317 

 

Again, there were isolated voices from within the ALP in support of the Keynes plan. Another 

of the government’s economic advisors, the indomitable L. F. Giblin – who was a former ALP 

MP – bolstered the legitimacy of the Keynes plan. Giblin, who was questioned by ALP 

members of the Parliamentary Committee on War Profits, explained that ‘price control in 

Australia so far had been very successful, but the stage must be reached, as in any great war, 

at which consumer goods would be short compared with demand’ which would necessitate ‘a 

fall in the standard of living’. 318 To Giblin’s mind, the Keynes plan ‘approaches as nearly as 

possible this ideal’ of being ‘absolutely painless’.319 Asked about the ‘lessons […] from 

Germany’, Giblin said the country had ‘certainly done a remarkable job’ while maintaining ‘a 

good deal of private production’; something achieved because the Hitler government had ‘gone 

to extremes in the taxation of profits and earnings, the use of capital and the imposition of other 

restrictions’.320 Under ALP committee members’ questioning, Giblin agreed that ‘[t]here may 

be a case for greater government control of large corporations’ while not conceding his 

argument that companies should be taxed according to the size of their profits, not ‘on the basis 

of size’.321 (The Assistant Treasurer, Larry Anthony, had been at pains to further distinguish 
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small business profit margins from those of big business.322) Giblin was at pains to go into 

great detail with the Committee about the Keynes plan.323 

 

On 29 August, Menzies resigned as prime minister and Fadden became leader while retaining 

his position as treasurer. Coles described the move as a ‘political lynching’.324 One of Fadden’s 

first tasks as prime minister was to make ‘[f]inal decisions on the Keynes plan’, which was 

judged to be yet ‘another principle upon which the Fadden Government’s first budget will stand 

or fall in Parliament’.325 With a public commitment to hand down the 1941-42 Budget on 17 

September, the final details remained to be decided by the Cabinet on the night of 5 

September.326 Fadden placed a primacy on secrecy; a mark of his government’s vulnerability 

on the matter of war finance. Despite the threat of instant expulsion from the frontbenches, the 

tensions within the Cabinet were a matter of public discussion within hours. Fadden and the 

majority wanted to expand credit creation and social services to appease the ALP, while 

Menzies – who had days earlier been appointed as Minster for Defence Co-ordination – and 

his minority thought no more concessions could be afforded.327 One of the measures devised 

by Fadden was ‘rural relief for wheat farmers’, which was seen as a blatant appeal to the anti-
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compulsion Independent MP, Wilson.328 The Melbourne Herald understood the ‘dilemma’ 

faced by the new government: ‘The only way out is to find a formula for compulsory saving 

which both Labor and Mr Wilson would be likely to accept. It is the most difficult Budget 

problem which has ever beset a Federal Treasurer.’329  

 

Fadden’s dual-target showed no interest in being hit. To reports of concessions the president 

of the Trades and Labour Council of Queensland, Harry Harvey, said ‘the Keynes plan on the 

workers of Australia would be strongly resisted’ because the ‘trade union movement here 

shared the views of the union movement in Britain, which twice had rejected this suggested 

method of war finance’.330 Harvey was a moderate who had been elected in 1939 in his stand 

against a communist opponent.331 Harvey’s use of British unionist opposition had been pre-

empted by the Brisbane Worker in an article describing the ‘anti-working-class schemes’ 

Fadden wanted to import.332 The article cited an unnamed ‘Trade Union journal’ as 

representative of union papers ‘throughout Australia’ which called for ‘profiteering “sharks”’ 

to ‘be harpooned’: ‘This sugar coated taxation pill — the Keynes Plan — must not be thrust 

on the workers of this country.’333 According to the ALP propagandist, Henry Ernest Boote, 

the ‘scheme originated in the brain of a clever capitalistic financier in England’.334  But, ‘Labor 

has strong convictions as to how the war should be financed, and artful though Artie may he, 

he isn’t in the least likely to bamboozle it into falling for the Keynes’ confluence take-down’.335 

 
328 Brisbane Sunday Mail, 7 September 1941, 3; Adelaide Mail, 6 September 1941, 2; Maryborough Chronicle, 
Wide Bay and Burnett Advertiser, 8 September 1941, 2; Charters Towers Northern Miner, 8 September 1941, 3; 
Murwillumbah Tweed Daily, 5 September 1941, 1. 
329 Melbourne Herald, 4 September 1941, 5. 
330 Brisbane Sunday Mail, 7 September 1941, 3; Adelaide Mail, 6 September 1941, 2; Maryborough Chronicle, 
Wide Bay and Burnett Advertiser, 8 September 1941, 2; Charters Towers Northern Miner, 8 September 1941, 3; 
Murwillumbah Tweed Daily, 5 September 1941, 1. 
331 Tim Moroney, “Harvey, Henry James (Harry) (1901-1966),” Australian Dictionary of Biography (1996), 
https://adb.anu.edu.au/biography/harvey-henry-james-harry-10450. 
332 Brisbane Worker, 2 September 1941, 8. 
333 Ibid. 
334 Sydney Australian Worker, 10 September 1941, 3. 
335 Ibid. 



 
239 

Boote, who wrote for the Australian Worker, was a major socialist intellectual whose views 

had long held sway, but was also a ‘close confidante and friend’ to many ALP leaders, 

including Curtin.336 

 

The FPLP negated to adopted an official position on compulsory savings, although it was again 

rumoured that Curtin had told his state party affiliates in Western Australia to prepare for an 

election on the Keynes plan; rumours he flatly denied.337 The ALP press saw the concessions 

apparently contained within the Budget as evidence of Fadden’s desperate use of ‘foxy political 

tricks’ to address the threat failure posed to his government.338 Chief among Fadden’s tricks 

was, of course, use of ‘the sounding-boards of the southern daily newspapers and […] the tom-

toms of the smaller provincial journals’.339 Officially, the government announced that its war 

finance planning would ‘move towards Labor’ and that when it briefed the ALP members of 

the War Cabinet on 11 September, it would do so with Hughie Armitage in attendance to 

explain how the government would take credit creation to its limit.340 Armitage was the new 

Governor of the Commonwealth Bank; a position he owed to the ALP.341 But in chasing a ‘50-

50’ deal with the ALP on war finance, Budget day was again delayed, this time to 24 September 

with speculation that it could be in October. 342 Curtin was again rumoured to be in agreement 

with Fadden, accepting a Keynes plan applied to those on £6 a week and higher.343 But perhaps 
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the most alluring concession was on credit creation, as one regional New South Welsh paper 

reasoned.344 

 

Advisory War Council confounded these expectations. While Fadden described the meeting 

was ‘most helpful and harmonious’, the ALP members of the war cabinet as well as the ALP 

caucus were preparing to announce outright opposition to the Keynes plan.345 An editorial in 

the Adelaide Advertiser explained that Fadden’s predicament was at once inherent to warfare 

and peculiar to Australia: ‘It is still at least as true as when Cicero first made the remark, that 

“endless money forms the sinews of war”’, but Australia was about to fall behind the other 

allies, including the United States, in the imposition of compulsory saving.346 What the editor 

overlooked was the influence of unions from within these allied states and the influence the 

labour movement exerted in Australia, even in wartime, as it raged against a plan that had 

‘nothing to do with Socialism’, that would not stop ‘a rise in prices’ and that would, in its view, 

cause ‘living standards […] [to] be slaughtered’.347 

In the middle of the month there were important books published on the application of the 

Keynes plan to Australia. It was said, ‘no two studies could have seen better timed than those 

just issued by two teams of Australian University men, one entitled “Australia Foots the Bill,” 

and the other, more limited in its scope, “The Truth about Compulsory Savings”.’348 The 

government’s adviser, Isles, in collaboration with his then economics colleague at the 

University of Adelaide, Bruce Rodda Williams, explained how compulsory saving would work 

in Australia in their 39-page pamphlet, The Truth About Compulsory Savings. Isles and 

Williams likened workers subject to the Keynes plan to ‘children [who] cannot draw on their 
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accounts until they reach the age of 12’.349 Their contribution was praised as ‘lucid and 

intelligible to the layman’, despite the patronising comparison.350  

 

The other notable book, the 130-page Australia Foots the Bill, was written by four members 

of the New South Wales branch of the Economic Society of Australia: S. J. Butlin, , R. B. 

McMillan and A. H. Tange.351 According to one review: ‘The authors state that only a small 

proportion of Australians has any understanding of the meaning of a war economy, and most 

are ready, to be carried away by muddled catch-cries. […] [Confusion is partly driven by the] 

“natural tendency to identify the interests of one’s class with those of the community”.’352 

These economists believed that ‘[i]t is the people’s willingness to pay more taxation, to lay up 

their cars, to ride in crowded trams, to wear shabby clothes, and to put up with inferior and less 

varied goods which is the real limit on a country’s war effort’.353 While not as inflammatory 

as Isles and Williams, the exclusionary rhetoric used by Butlin et al. was similarly 

counterproductive in the efforts of advocates proselytising the new sound economics, including 

its view of society as being disconnected from capitalism. Both books were sold at bookstores 

nationwide, the first for a retail price of 1/6- (one shilling/six pence) and the second for 4/6-.  

 

The views of economists continued to be obtainable in the press and, if not antagonising the 

anti-Keynesian elements, such opinions were confusing matters. For example, Dennis 

Robertson at Cambridge – who was an ‘associate of […] Keynes’s’ – argued that ‘forced loans’ 

were, correctly understood, a function of credit creation ‘[b]ecause the borrower or user of the 

new credit has extra purchasing power’, meaning  ‘the community is, in effect, compelled to 
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share with him its current income of real things, and such stocks of real things as it already 

possesses’.354 The Melbourne Herald wondered if terminology should be changed (as Keynes 

had done in February 1940): ‘Call it “compulsory savings” and it sounds like coercion. But call 

it a repayable tax and it sounds to good to be true.’355  

 

On 25 September, Fadden introduced the Budget to the House, announcing war-related 

expenditure near double of that envisaged in the 1940-41 Budget.356 However, with the 

assistance of the Lend-Lease programme by the United States, the actual amount budgeted for 

increased from £170 million to £217 million; a ‘conservative’ figure not reached by the 

Treasury, but given to ‘avoid any risk of overstatement’.357 Although the ALP’s position would 

be not be decided until caucus met on 30 September, conservative politicians and the press 

gallery generally thought ‘the passage of the Budget’ had ‘bright’ prospects.358 Exactly the 

cause of their rosy outlook is lost to history. The government announced through a technocrat 

the particulars of compulsory savings. Essentially, the income would be measured against the 

highest taxing state – Queensland – with incomes from ‘exertion’ having more taken in 

compulsory savings than from property, which would be taxed directly.359 Anyone unable to 

afford the contribution would have to take their case to a new Hardship Board.360 Notably, the 

Brisbane Worker identified a loophole through which those on incomes higher than £5000 in 

Queensland would not forced to contribute savings at all, leaving them subject to state 

taxation.361 
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It was the view of the Brisbane Courier-Mail that ‘[u]nions are in open revolt against the 

national contribution scheme of compulsory loans’.362 No matter the politics, be it far-left or 

centrist, union representatives in New South Wales and Queensland, along with state ALP 

figures, voiced opposition to the Budget generally and the Keynes plan particularly. Frank 

Kelly, the Assistant Secretary of the NSW Trades and Labour Council as well as president of 

the Storeman and Packers’ Union and a member of the ALP Federal Executive, said the ‘labour 

movement is opposed to compulsory loans […] and will fight the proposal to the last ditch’.363 

According to Ernie Thornton, the General-Secretary of the Federated Ironworkers’ Association 

(FIA), the Budget ‘would inevitably lead to industrial disputes’ because the true ‘[t]est of 

taxation justice is not a comparison between the tax paid by the poor man and that of the rich, 

but what each has left’.364 Thornton was a militant Communist Party organiser.365 The NSW 

secretary of the FIA, Colin Tannock, called on Thornton to convene an extraordinary meeting 

to align ‘the entire Commonwealth membership [of the FIA] against the “compulsory grab of 

the workers’ pay envelope”’.366 Tannock would continue to operate in the FIA well after the 

Grouper purge began, although his correspondence with members of the Communist Party of 

New Caledonian suggests his communism was discreet or his non-communism benign.367  

 

On the matter of compulsory saving the FIA was joined by its sometime competitor, the 

Amalgamated Engineering Union (AEU). J. H. Carney, the NSW secretary of the AEU and 
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future leader of the Industrial Group within the union, warned the government that ‘[w]orkers 

in war industries would, no doubt, consider whether it was worth while continuing to sacrifice 

their health by working excessive hours’ at reduced pay.368 To Carney there was injustice to 

Fadden’s imbalance:  ‘Men working 60 to 70 hours a week for a wage of £10 were being taxed 

to the same extent as Civil Servants working at a desk for 40 hours a week.’369 The NSW 

secretary of the newly formed Building Trades’ Union, Phil Barclay, voiced the novel 

suggestion of members in ‘demanding the total elimination of taxation on wage-earners’, 

including the Keynes plan.370 Jim Maloney, the President of the Trade and Labour Council who 

had won election in 1941 against a communist opponent and later became a vocal anti-

communist, described the Budget as ‘one of the most outrageous attacks ever made on the 

standards of living of the workers and the middleclass’ that ‘perpetuates the grip which is 

rapidly being strengthened by the wealthy monopolists and those in control of the banking 

system’.371 Another unionist and burgeoning anti-communist, Oscar Schreiber, who was 

associated with the Trades Union Secretaries’ Association, said compulsory saving was 

‘another attempt to reduce consumption of the working class without affecting the rich in the 

slightest degree’.372 Walter Evans, the ‘joint-leader’ of the NSW branch of the ALP, reaffirmed 

his comments of February 1940, describing the ‘brutal severity’ of the war finance measures 

sought by the Fadden government.373 
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In Queensland, the Trades and Labour Council president, Harvey, continued his attack on the 

Keynes plan: ‘The only thing the Treasurer has forgotten apparently is the money boxes of the 

workers’ children.’374 The General-Secretary of the Building Trades Group of unions 

announced ‘wholehearted opposition to the Budget’ after a unanimous vote at a ‘mass meeting 

of 200 members’ on the night of 26 September.375 The Queensland ALP was reported to have 

‘received the Budget proposals unfavourably’.376 Nationally, the president of the ACTU, 

Monk, believed the Budget had been ‘more shattering than we expected’ and declared that the 

labour movement remained ‘opposed to the principle of compulsory savings’.377 In Victoria, 

too, the state branch of the ALP registered dissatisfaction with the Budget. Bert Cremean, the 

Deputy Leader, said ‘[t]he proposal for compulsory loans from incomes of less than £200 

would, in most cases, cause a serious dislocation in domestic finance’.378 Cremean was a 

leading figure in the creation of the Movement, having been the first to suggest ‘the co-

ordination of Catholic trade union groups to combat communism’, which led to the Industrial 

Groupers and the Labor split of 1955.379 The Secretary of the Labor Women’s Organising 

Committee, Jean Daley, said: ‘The principle of compulsory savings is wrong. The fairest way 

to raise finance for the nation is by graduated income tax.’380 The South Australian Opposition 

leader, Bob Richards, said the ‘Budget would impose an unequal burden on the taxpayers’ of 

the state, echoing the conservative premier of Victoria, Dunstan, who remained alert to the 

disparity Victorians would experience under the compulsory savings scheme.381 Richards had 

been premier and treasurer in the aftermath of the Great Depression and had been implicated 
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by the split that occurred in the South Australian branch when the Hill government pursued 

financial orthodoxy.382 

 

Yet, the view from the press gallery remained surprisingly optimistic. It was said that ‘Lobby 

opinion on both sides of the House is that Mr. Fadden has displayed great astuteness and 

dexterity in bringing down a Budget against which it will be extremely difficult for the 

Opposition to launch a frontal attack’ and with ‘no adverse reaction from the middle classes’.383 

According to this view, the government sought more than it expected to obtain, with the ALP 

caucus likely to force amendments and further concessions. However, Fadden’s ‘master-

stroke’ was to get the private banks to agree to support Wilson’s Mortgage Bank Bill, so as to 

demonstrate to voters that the government was prepared to take some of opportunities for 

profitmaking away from the private banks.384 While this promise was expressed merely as an 

aspiration, the government would immediately seek new power for the Commonwealth Bank 

that would have it set all lending policy in Australia and have ‘any excess funds in the 

possession of the trading banks’ frozen and place in its accounts.385 In Britain, ‘the Keynes’ 

system helped to create and intensify the war-time psychology of sacrifice’ and the government 

thought the same mindset would be instilled in Australians, even as civilian public works were 

severely curtailed.386 
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Whatever the near total opposition among the unions and within the ALP, the Budget was 

endorsed by numerous newspapers, including the London Financial Times.387 Prominent 

people offered support. Some did so with alacrity, such as A. A. Fitzgerald of the 

Commonwealth Institute of Accountants, G. D. Healy, the President of the Chamber of 

Commerce, chairman of the Associated Banks and general manager of the Bank of Australasia, 

E. F. Ryall, the President of the Employers’ Federation, G. W. Holland, the President of the 

Returned Services League of Victoria, and J. N. Williams, secretary of the Victorian United 

Retailers’ Council, who promised to end the frivolous spending of wives charged with the 

rising incomes of their husbands.388 Others offered weary support, conscious of the politics, 

including ‘Mrs. John Dowling’, the President of the Australian Housewives’ Association, and 

J. Petigrove, the Secretary of the Federated Taxpayers’ Association of Australia.389 Economists 

– Mauldon and Wood among them – assured the public that Keynesian compulsion was an 

‘ingenious’ and moderate approach to a complicated problem, while a ‘leading constitutional 

lawyer’ explained that the measure was legally ‘unassailable’ because the taxation would be 

levied on all states equally, whatever taxation the states imposed.390 The Newcastle Morning 

Herald and Miners’ Advocate thought the Budget ‘ingenious but timid’, believing ‘possibly 

even the necessities of life’ needed to be curtailed.391 The next day the paper explained that 

‘[i]nflation is no bogey invented by economists to bolster up their arguments for orthodox 

finance’.392 In Murwillumbah, it was reported that the Budget had hit its target among ‘most 

Tweed residents’: 
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Little knots of people usually gather in Main Street to discuss various matters— the 

war, the weather, the prices, etc. But all these were relegated to the background on 

Friday and Saturday for the Budget was THE topic. I joined one group where the 

argument was waxing fast and furious […]. The final say, however, was, had by one 

who had listened intently to all that had been said before declaring, “What's the good 

of all this argument. Wait until you receive your pay envelope and you will know just 

what you have to pay” […]. When all the talk is over, however, I think that most people 

will agree that […] we cannot [stop spending] unless something pretty solid comes out 

of the pay envelope.393 

Other country and provincial papers were similarly tepid in their acceptance of the Budget. 394 

 

Whatever combination of logic and bavardage that produced the optimism proved entirely 

unfounded. The immediate reaction of one of the most important decisionmakers, Wilson, 

foreshadowed the failure of prognostication. Wilson, who claimed he was concerned not 

‘merely of the possible effect the Budget would have on farmers […] but by […] the nation as 

a whole’, said he ‘did not like the Budget very much’.395 Other non-ALP disquiet was muted, 

perhaps on account of the apparent fait accompli. An exception was reported in the Lismore 

Northern Star where it was said among soldiers, news of compulsory saving caused 

‘disappointment’, especially since it was generally thought ‘many men might not be alive to 

collect’ the pay so deferred.396 Notably, Lismore’s shipyards were kept busy during the war 

constructing small vessels.397 The Brisbane Worker was incensed, noting the circular 
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propaganda in operation as now the British audience was treated on radio to favourable stories 

of ‘what the good people “down under” thought of it [the Keynes plan].’398 The editor thought 

the Fadden government had conflated real property with the full breadth of private property so 

as to conceal the opaque methods used by the rich to hide their wealth. 399 ‘Mr. Fadden is 

evidently trying, to break the bad news as gently as he can in instalments.’ 400 The paper 

reasonably pondered, if Lend-Lease failed to provide the Government with assistance, where 

would it acquire the additional £120 million or part-thereof? 401 

 

One to go: October 
 

There remained the business of summoning up funds. A planned ‘pageant’ to be held in the 

Adelaide Town Hall on the night of 15 October had ‘over 180 representatives’ from war related 

organisations involved, along with the Attorney-General, Billy Hughes, as the honoured 

guest.402 It was announced that new subscribers ‘throughout the Commonwealth’ would ‘have 

an opportunity to autograph 18-pounder shells’ with a machine and ‘include a short message 

to Hitler’.403 But a great deal would happen in the intervening days before fun could be had. 

Opposition to the Budget was only amassing. The Lord Mayor of Sydney, Stanley Crick, 

‘voiced the objections likely to be raised by people on higher incomes’, asking: ‘How is the 

man who earns £5,000 a year and will be deprived of £3,296 in taxation to carry on his normal 

domestic obligations on £1,700?’.404 An answer proffered by the Northam Advertiser was that 

such a person ‘cannot expect to carry on normal domestic obligations in war time’, nor would 
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‘[t]hey have no right to expect to be as well off after the war as they were when it started’.405 

Importantly, it was argued that to ‘some extent the same argument applies to people of modest 

incomes’ who should only be protected in so far as against ‘forfeiture’ of their house.406 On the 

fertile Moree Plains of northern New South Wales, the local paper noted the ‘merciless 

overhaul of the Opposition and the cooler dissection of other members of the House’, all of 

whom had ‘failed to disclose’ a ‘fairer and better way’ of war finance than the Keynes plan.407 

Fadden’s efforts went to ‘the very root of national duty’ whereas opponents remained in ‘self-

denial’.408 

 

Boote resumed his diatribe against the Fadden government’s ‘oppressive’ war finance planning 

and against Fadden, personally.409 He wrote that the Budget would displace ‘the wealthy 

moneymongering institutions’ as the bane of the worker.410 The unionist and ALP 

propagandist, Lovegrove, made much of Fadden’s supporters: 

“Generally speaking, the budget was prepared on sound lines and designed to check 

inflationary tendencies...” – Mr. G. D. Healy, Chairman of Associated Banks of 

Victoria .[…] As Mr. M. S. Eccles, chairman of the Board of Governors Federal 

Reserve System of the USA, wrote in an open letter to Representative Wright Patman 

on March 21: – “Borrowing by the Government at interest is an essential part of the 

capitalist economy in which we live,” and “Financing Government by issuing currency 

would mean the end of capitalism […].” Mr. Eccles’ defence […] has since been 

circulated throughout interested circles in Australia, under the signature of Mr. O. L. 

Isaachsen, general manager of the Bank of Adelaide […]. The banks will claim their 
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pound of flesh even if the world be drenched in blood. For capitalism must have usury. 

[…] [The] Federal Labor Party conference has declared for the control of all national 

resources by the Commonwealth Parliament, and for the complete subordination of the 

profit and interest making system to the welfare and security of the Australian people. 

This declaration is to-day the only practical alternative to the Budget. If the opportunity 

occurs, the workers should use their political strength to become the Government. But 

in any case, their industrial strength must not be forgotten.411 

The Melbourne Labor Call measured ‘the value of Keynes as an economist’ against his 

associations, including Niemeyer and the Bank of England who had ‘caused millions of human 

souls throughout the world to suffer poverty and slum life so that […] profiteers could wax 

fat’: [T]he Keynes Plan is a chimera which has been jammed upon the workers of England in 

an attempt to brace the rickety capitalistic system […].’412 These views were made in the heady 

days of early October. For the proposed budget and the Fadden government were on the cusp 

of defeat, about to be pushed by Curtin and the independents. 

 

When Parliament reconvened on 1 October, Curtin rose to speak at length on the methods used 

by the Menzies and Fadden governments to fund the war. His rejection of these methods was 

grounded in their social implications: ‘The war is a physical thing. […] No physical hardship 

is imposed on the man with an income of £700 or even £500 clear of national contribution. We 

may deprive such a man of an opportunity to invest for his old age; we may deprive his wife 

of the opportunity to give all sorts of entertainments in her home; we may rob this country of 

a great deal of fashionable glamour; but we are not imposing any physical hardship […].’413 

Among his concerns was the absence of a single taxing authority, which resulted in inequalities 
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between people merely because they lived in different states, and bipartisan support for the 

abandonment of the Keynes plan in New Zealand by the Savage government. It was after this 

speech that Curtin moved a motion to amend the portion of the Budget that was under 

consideration so that it contained the clearest of reservations and directed the government to 

‘recast’ the financial instrument. It was ruled out of order. Then, famously, Curtin moved a 

motion for the reduction of £1 on the same basis; a symbolic vote of no-confidence. 

 

The debate resumed the next day. Fadden defended his rôle in the formulation of the Budget, 

saying ‘[i]t is not a pleasant task, it is not a happy responsibility […] to ask the people of 

Australia to provide such a huge sum’.414 He accused Curtin variously of ‘misundertsand[ing]’ 

or having been ‘misled’, of having ‘made sentimental play’, of failing to ‘have definite proof 

to back up’ his claims and of being in a party that had a lesser ‘record of the practical 

application of social organisation […] since the inception of Federation’.415 Fadden argued that 

Curtin’s reference to the New Zealand Budget was fallacious because the Keynes plan had 

been replaced by a flat National Security Tax of 1s in every £1. He appealed to Curtin and 

‘particularly those members of [the ALP] who have influence with the trade union movement 

[…] to see that there is as little dislocation, strife, and discontent as possible’.416 Leading the 

Opposition’s response, Forde denounced ‘the most reactionary budget which has ever been 

introduced in this Parliament’, questioned when ‘a system of compulsory loan […] will end’ 

and expressed his ‘emphatic opposition’ to the Budget.417 Jack Beasley, a Langite who had 

only recently been the leader of the ALP (Non-communist), decried the Budget itself as a threat, 

‘the greatest that has ever confronted the people of Australia’: 
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We can never achieve the democracy for which our troops are fighting until democracy 

is brought right into Parliament and until the country can work on a programme based 

on decision made […] not by men in no way answerable to the electors, in the financial 

houses of this country […]. [T]he workers did not have the opportunity to furnish their 

homes comfortably and could not buy the things they needed to make life more 

enjoyable, but now, when they have a chance to accumulate small savings, they are told 

by the Prime Minister that they must not buy luxuries – an extra blanket to put upon a 

child’s bed, the little extra furniture needed to make their home more comfortable.418 

Beasley also accused the Fadden government of allowing Australian corporations operating in 

British Malaya to avoid paying tax while Australian forces were stationed there. That night, 

the Trades Hall Council in Melbourne went much further by calling for ‘the abolition of the 

profit and interest system and complete control of the financial and economic resources of the 

nation by the Commonwealth Parliament in the interest of the people’ and offering support to 

Curtin’s amendment.419 The representative of the Enginedrivers’ Union successfully amended 

the motion to include a ‘demand that Parliament take action to prevent companies in business 

issuing bonus shares to evade taxable profit’; there being rumours of such a practice.420 

 

The courting of Wilson on the third day of debate was unashamed and revealed the desire of 

the ALP to unseat the government. If Curtin and his confidants had been pressed into fighting 

the introduction of the Keynes plan, the velocity of their actions equalled the force so applied. 

The government sensed its own demise was at hand. Minds had already turned to what a Curtin 

government would do to finance the war. The Country Party accused the ALP of ‘playing a 

political Father Christmas to the nation’, seeking to assure ’90 percent’ of voters that they could 
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escape the war with their wealth unimpeached.421 It was Evatt’s turn to lead the charge, this 

time the focus was on reconstruction (see Chapter Seven). As Evatt had made the beginning of 

his speech heavy with his concern for rural communities, the absence of Wilson was greeted 

with mirth from the treasury benches with shouts of ‘the jury is missing’.422 The independent 

MP arrived ten minutes later to a ‘state of uproar’ so ‘great’ his ‘entry was almost unnoticed’.423 

The culmination of two years of debate, the manifestation of division came soon after when 

the wheat farmer joined the ALP along with the grocer Coles in voting for Curtin’s mock 

confidence vote, which was settled 36 ayes to 33 noes (with two pairs absent).424 The Fadden 

government adjourned to ‘consider its position’.425 The Keynes plan was dead in Australia and, 

within hours, so too was the government. Curtin became de facto prime minister until he was 

sworn into office on 7 October after the Labour Day long weekend, providing the ALP caucus 

with time to appoint a cabinet and the Governor-General, Lord Gowrie, to seek assurances 

from the independents as to the guarantees of supply.426 

 

Curtin was instantly seen as prime minister in Australia and in Britain. While the new Prime 

Minister was generally hailed by press, party and public, he drew criticism from a ‘prominent 

financial authority’ in London for the ‘deplorable’ episode of ‘playing politics’ in wartime.427 

If we accept that Curtin was a capable political operative – remembering he was a long-term 

ALP leader and former journalist who offered his elevation as prime minister as a birthday gift 

to his wife, Elsie Curtin – then it might be more readily accepted that Curtin waited to reveal 

his opposition to the Keynes plan to maintain his legitimacy as a wartime prime minster. To a 
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great deal of noise from the treasury benches, Coles explained his vote for the amendment as 

being less about the Budget and more about the instability within the Fadden government.428 

Fadden had accused Coles of rank opportunism, alleging he had asked for a position within 

Cabinet. Notably, Coles did not enter Cabinet under Curtin. There were also failed efforts to 

contact Albert Hocking, an official in the Victorian Country Party and friend of Wilson’s, to 

seek his assistance, suggesting that Coles’s dominant concern was the government’s support 

in the lower house.429 Indeed, the reasons Coles stated for supporting the amendment, which 

he saw as a confidence motion, was that the Fadden government no longer commanded a 

majority and that the compulsory savings scheme so construed would result in interstate 

inequality; both reasonable positions to take.430 Coles had become so committed to the Menzies 

government he had joined the UAP but resigned almost straight away after Menzies’ 

resignation.431 Conversely, historians see the defection of the independents as being motivated 

by ‘petty (and different) immediate reasons’, as well as the disintegration of the UAP.432 This 

thesis demonstrates at least a degree of bona fides in the actions of Wilson and Coles. 

 

The Curtin government 

 

After its defeat, the Keynes plan continued to influence politics and war finance, before its final 

defeat at the 1943 election. Most commentators accepted that the plan had no future in 

Australia’s war finance planning. Some speculated that a form of compulsory saving would 

eventuate; others thought the reluctance of the United States Government to listen to Keynes 
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compounded the political problems.433 Over two full days, ending near 11pm on the second, 

the new treasurer, Chifley, deliberated with the Cabinet over the Budget.434 The first to learn 

of the details would be the Caucus on 28 October, then Parliament the next day. It was 

understood that the Keynes plan had been removed and taxation on incomes above £400 would 

be increased severely along with a sharp increase in the rates of company tax, with the increases 

to apply both on high aggregate profits and high percentage profits and a possibility of 

nationalisation of the banks.435 Chifley’s ‘frank and honest’ Budget focused on ‘what is left’ 

as a measure of equality of sacrifice, but the finance gap was larger than the previous wartime 

budgets.436 Those not targeted were ‘on their honour’ to contribute or save if they could afford 

to do so with one paper noting the ‘piling up a record savings bank aggregate of £261,000,000’ 

among the lower earners.437 

 

Voluntary saving improved with the news of the attack on Pearl Harbor to the point of 

oversubscription.438 However, the enthusiasm waned within months.439 Although the corporate 

press and others continued to pursue the Keynes plan for Australia it was done with far less 

vigour and persistence.440 When the financial correspondent for the Brisbane Courier-Mail 

 
433 Northam Advertiser, 4 October 1941, 2; Cairns Post, 17 October 1941, 8; Burnie Advocate, 6 October 1941, 
7; Kempsey Macleay Chronicle, 8 October 1941, 8. 
434 Adelaide Advertiser, 20 October 1941, 6. 
435 Ibid. 
436 Melbourne Argus, 30 October 1941, 4. 
437 Ibid. 
438 Adelaide Advertiser, 12 January 1942, 5; Melbourne Argus, 11 March 1942, 2. 
439 Melbourne Argus, 16 June 1942, 2. 
440 e.g. Burnie Advocate, 26 June 1942, 2; Sydney Sun, 26 August 1942, 5; Lithgow Mercury, 22 October 1942, 
2; there was a flurry of editorials shared in Western Australian regional towns: Kellerberrin Eastern Recorder, 
21 August 1942, 1; Perth South Western Advertiser, 21 August 1942, 1; Wyalkatchem Wheatbelt Tribune and 
Koorda Record, 21 August 1942, 1; Wyalkatchem Dampier Herald and Bencubbin Chronicle, 21 August 1942, 
1; Wyalkatchem Dowerin Guardian and Amery Line Advocate, 22 August 1942, 1; Avon Argus and Cunderdin-
Meckering-Tammin Mail, 22 August 1942, 1; Coolgardie Miner, 27 August 1942, 1;  Perth Southern Cross, 28 
August 1942, 1; Boyup Brook Bulletin, 28 August 1942, 1; Manjimup Mail and Jardee-Pemberton-Northcliffe 
Press, 28 August 1942, 1; Norseman-Esperance, 28 August 1942, 1; Toodyay Herald, 28 August 1942, 1; 
Wongan-Ballidu Budget, 28 August 1942, 1; Goomalling Weekly Gazette, 28 August 1942, 4; Pemberton Post, 
28 August 1942, 1; Bridgetown Advocate, 28 August 1942, 1; Carnarvon Northern Times, 28 August 1942, 2; 
Leonora Inland Watch, 29 August 1942, 1; Leonora Northern Grazier and Miner, 29 August 1942, 1; Moora 
North Midland Times, 4 September 1942, 1; Perth Midlands Advocate, 4 September 1942, 1; Merredin Mercury 
and Central Districts Index, 10 September 1942, 1; Bruce Rock Post and Corrigin and Narembeen Guardian, 
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opined that the Curtin government rationing system was ‘tackling [war finance] the hard way, 

the cumbersome way, the roundabout and wasteful way’, the editor of the Brisbane Worker 

resurrected its vociferous opposition.441 Whatever their difference, Australian ministers were 

forced to work closely with Keynes as part of the Imperial War Cabinet.442 A national Gallup 

poll by Australian Public Opinion Polls on the Keynes plan demonstrates the drop in popular 

support. In September, 1941, support for compulsion was at 55 percent while support for a 

voluntary scheme stood at 27 percent, with 18 percent undecided.443 By June, 1942, support 

for compulsion had dropped to 44 percent, support for voluntarism had risen to 46 percent and 

those undecided stood at 10 percent.444 Additionally, the latest poll indicated that there was no 

substantial differences across the states, nor between age groups or the dominant genders. 

However, the contest was divided along party lines: ALP voters favoured voluntarism to 

compulsion, 54 to 34 (12 percent undecided); UAP voters favoured compulsion, 54 to 37 (9 

percent undecided).445 Popular reasons were also released by Gallup:  

“The average worker will do his best,” the comment of a Sydney factory worker, and 

“The cost of living is too high to save,” from an agent in Naracoorte (SA), are typical 

reasons for opposing compulsory savings. A less common attitude was: “People should 

have control of their own money; compulsion is dictatorship.” The chief reason for 

supporting compulsory saving is expressed in the comment of a Victorian quarry 

manager: ‘It is the only way to ensure an all-in effort.” A widow in Brisbane expressed 

a similar view when she said: “Too many are evading their responsibilities.” “It would 

 
17 September 1942, 1; Perenjori Pioneer, 2 October 1942, 4; Mullewa Mail, 2 October 1942, 4; Northern 
Producer and Morawa District Advertiser, 2 October 1942, 4. 
441 Brisbane Courier-Mail, 27 June 1942, 4; Brisbane Worker, 29 June 1942, 4. 
442 Perth West Australia, 13 May 1942, 3; Adelaide News, 12 May 1942, 2; Kalgoorlie Miner, 15 May 1942, 2. 
443 The article provides some details about methodology, including that the questions asked in the surveys were 
different: Hobart Mercury, 27 June 1942, 2. 
444 Hobart Mercury, 27 June 1942, 2. 
445 Ibid. 
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assist post-war reconstruction,” from a bank clerk in Camden (NSW) was another 

common opinion.446 

 

Among the many measures taken by the government was the Fair Rents Acts, which imposed 

rents controls. It sought to prevent the commercialisation of crisis by banning images of Father 

Christmas and New Year celebrations or even language suggestive of celebration such as 

‘yuletide’.447 Beasley seemed to relish the opportunity, declaring ‘[t]here is no Daddy 

Christmas’.448 Dedman wanted to stop gold mining by withdrawing the taxation relief.449 

Curtin launched an austerity campaign in a national broadcast on 3 September 1942, urging 

people to ‘strip away every selfish comfortable habit, every luxurious impulse, every act, word 

or deed that retards the victory march’.450 The Brisbane Worker thought the word ‘austerity’ 

had been deliberately used by detractors because of its ‘mid-Victorian, wowserish tang’ that 

suggested the general and not the specific.451 The Queensland branch of the ALP called on the 

Curtin government to increase the availability of alcohol as a reward for increased 

productivity.452 Ward sued the Consolidated Press for libel for an accusation that he had 

purchased ‘a 70 “non-austerity” lounge suit’.453 Page told the Grafton Rotary Club that British 

war finance had arisen from ‘the invincible spirit of the British people’, while the government’s 

 
446 Adelaide Advertiser, 27 June 1942, 8; Perth West Australian, 30 June 1942, 2; Brisbane Courier-Mail, 30 
June 1942, 4; Cairns Post, 7 July 1942, 2. 
447 Portland Guardian, 16 November 1942, 2; Sydney Daily Telegraph, 19 November 1942, 9. 
448 Sydney Sun, November 1942, 3. 
449 Cairns Post, 1 May 1942, 1; In response, a chairman of a Victorian mining company reportedly said such a 
decision would undermine reconstruction. Evidently, gold mining generally faced an uncertain future beyond 
the war, with the plastics industry seen as a competitor: Wiluna Miner, 11 September 1942, 4; Mount Magnet 
Leader and Youanmi Miner, 11 September 1942, 2; Daily Telegraph and North Murchison and Pilbarra 
Gazette, 12 September 1942, 2. 
450 Geraldton Guardian and Express, 9 September 1942, 2; Mingenew Irwin Index, 12 September 1942, 2. 
451 Brisbane Worker, 21 September 1942, 4. 
452 Ibid. 
453 Sydney Daily Telegraph, 8 November 1942, 8. 
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piecemeal approach to fixing price rises – ‘the Black Marketing Act, the killing of Santa Claus, 

or even a ban on pink icing on cakes’ – was insufficient.454 

 

Fadden continued to advocate for the Keynes plan despite acknowledging that it was a key 

reason for being ‘thrown out’ of office.455 Spooner called on Chifley to reconsider compulsory 

saving, but the treasurer was reported to have merely ‘puffed his pipe, reflectively’ and said 

‘no comment’.456 In South Australia, members of Adelaide high society attacked the Budget of 

1942 and declared their preference for the imposition of the Keynes plan. Among the dissenters 

were: Sir Lavington Bonython, president of the Taxpayers’ Association and a director of the 

Adelaide Advertiser; William Queale, the head of Kelvinator of Australia and president of the 

Chamber of Manufacturers who had early in the 1930s been president of the proto-fascist 

Citizens’ League; R. E. Jacobs, president of the Adelaide Chamber of Commerce; and Howard 

Lloyd, a director of many companies, including the Bank of Adelaide, Adelaide Steamship 

Company, SA Brewing Company and St. Peter’s College.457 The Inverell Times depicted a 

selfish Budget as compared to an equitable Keynes plan.458 Nevertheless, the Budget would 

receive the support of the Opposition because it was feared that an election would be called; a 

decision met in Adelaide with the ‘concern’ of ‘business men’ and ‘regret’ of ‘banker[s]’.459 In 

an opinion piece of 29 September, Fadden blamed the Budget on an inattentiveness in the 

 
454 Grafton Daily Examiner, 18 November 1942, 2. 
455 Brisbane Worker, 13 July 1942, 2; 3 August 1942, 2. 
456 Sydney Daily Telegraph, 23 August 1942, 7. 
457 Adelaide Advertiser, 4 September 1942, 7; W. B. Pitcher, “Bonython, Sir John Lavington (1875-1960),” 
Australian Dictionary of Biography (1979), https://adb.anu.edu.au/biography/bonython-sir-john-lavington-5287; 
Martin Shanahan, “Queale, Williams (1889-1951),” Australian Dictionary of Biography (2002), 
https://adb.anu.edu.au/biography/queale-william-11469; John Lonie, “Non-Labor in South Australia,” in The 
Wasted Years? Australia’s Great Depression (Allen & Unwin, 1981): 147; Alison Painter, “Jacobs, Sir Roland 
Ellis (1891-1981),” Australian Dictionary of Biography (2007), https://adb.anu.edu.au/biography/jacobs-sir-
roland-ellis-12691/text22877; State Library of South Australia, “Lloyd, Sir Howard (1868-1955),” 
http://www.slsa.sa.gov.au/archivaldocs/prg/PRG68_HLloyd_serieslist.pdf;  
458 Inverell Times, 9 September 1942, 3. 
459 Adelaide News, 3 September 1942, 3. 
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populace on matters of importance.460 Hardened for compulsion, the Sydney Sun ran columns, 

‘pro and con’, between ‘two prominent Australian union officials’.461 In favour of the Keynes 

plan was the General-Secretary of the Furnishing Trades Union, Oscar Schreiber, who had only 

a year earlier stood opposed to compulsory savings. Now, Schreiber argued, the ‘contracting 

market for commodities’ (especially for furniture) and ‘close on 100,000,000 increase per year 

in wages’ for workers could be used to stimulate post-war demand for the ‘production of 

consumer-goods’.462 Against the Keynes plan was Jack Carney of the Amalgamated 

Engineering Union, who said to the doomsayers, ‘if the untold wealth of this country is not 

sufficient security to finance our war efforts, and we have to resort to a paltry system of taxing 

the people’s pence to do their job then we are not entitled to this great heritage of ours’.463 

 

In 1943, Father Christmas was depicted in government advertisements advocating war saving 

certificates.464 The secretary of the Viticultural Society of Victoria, C. H. Morrow, wrote a 

letter to the editor of the Melbourne Age, warning the government that restrictions on wine 

sales – which had become popular with the shortage of beer – was being circumvented by 

importers supplying ‘unlimited quantities of wine, mixed with medicaments of doubtful 

potency’.465 The Curtin government’s war finance did not face comparable opposition to the 

previous government’s. As an editorial of the Melbourne Argus explained, the government’s 

plan in 1943 to drop the tax-free threshold from £3 to £2 a week then only return tax repayments 

after the war (at two percent interest) was ‘a modification of the British system of compulsory 

savings-cum-loan’.466 When the Senate threatened to block the proposed taxation measures, 

 
460 Melbourne Herald, 29 September 1942, 4. 
461 Sydney Sun, 6 October 1942, 4. 
462 Ibid. 
463 Sydney Sun, 6 October 1942, 4. 
464 Camden News, 9 December 1943, 2. 
465 Melbourne Age, 12 January 1943, 2; By this time, the second page was no longer the first news page of the 
Age: Sybil Nolan, “Age,” in Bridget Griffen-Foley, ed., A Companion to the Australian Media (Australian 
Scholarly Publishing, ebook, 2014), 12. 
466 Melbourne Argus, 29 January 1943, 2. 
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the editor wrote that ‘[i]t is illogical for critics’ to object to the ‘a plan which accomplishes 

much the same objective’ as the Keynes plan.467 There was appreciation elsewhere for the 

commonalities between the plans, as well as the greater political latitude workers gave the ALP 

for draconian measures.468 

 

A political correspondent of the Sydney Morning Herald drew an unfavourable comparison 

between the left of Australian and Britain to find the former afflicted with ‘intellectual 

barrenness’.469 Whereas the left in Britain apparently dominated economics – particularly 

through Keynes – and the Labour Party contemplating its first majority in the post-war election, 

the Australian left was ‘utterly miserable and anaemic’; something largely owed to a 

membership bereft of ‘[m]en of university education or from the professional classes’.470 The 

Curtin government imposed ‘hand-to-mouth’ policies, a ‘Dedmanism’ whereby ministers 

‘throw spanners into the wheels of capitalism without bringing us a step nearer to genuine 

Socialism’.471 This was in refenced to a botched attempt to impose a cap on share profits which 

was abandoned almost the moment it started. 

 

The Keynes plan remained prominent during the election campaign of August 1943. It seems 

the re-emergence of compulsion helped the ALP achieve victory, which had not been thought 

assured.472 Although Fadden insisted on the Keynes plan, by mid-1943 Menzies and others on 

the right came to see the issue of repayment itself as a major threat to reconstruction.473 Fadden 

saw Menzies’ interjection as ‘a stab in the back’.474 The ‘“No Socialism”’ pitch of Fadden was 

 
467 Melbourne Argus, 8 March 1943, 2. 
468 Sydney Morning Herald, 10 August 1943, 4. 
469 Sydney Morning Herald, 12 July 1943, 4. 
470 Ibid. 
471 Ibid. 
472 Macintyre, Australia’s Boldest Experiment, 155. 
473 Hobart Voice, 31 July 1943, 6. 
474 Sydney Australian Worker, 18 August 1943, 3; Macintyre, Australia’s Boldest Experiment, 157. 
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described as being ‘about a promising as “No Popery”’ given ‘a world drunk with the statistical 

Beveridge’.475 The Coalition ran an advertisement that featured the Keynes plan in rural and 

regional Victoria.476 Elsewhere, a Coalition advertisement compared Fadden’s compulsory 

savings scheme with the post-war ‘Wardism, Dedmanism and union bossism such as Australia 

has ever seen’.477 Another advertisement, in Curtin’s seat of Freemantle, cited the American 

Federation of Labour and its support for part-repayment of taxation after the war.478 Notably, 

at this time the Australian Worker acknowledged the importance of the Keynes plan to the rise 

of the Curtin government.479 In Fadden’s Darling Downs, the Pittsworth Sentinel imagined a 

heap of money, representing the national income, rising uncontrolledly, fueled by greed and 

stupidity and with sinister intent: ‘Inflation […] is a weapon in the hands of revolutionaries 

and they understand it perfectly.’480 On the hustings Fadden pitched the Keynes plan as an 

equitable alternative to Curtin’s social welfare policy which benefited ‘a limited section’.481 

The renewed push was met with support from expected circles, although with considerably less 

verve than in 1940 and 1941.482 Perhaps it was this lack of enthusiasm which meant opponents 

of the Keynes plan were even less inclined to engage in debate. Of the few compulsory savings 

 
475 Macintyre, Australia’s Boldest Experiment, 157. 
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1943, 4; Wodonga and Towong Sentinel, 20 August 1943, 2. 
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opponents was the former Commissioner of Taxation, Robert Ewing, who took Menzies’ 

line.483 

 

Conclusion 

 

Labour and the ALP press succeeded in stopping the implantation of the Keynes plan through 

relentless attack. The corporate press, economists, capitalist and the governments of Menzies 

and Fadden proved incapable of taking advantage of the wartime situation, as well as apparent 

popular support for compulsion, to bring about Keynesian war financing in Australia. 

Opponents of the Keynes plan, attacking Keynes and the capitalist underpinnings of his plan, 

turned public opinion and forced Curtin to oppose the government and, thus, seize power. 

Opposition to Keynesianism would fade, but not until after the resounding victory of the ALP 

at the 1943 election and the final abandonment of the Keynes plan by the conservatives. 

 
483 Sydney Morning Herald, 4 August 1943, 5. 
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6. Mothers Made of Iron: The Keynesian child endowment & the 
future race 
 
 

‘Have you heard about the local air minded (now heir  
minded) Scotchman, who, on hearing about the child 
endowment scheme, hung out a napkin on the clothes 
lines as a wind indicator for the stork?’ 
– Albany Advertiser, 14 July 1941, 4. 

 
 

In one way, Keynesianism did reflect the will of the people: the child endowment. It 

was a payment issued to mothers for every child after their first born. Although ostensibly 

about welfare, the immediate impetus which saw the first Menzies government bring the Child 

Endowment Bill before the Parliament was the need to reduce inflation while compensating 

families for austerity measures.1 Part of Keynes’s plan for war finance included a family 

allowance designed to address concerns that wage suppression would lower living standards. 

The suggestion by Keynes and, then, the Menzies government renewed efforts across Australia 

for endowment schemes, giving rise to a parliamentary inquiry in Victoria, pressure exerted by 

the Carpenters’ Union on the Western Australian ALP executive and a proposal in South 

Australia by an independent Member of the Legislative Council.2 This chapter discusses the 

debate on the Commonwealth scheme, although it includes the considerable discourse in which 

participants were confused about the state-Commonwealth divide.3 Unlike the compulsory 

saving part of the Keynes plan, the child endowment was mostly discussed on its own merits 

and did not provoke a sustained debate. The chapter is arranged thematically to reveal groups 

 
1 McCalman, Struggletown; Jim Hagan, The History of the ACTU (Longman, 1981), 144. 
2 e.g. Melbourne Labor Call, 28 November 1940, 6; Perth Westralian Worker, 19 April 1940, 5, Adelaide 
Advertiser, 7 November 1940, 14. 
3 There is a significant body of evidence pertaining to the child endowment in New South Wales that has not 
been considered. e.g. The Wollongong husband who was fined for making his wife underreport household 
income in New South Wales: Wollongong Illawarra Mercury, 9 August 1940, 8; The ‘married man with five 
children under 10’ who ‘earned £100’ and was eligible to receive ‘£1 per week’: Sydney Land, 10 May 1940, 
10. 
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of supporters in cities, towns and the country, women and women’s groups, the ALP and 

labour.  

 

The child endowment – known variously in the 1940s as the family allowance, family 

endowment, child aid plan and often confused with the mother or motherhood endowment – 

operated in Australia from 1941 until 1976.4 To be sure, the idea of payments made out to 

parents was not invented by Keynes. In Britain, Pitt the Younger sought to legislate the 

Speenhamland decision to provide, inter alia, ‘relief’ for the children of the ‘labouring poor’ 

in 1795.5 The tripartist Balfour Report of 1929 suggested to industry that it discover the benefits 

of tariffs and concessions to workers, such as a ‘Family Allowance’ and profit-sharing through 

increased wages (but not in the ‘unsheltered trades’).6 This came at the close of a decade in 

which family allowances had gained popular appeal and had been implemented in some form 

by the Unemployed Workers’ Dependents (Temporary Provision) Act of 1921.7 The activist 

Eleanor Rathbone ultimately persuaded Keynes (and William Beveridge) in the early 1920s as 

to the merits of a family allowance scheme.8 Rathbone’s book, the Case for Family Allowances 

(1940), argued for the scheme’s introduction as a ‘straightforward way of relieving poverty 

among working classes, and of preventing poverty from lowering the birth-rate and 

undermining the health of the coming generation’.9 The Lancet journal called for an allowance 

 
4 It would eventually become its present-day equivalent, the Family Tax Benefit, under the Howard government 
(1996-2007). Notably, the child endowment did not rise with inflation so that by the time it was wound up in 
1976 the value had halved: Julie Smith, “Paying for Care in Australia’s ‘wage earners’ welfare state’: The case 
of child endowment,” in Miranda Stewart, ed., Tax, Social Policy and Gender: Rethinking equality and 
efficiency (ANU Press, 2017), 184-85. 
5 The Minister for Labour and National Service, Harold Holt, made this point in his second reading speech for 
the Child Endowment Bill: Commonwealth, Parliamentary Debates, House of Representatives, 27 March 1941, 
337 (Holt); The broad idea of family allowances dates to the Code of Hammurabi in the 1750s BCE: Steven 
Pressman, “Keynes, Family Allowances, and Keynesian Economic Policy,” Review of Keynesian Economics 
2(4) (2014): 508-526. 
6 D. H. MacGregor, “Official Papers: Final Report of the Committee on Industry and Trade,” Economic Journal 
39(154) (1929): 295-97. 
7 Pressman, “Keynes, Family Allowances,” 511-12. 
8 Ibid., 513. 
9 Education: Journal of the NSW Public School Teachers Federation, 20 June 1941, 10. 
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in 1940, citing long-running schemes in Belgium, France, New Zealand and New South 

Wales.10 By the time a family allowance was introduced in the United Kingdom (in 1945), 

there was widespread support in Parliament and civil society, with myriad justifications 

offered.11 This ‘surge of interest in social policy […] forms an essential backcloth’ to the 

‘enthusiastic popular reception eventually accorded to the Beveridge Report’.12 

 

In Australia, the endowment arose in the context of the social security system that began in 

1909.13 By 1940, the child endowment concept had become established but also complicated, 

coming to mean different things to different people. The Royal Commission on the Basic Wage 

in 1921 marked the beginning of Albert Piddington’s campaign for a child endowment.14 

Piddington – like another major campaigner for an endowment, Richard Arthur, who is 

regarded as the progenitor of the Country Women’s Association – saw the payment as ‘the 

minimum duty of employers’ that arose from the right of ‘employees and their families to live 

according to current human standards of reasonable comfort’.15 Conservatives were divided on 

the matter, some being opposed on the basis of paternal rights while others within the Bruce 

government (1923-29) spied an opportunity to reduce the Basic Wage.16 A Commonwealth 

endowment scheme was rejected by a 1927 royal commission because the Basic Wage already 

‘provided for children’, although a minority report by John Curtin and Mildred Muscio, an 

activist and social worker, argued in favour of its introduction.17 The 1937 decision of the Court 

 
10 Education: Journal of the NSW Public School Teachers Federation, 15 August 1940, 16. 
11 Jose Harris, William Beveridge: A biography (Oxford University Press, 1997), 367. 
12 Ibid., 368. 
13 Smith, “Paying for Care,” 162, 172-81. 
14 Michael Roe, “Piddington, Albert Bathurst (1862-1945),” Australian Dictionary of Biography (1988), 
https://adb.anu.edu.au/biography/piddington-albert-bathurst-8043. 
15 Michael Roe, “Arthur, Richard (1865-1932),” Australian Dictionary of Biography (1979), 
https://adb.anu.edu.au/biography/arthur-richard-5061. 
16 Smith, “Paying for Care,” 173-74. 
17 John Edwards, John Curtin’s War, vol. 1. (Viking, 2017), 30-1; Terry Carney & Peter Hanks, Social Security 
in Australia (Oxford University Press, 1994), 36; Meredith Foley & Gillian Fulloon, “Muscio, Florence Mildred 
(1882-1964),” Australian Dictionary of Biography (1986), https://adb.anu.edu.au/biography/muscio-florence-
mildred-7715. 
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of Arbitration on the Basic Wage established the opposite position to the one advocated before 

it by the ACTU and Muriel Heagney; namely, that a child endowment would neutralise the 

practical argument in favour of equal pay workers that the wages of women workers should 

rise because it typically funds dependents.18 Indeed, as Bettina Cass argues, ‘no uniform 

“women’s position” emerged’ because child endowment had become associated with ‘the 

class-based wage fixation debates’ of the time.19 

 

It is no coincidence that Piddington, Arthur and Muscio shared with Keynes and Beveridge an 

interest in eugenics and support for a child endowment. Indeed, many Australian élites were 

active eugenicists in the 1920s and 1930s, suggesting all manner of schemes to weed out racial 

undesirables within the working class and Aboriginal populations, such as ‘slum dwellers, 

homosexuals, prostitutes, alcoholics, as well as those with small heads and with low IQs.’20 At 

this time eugenics was a statist approach to social Darwinism in which the ‘future race’ or stock 

of a particular society had to be saved from ‘race destruction’; ‘a belief in racial decay’ caused 

by a drop in population growth and the ‘urban masses’ with rising ‘physical deficiencies, 

insanity, and feeble mindedness’.21 The Menzies government supported the endowment 

because of its ability to reduce inflation with the ancillary expectation of increasing the 

population growth rate, as the minister responsible – Harold Holt – indicated.22 However, as 

Chapter Two shows, the payments extended to mothers and legal guardians of working class 

children and certain categories of Aboriginal children, marking a departure from the eugenics 

 
18 Bettina Cass, “Women, Children and the State: A study of child endowment and family allowance, 1916-
1981,” (PhD thesis submitted at the University of New South Wales, 1983), 163-64. 
19 Ibid., 173. Cass is well aware of the importance of Keynes and How to Pay for the War to the achievement of 
the child endowment. 
20 Ross L. Jones, “Eugenics in Australia: The secret of Melbourne’s elite,” Conversation, 21 September 2011, 
https://theconversation.com/eugenics-in-australia-the-secret-of-melbournes-elite-3350. 
21 Ann Curthoys, “Eugenics, Feminism, and Birth Control: The case of Marion Piddington,” Hecate 15(1) 
(1989): 74, 84. 
22 Cf. Cate O’Neill, “The Shifting Significance of Child Endowment Records at the National Archives of 
Australia,” Archival Science 19 (2019): 236. 
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of its proponents. Nonetheless, the pronatalism and paranoia of the settler was brought into 

relief by the suggestion of a Commonwealth child endowment during the war. Key feminists, 

such as Jessie Street of the United Association of Women, saw the endowment as ‘the first step 

to a new social order’ of reconstruction.23 In his second reading speech for the Child 

Endowment Bill, Holt cast the scheme as a down payment for reconstruction that would 

immediately ‘contribute materially to the welfare of 1,000,000 Australian children in 500,000 

Australian families’.24 The policy reflected, so Holt said, the ‘aspirations are crystallised 

throughout the community around the word ‘reconstruction’. We are not fighting to go back to 

the world of 1939’.25 The Curtin government would later use the endowment to justify lowering 

the taxation threshold in order to increase the amount of revenue it needed to finance the war.26 

 

Percy Spender first announced the possibility of a ‘family allowance’ in May, 1940.27 He later 

announced some kind of scheme providing ‘endowments to married couples’ would be devised 

by the Government.28 However, no scheme was announced until after the decision by Cabinet 

on 16 January.29 At Fadden’s second reading speech of the 1941 Budget in September, by 

which time he was prime minister, the Treasurer announced an increase in non-war related 

expenditure, three quarters of which could be attributed to the child endowment that had 

commenced on 1 July that year.30 The programme, which would cost £13 million a year was a 

said by Fadden to be a ‘monument’ to the UAP’s decade in office.31 Some 200 bureaucrats 

 
23 Ibid., 237. 
24 Commonwealth, Parliamentary Debates, House of Representatives, 27 March 1941, 376 (Holt). 
25 Ibid. 
26 Smith, “Paying for Care,” 180. 
27 Brisbane Courier-Mail, 9 May 1940, 1. 
28 Sydney Daily Telegraph, 9 August 1940, 5. 
29 Brisbane Courier-Mail, 17 January 1941, 4. 
30 Commonwealth, Parliamentary Debates, House of Representatives, 25 September 1941, 566 (Fadden). 
31 Commonwealth, Parliamentary Debates, House of Representatives, 2 October 1941, 628 (Fadden); Sydney 
Morning Herald, 9 April 1941, 12. 
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would be dedicated to its administration, including some drawn from the New South Wales 

department as that State’s scheme was coming to an end.32 

 

Town & country 

 

Unsurprisingly, the idea of a scheme for child welfare brought out all manner of values. Billy 

Hughes, a former ALP-turned-Nationalist prime minister, was among the first prominent UAP 

politicians to support the Keynesian child endowment. Hughes was concerned with the ‘falling 

birth rate’ as well as the children living in slums.33 The Ouyen Mail thought him naïve for not 

‘first abolishing the slummers’ who persisted in spite of welfare because of their ‘vices and 

weaknesses’.34 Others doubted the feasibility of an endowment separated from the rest of the 

Keynes plan. Warren Denning, the ABC’s political correspondent in the press gallery who is 

regarded as having been ALP-sympathetic, thought the endowment would not increase the 

birthrate until it was tied with ‘economic reorganisation’.35 The chairman of the Australian 

Natives’ Association (ANA) ‘strongly supported’ a Federal scheme.36 As the ANA was 

principally concerned with the interests of white Australian-born men, the support was 

understandably based on propagating the race. A letter to the editor of the West Australian by 

a clerk in the state bureaucracy quoted the words of the New South Wales Director of Health, 

who had said, ‘The majority of women, if they had economic security, would rather have 

children than be without them’.37 Other health officers also lent support to the endowment 

cause. For example, John Dale, the health officer of the City of Melbourne, saw a child 

 
32 Sydney Morning Herald, 9 April 1941, 12; Kyogle Examiner, 10 April 1941, 6. 
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34 Ouyen Mail, 8 May 1940, 3. 
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36 Melbourne Herald, 11 April 1940, 10. 
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endowment as rectifying problems caused by the Great Depression. According to Dale, the 

decline in enrolment of eleven percent at Victorian state schools was largely caused by the drop 

in living standards brought about by the Depression, especially for families with ‘more than 

two children’; something a child endowment could go ‘a long way’ to rectify.38  

 

There was widespread support for the child endowment expressed within the Catholic Church. 

On Sunday, 14 April 1940, a statement was read in Catholic services round the country. The 

Episcopal Committee of Catholic Action, which wrote the statement, stressed the need for a 

‘family wage […] sufficient to allow the family that amount of liberty and independence to 

which it has a strict right’.39 To remedy the ‘abuse’ of ‘large families’ the Committee demanded 

‘some method of endowment’.40 The statement went much further, quoting the late Pope Pius 

XI, in his call for ‘vocational groups’ for industry and workers ‘be given some share, either in 

the ownership, the management, or the profits of the business’.41 Membership of the Committee 

comprised the Archbishop of Melbourne, Daniel Mannix, the Archbishop of Hobart, J. 

Simonds and the Bishop of Maitland, E. Gleeson. The statement would be referenced for 

months after its publication and become the first in a series of annual statements released every 

year since.42 Even the irreligious were impressed, with one person registering support for ‘those 

Church leaders’ who advocated for an endowment and dismissing suggestions that the support 

was disingenuous.43 There was a genuine panic felt by some within the Catholic Church; the 

crisis of a ‘dying [White Australian] race’, aging population and the rates of marriage and birth 
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caused by ‘disastrous doctrines of materialism’.44 By the Second World War, the Catholic 

Church’s flirtation with fascism had given way to third way moderation, with suspicion of an 

expanding state and capitalist individualism.45 

 

To James Duhig, the Roman Catholic Archbishop of Brisbane (and prominent fascist 

throughout the 1920s and 1930s), the child endowment was a rebalancing of equality for the 

married man, who – unlike the unmarried man –  had actually spent his allocation of his wage 

on wife and children.46 As the Adelaide Southern Cross put it, there had been a conspiracy to 

stifle large families who had hitherto been subjected to discrimination.47 In fact, the paper saw 

the child endowment as merely a ‘necessary and urgent expedient’, the result of a ‘consensus 

of opinion abroad’.48 The conspiracy was not imagined, as the division between the large Irish 

Catholic working class and smaller English Protestant middle class in Australia had long 

attracted the attention of eugenicists.49 In the remote town of Streaky Bay in South Australia’s 

wheat growing area, the ‘Rev. McCurtin’ of St Canute’s Catholic Church opined to his 

congregation that the endowment could reverse the declining birthrate.50 There was a 

pseudonymous battle waged in the paper as a result. Those who opposed the child endowment 

because of its expense were ‘suicidal and ostrich-like’, while a supporter called for an election 

to resolve the matter.51 The economist Colin Clark, by then a bureaucrat in the Queensland 

Government, believed the child endowment could form a major part of war financing: ‘The 

only policy which would lighten the burden on those least able to bear it would be a policy of 
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child endowment, financed by a levy on employers in proportion to their wage payments.’52 At 

this time, Clark was converting to Catholicism and developing a relationship with B. A. 

Santamaria.53 It is notable that Clark had a major influence on Santamaria as post-war 

Keynesianism was beginning to take hold of the Australian Government and prominent 

Catholics were beginning to see the value of Keynes’s ameliorated capitalism as an alternative 

to both laissez-faire capitalism and statist communism.54 

 

As with the Keynes plan generally, the Menzies government allowed speculation to thrive long 

before any decision was made. An innovative resident of South Yarra proposed a Keynes plan 

for the child endowment, whereby single men of ‘healthy stock’ would receive sequestered 

income upon marriage and for every child thereafter.55 A resident of the wealthy suburb of 

Kew, Melbourne, warned that the New South Wales endowment had caused ‘record levels’ of 

‘divorce, juvenile delinquency and malnutrition’ and, instead, he advocated ‘free’ services 

‘direct to the child’.56 Whatever the scheme, it would have to be ‘financed by the working 

population’ because ‘the rich and the bachelors’ were ‘not as numerous’ as was popularly 

believed.57 The Independent MP, Arthur Coles, wanted a national child endowment and 

thought the National Security Regulations could provide for one.58 At a public event in Yass a 

former ALP member of Parliament, J. J. Cusack, asked the member for Hume, the Country 

Party’s Tom Collins, if the guardians or foster parents of children who had fled Europe would 

be eligible for the endowment.59 Asked by the ALP’s Arthur Calwell if the government would 

consider a parliamentary inquiry into a child endowment and marriage loans, Menzies agreed 
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to take the matter under consideration.60 One of the more ambitious plans was proposed by the 

Horsham Times, which wanted the endowment financed by a ‘levy on the earnings of 

unmarried adults over 25 years and age of childless couples’; apparently a financial sanction 

would provoke mass copulation.61 

 

After the January announcement that the government would introduce a child endowment, 

there remained much uncertainty. For one, it had not achieved its purpose: a reduction in the 

Basic Wage. While the child endowment was said to have not influenced its decision, the new 

scheme was on the minds of the judges of the Full Court of Arbitration. In February 1941, the 

Court reached a unanimous decision to effectively keep the Basic Wage at its present level in 

response to an application for an increase by unions representing some 600,000 workers.62 The 

court, in separate decisions, saw the 1937 decision that pegged the basic rate in line with the 

cost of living as sufficient for wartime inflation. In obiter dicta the Chief Judge, George Beeby, 

indicated his long-time support for assistance for families with four or more children and the 

simplification a child endowment would bring to the fixation of the Basic Wage. Indeed, the 

Chief Judge noted the failure of unions to apply for an increase on these grounds. Judge O’Mara 

explicitly stated that ‘the proposed child endowment scheme had not influenced his decision 

against an increase in the basic wage’.63 In his view, while it was ‘paradoxical to propose in 

times of war an expensive social reform not thought possible in peacetime’, an endowment as 

‘expressed by Mr. J. M. Keynes’ would address the inequalities caused by war finance. 64 In 

effect, the court had confirmed the view of the prominent union advocate and feminist 

campaigner for equal pay, Muriel Heagney, who had written the following in Are Women 
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Taking Men’s Jobs? (1935): ‘Though men’s wages have never provided adequately for families 

they have […] enabled the average worker to marry and rear a family, at varying levels of 

subsistence. This, however, involved the sacrifice of comforts and interests by husband and 

wife which placed married people at a great social disadvantage during the period when their 

children were dependent.’65  

 

In Hobart the Mercury reported the existence of ‘a strong body of opinion […] anxious that the 

Federation Government shall proceed with its scheme’, including E. Roland Walker, Professor 

of Economics at the University of Tasmania, who wanted any gap financed by ‘the payroll 

tax’.66 Although the President of the Chamber of Commerce, P. J. Everard, told the Mercury 

‘there had been no chamber discussion of the possible new tax’, but any increase in payroll tax 

would automatically increase the Basic Wage and incur inflation. Another businessman said 

the child endowment would help Tasmania, which had a high percentage of its population 

under the age of 16 relative to other state, ‘enable Tasmania to get back something of its large 

contribution to the Mainland’ in the form of population depletion to the wealthier states.67 ‘A 

social worker’ wrote: ‘if [the Government] faced up to the problem of the under-nourished 

child, [it] would be saved a great deal of money in the long run. […] There would be abuses 

[…] but only in a small minority of cases and it would be possible to arrange for some 

supervision by persons such as social workers and health inspectors to ensure that child 

endowment payments were not wasted.’68 
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Little was made of the child endowment’s application to Aboriginal children beyond a passing 

mention that ‘Aboriginal children will be treated the same as white children in comparable 

circumstances’.69 The Chief Protector and Director of Native Affairs in Queensland, J. W. 

Bleakley, thought the payment would ‘assist the States greatly in caring for Aboriginal 

children’.70 Once the scheme commenced there were occasional sensational stories. For 

example, after six months of operation, ‘the Police Court at Murgon’ near the Cherbourg 

Aboriginal Settlement was reportedly experiencing an influx of gambling, alcohol and assault 

offences which police connected to the child endowment.71 A correspondent to the Australian 

Women’s Mirror recounted a gathering at which ‘most women’ declared using the endowment 

for their children. However, one mother (‘Mrs. Quiverful’) ‘cheerfully admitted using the child 

endowment to pay her domestic help’s wages’.72 When confronted, the mother explained, 

‘when you’re always up to your eyes in cooking and sewing and the like, you never get to 

really know your own children’.73 

 

The ‘Plain English’ column in the Bulletin launched a belated broadside against the 

endowment, calling it ‘humanitarianism in a hurry’ and claiming the New South Welsh scheme 

had resulted in a lower birth-rate and higher unemployment.74 After the Child Endowment Bill 

passed through Parliament in April with less than ten hours of ‘“deliberations”’ the column 

warned that ‘Australia will degenerate into a bureaucracy with a democratic label’.75 The child 

endowment used by the Hitler government (1933-45) in Germany had been effective because 
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of ‘an appeal to patriotism’.76 This is almost certainly a reference to the programme operated 

by the Lebensborn organisation, which provided generous welfare for racially desireable 

mothers, regardless of their marital status.77 The Northam Advertiser thought reading Keynes 

would ‘fully justify the action of the Australian Government’ even though ‘many will content 

[…] that his proposal seems to have been thought out more carefully than was the scheme 

recently passed by the Commonwealth Parliament’.78 Senator John Spicer of the UAP told a 

conference of the Rotary Club gathered in Melbourne that the new endowment would ‘entail 

an increase of 25 percent in income tax’ and came with Keynes’s recommendation.79 The 

reliably Keynesian regional press in Queensland nevertheless registered concern for the lack 

of detail: ‘It is not easily explained how it is all to be managed, and it is asked if the present 

time of strain and stress is auspicious for so wide an expansion of our spending on social 

provision.’80 

 

The Keynesian Advocate in Burnie printed an article by the Nationalists describing the measure 

as ‘long overdue’ and casting it in a supposed tradition of conservative-led social reform.81 The 

paper believed there was a dichotomy between the Associated Chambers of Commerce, who 

had recently met in Canberra, and the Trades Hall in Melbourne. The former resolved that the 

post-war period should see the introduction of national insurance ‘sufficiently wide in its 

application to embrace every member of the community, and to provide security against 

accident, sickness or unemployment’; the latter, ‘by a small majority, it is true’, warned ‘the 

workers of Australia against the pledges for establishing a better order at the end of the war’.82 
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In the editor’s view, ‘the child endowment scheme [is] an answer to this defeatist nonsense’ as 

is ‘the proposal’ of the Chambers of Commerce.83 Holt’s musings on how to pay for the child 

endowment, given in his second speech, were not well received by taxpayers’ associations. The 

proposal of a 2.5 percent tax on weekly earnings over £20 was seen by the New South Wales 

and Victorian associations as justification for ‘certain classes of traders’ to ‘dismiss 

employees’.84 The Queensland Taxpayers’ Association instead wanted a progressive tax.85 In 

that state there was an expectation that the child endowment could only be financed with the 

introduction of the compulsory saving aspect of the Keynes plan as well.86 

 

Fadden was beginning to show signs of strain when the question of finance arose in August. 

He attacked the secretary of the New South Wales taxation association and called for him to 

be ‘disciplined’; a request the association rejected.87  The secretary, J. M. White, said, ‘[i]f the 

Government is embarrassed by comments arising from mistaken anticipations of how the 

money for child endowment is to be raised, there is an obvious remedy, and that is to tell the 

people frankly what is intended’.88 Fadden was also said to be considering a gag order on 

‘speculation about the new Budget’.89 Ian Clunies-Ross, ‘speaking personally, and not as 

honorary treasurer of the Economic Society’, said: ‘I sympathise with Mr. Fadden in his 

extreme business and his nerve strain, as it were, but I feel that he is a bit unwise in threatening 

anything in the nature of censorship.’90 The influential Clunies-Ross was the President of the 
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Australian Institute of International Affairs (AIIA) and part of the family that had a kingdom 

over the Cocos Islands from 1827 to 1978.91 

 

When Menzies visited Western Australia in August, the Northam Advertiser suggested he 

promote his child endowment to counter the perception ‘rightly or wrongly […] that he pays 

too much attention to the claims of big business, and, unfortunately, many of the appointments 

he has made to important war-time positions, have done nothing to remove this feeling’.92 In 

the view of its editor, Menzies needed to assure people that it ‘does not violate the letter of the 

Constitution’ by imposing a tax upon State governments and deal with ‘the awkward point’ of 

removing child tax deductions.93 Fadden’s proposal meant ‘employers of labour […] will be 

worse off than had no child endowment enactment been passed’.94 The paper registered its 

concern that other aspects of the ‘Keynes plan […] should have been given closer 

consideration’. 95 

 

Another issue that arose with the administration of the endowment related to privacy. It was 

reported that ‘many parents’ were declining the opportunity to apply because the form was 

invasive of their privacy, requiring the disclosure of intimate details in front of a spouse or a 

Justice of the Peace.96 The taxpayers Association of New South Wales called in the government 

to appoint women to oversee the scheme’s administration owing to their shared understanding 

for the need of discretion.97 
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Women & women’s groups 

 

While many womens’ groups did not mention Keynes specifically, the sudden expansion in 

child endowment discourse began in line with the revised plan of February 1940. The Perth 

Dawn, a paper of the conservative Women’s Service Guilds of Western Australia, reported a 

study conference the organisation had conducted on a ‘family endowment’.98 ‘Mrs. W. H. 

Evans’ said the ‘question’ of an endowment ‘is coming increasingly to the fore’ because of 

Keynes. 99 In Australia, ‘[t]hose advocating family endowment were concerned with the third, 

fourth, fifth and further children’ who were ‘not provided for’ by the Basic Wage.100 Noting 

the majority report of the 1927 Royal Commission, ‘Mrs. Evans concluded’ that any payments 

should ‘distribute some of Australia’s wealth among the mothers of Australia, who would 

spend it on essentials’ and not fritter wealth on ‘gambling, unemployment, etc.’.101 Perth was 

renowned as a centre of feminist activity in Australia, with the Guilds a major source of the 

energy during the war as it pursued ‘a specifically bourgeois ideology of womanhood’, 

reflecting a membership that came from the ‘middle and upper classes of Perth society’; thus 

explaining the view of the unemployed as frittering away.102 

 

Another contributor was Marjorie Clark who addressed the Women’s Christian Temperance 

Union at the Rosalie Baptist Church in Brisbane.103 Clark placed the struggle for an endowment 

in an international context, in which she judged Australia to have made ‘the greatest number 
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of efforts’.104 Clark had earlier told Queensland Country Life that funding ‘should be, among 

other things, higher taxation of families with fewer than two children and of unmarried 

people’.105 She drew inspiration from ‘the Educational Societies’ in Britain which had achieved 

‘the greatest factor’: supplying ‘milk at a low rate’.106 Ultimately, ‘any scheme is worth trying 

[…] as healthy children are Australia’s greatest asset’.107 Notably, Clark was the wife of Colin 

Clark, the senior economist with the Queensland Government who was a eugenicist but, like 

Keynes, came to see population growth as essential to the economic growth needed to maintain 

full employment.108 Other speakers at the Temperance Union stressed how changed the 

economics where since the Depression, with malnutrition common in children and housing in 

short supply. One speaker thought the war had worsened the birthrate because ‘young women 

[…] asked why have children only to be used as gun fodder?’109 Another speaker thought 

frivolous spending and alcoholism had depressed population growth. 

 

The president of the League of Women Voters, Bessie Mountford, wanted the Basic Wage to 

provide for ‘two people, the wage earner and the person responsible for the domestic side of 

livelihood’ with an endowment to  ‘supplement[]’ all children.110 Such a ‘system would not 

only eliminate the present drain upon industry for thousands of fictitious wives and unborn 

children’ but improve living conditions for children.111 Mountford was married to the 

anthropologist and ethnologist, Charles Mountford.112 Together, they would be key figures in 

the American-Australian Scientific Expedition to Arnhem Land in 1948; an undertaking 
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variously influenced by reconstruction, the decline of empire, orientalism and Australia’s 

growing reliance on the United States for security.113 Ellinor G. Walker, the noted feminist and 

member of the League of Women Voters, argued against higher wages, which she saw as 

inflationary and as giving ‘a further unfair advantage to the childless’.114 According to Walker: 

‘[the] Child endowment […] is an essential corollary of the living wage system, which purports 

to consider the needs of the worker as a husband and father. The child has a claim upon the 

community, not only as an innocent and helpless individual, but as a unit of the future race.115 

Walker – who lived with her parents in the comfortable Adelaide suburb of Kent Town – is 

known to historians as having been ‘[u]nmarried and independent’.116 

 

Among womens’ associations, support for the child endowment was strong. The United 

Housekeepers’ League informed the press that it had sent a letter to Menzies ‘applauding his 

mention of child endowment’ but imploring him to take immediate action.117 The urgency, 

according to the League, lay in post-war planning. Australia would need ‘foreign migration of 

the best type’, but ‘if help could be given to people of other nationalities it was considered that 

money should be first available to help Australian born citizens’, to provide ‘economic 

security’ and ward off ‘dead-end jobs’ that have ‘form[ed] a race of compulsory loafers’.118 

The Wynnum district branch of the League welcomed news of a Federal endowment 

announced prematurely by Harry Foll, the Minister for the Interior and Minister for 
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Information.119 At the Western Australian Women’s Conference there was ‘one of the most 

emphatic and natural demands’ for the endowment.120 The ALP press spread the view of the 

Western Australian Women’s Conference that a child endowment would serve a national 

security function: ‘It was freely claimed […] that this was a much a part of the preparation for 

the defence of this Commonwealth as any training for soldiers […] and even more important 

as the welfare of the children of the country and of the freedom of their mothers from worry 

during the entire rearing period had more to do with the assured future of the country than even 

the equipment of any number of soldiers for fighting at any time.’121 The Federation of 

Mothers’ Clubs resolved to support the introduction of the child endowment by agreeing to 

attend a rally in support for the idea orchestrated by the Teachers’ Union.122  

 

Although support among womens’ organisations was not isolated to conservative advocates, 

there were nevertheless opponents. Alice Campbell, the secretary of the Northern District 

Provincial Council of Unemployed, Women’s Section, and secretary of the Unemployed 

Women’s Committee at Newcastle Trades Hall, was vehemently opposed. In a letter to the 

editor of the Newcastle Morning Herald and Miners’ Advocate, sent in February, Campbell 

accused the government of ‘tottering’ on the ‘racial suicide’ perpetrated by successive 

government that had failed to increase birthrates.123 (Racial suicide was a term popular in 

twentieth-century eugenics discourse.124) If anything was to be done, she opined, it would be 

to provide ‘special feeding of some of the emaciated schoolchildren, mainly the children of 

fathers who have been forcibly unemployed for years’, ‘[c]ut out the miserable dole’ and 
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provide ‘work that we may obtain proper food and shelter and the right to live as decent citizens 

and so serve the country we love’.125 Since the publication of her letter, Campbell claimed she 

had been ‘inundated with letters and inquiries from many poor, suffering mothers throughout 

this whole district’.126 She described some of the correspondence: 

One poor mother (deaf and dumb) grieves over the loss of her child who […] could 

have been saved had she been granted the necessary food and medicine that they could 

not afford from her husband’s invalid pension . […] Another writes deploring the fact 

that wives whose husbands are in constant employment in industry go out and work 

cleaning, etc., while single girls are forced to live and impose on parents. […] What 

right has this woman who is in receipt of motherhood endowment, also, to neglect her 

home duties and grab what little work is offering, thereby forcing young girls away 

from home to seek work elsewhere.127 

The endowment idea was ‘a shame and disgrace’ because of its persecution of ‘the unemployed 

on Government food relief’, whose payments will count as employment by the ‘Food Relief 

Department’.128 Others were opposed to the endowment as well. It was reported that the annual 

meeting of the Council for Mother and Child in Hobart had heard from ‘Mrs. O. Calvert’, who 

ridiculed the endowment for its failures: namely, there had been ‘no great increase […] in the 

birth rate in Australia […] no noticeable decreased in the death rate of Australian mothers’.129 

The motion calling for the child endowment was put by the Bellerive women’s branch of the 

ALP, but was defeated after it was amended to include a national conference of ‘health 

departments and voluntary welfare associations’.130 
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Women correspondents were often supportive of a child endowment. P. D. Fox, a ‘young wife’ 

in the regional Victorian town of Echuca, described the universality of hardship experienced 

by wives whose enlisted husbands were absent: ‘apart from the anxiety for our husbands’ safety 

and the loneliness, we have been unable to raise those families which the older generation 

accuse us of not wanting.’131 A ‘Very Worried’ woman wrote to the editor,  

My husband who was in the last war, has again enlisted […]. I have been struggling to 

get a home together, as my husband was out of work for four years during the 

depression, and now we are comfortable and I have just paid the final instalment off 

my furniture. My rent is 35s per week, and I have a girl going for her intermediate. But 

I don’t know how I am going to be able to keep my girl at school, pay my rent, live on 

the allowance paid by the Government. Surely the Federal Government ought to protect 

and help wives, when their husbands have gone to fight for the Empire. Must I sacrifice 

my home and child and live in the slums, or in a room. I am 45 years of age, and not 

always in the best of health.132 

A mother of eight children living in the Riverland of South Australia described the ‘hard 

struggle of large families’ in a society where the ‘basic wage system’ has ‘provision for many 

non-existent wives and children but no sustenance at all for children in families’.133 In her view, 

it was ‘[n]o wonder artificial birth-control is rampant’ and the birthrate depressed.134 The ‘best 

immigrant’ is ‘the Australian-born baby’ and [t]he family is the foundation of the nation’.135 

This refrain of the best immigrant was repeated elsewhere, such as ‘For a dinkum Aussie 

population’.136 Similarly, a ‘father of seven’ cited the ‘falling birth rate’ and migration in 

 
131 Melbourne Age, 17 November, 2 (1). 
132 Newcastle Sun, 1 July 1940. 
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reference to a need for the payment.137 Anne Nesbitt of Adelaide thought a child endowment 

would improve the fitness of the population, which would be useful ‘in peace or war’.138 The 

corresponding address given by Nesbitt belonged to the offices of an amateur wireless group 

operated by the Governor of Adelaide Gaol, the pharmacologist E. A. Barbier.139 There were 

detractors. ‘(Mrs) H. E. Batten’ of Ballarat ‘hoped sane judgement [would] prevail’ so that the 

government would come to see that ‘many parents’ – those who lived in ‘poverty’ – ‘have little 

love for their children and the endowment allowance would be spent in liquor, betting and 

amusement’.140 Batten further ‘hoped’ that providing ‘free kindergarten’ would see 

‘communism, socialism, and their accompanying evils […] gradually replaced by Christianity 

and faith in our leaders’.141 A resident of Victoria, Ann Zac, though the child endowment could 

form the basis of reconstruction, with a civil society centred on raising children with ‘the ideal 

of living for humanity, not having to die for their country’.142 

 

ALP & labour views 

 

From the time of Keynes’s revised plan the ALP and labour presses were alert to its purpose. 

With feigned amazement, W. A. Wood, the communist foreign editor of Sydney’s Daily News, 

observed how the family allowance ‘suggested by Mr. Keynes as an addendum to his 

compulsory savings plan’ had been ‘taken up in all sorts of unexpected quarters’: ‘The toughest 

reactionaries […] suddenly developed an amazing solicitude for the children of the poor.’ 143 
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The Perth Westralian Worker was also suspicious of ‘Mr. Keynes’s afterthought’.144 At the 

same time the sudden shift in the politics presented an opportunity. According to the AWU’s 

Sydney paper, the Australian Worker, the question of reconstruction rested on the children’s 

welfare: ‘the advent of another war […] suggests that it is possible to win a war and lose a 

progressive future of the country by failure to realise that the young children who are growing 

up are that future, and that their mothers are living, breathing human beings and not robots, 

made of iron who need neither food, clothing nor shelter.’145 The need for a payment to mothers 

was readily apparent to ‘all who handle children’ and see ‘the fluctuations of work and wages 

[…] on the growth, health and happiness and even education of the young’.146 Like the 

Westralian Worker and the 1929 Royal Commission minority report, the paper wanted an 

endowment funded by consolidated revenue, as the New South Wales scheme had been from 

1934 when the levy was ended.147 Funding derived from taxation would undermine the benefit 

derived, according to the New South Wales Public School Teachers Federation.148 

 

The Federal ALP would again hedge against the certainty of a commitment even though Curtin 

had supported it in 1927 and Calwell had recently supported its introduction in Victoria through 

the Select Committee on Child Endowment.149 But, as with the Keynes plan generally, this did 

not prevent those within the party from airing their opinions. In an address to the Women 

Citizens’ Movement, the Victorian ALP MP and prominent Catholic, Bert Cremean, said the 

basic wage was ‘hopelessly inadequate, especially for larger families’. 150 ‘[M]alnutrition’, 

which ‘while […] not always caused through lack of sufficient food’, was common in 
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‘industrial areas’ of Melbourne, ‘where hundreds of children were provided with meals in the 

schools’.151 The ‘women’s central organising committee’ of the ALP, at their quarterly 

conference, resolved that any endowment scheme should be ‘Commonwealth-wide’ and apply 

to all children after the first born.152 The conference also resolved to call on Melbourne Trades 

Hall to oversee ‘a conference be called of federal unions’ on the topic of women’s employment, 

including a proposed motion in which the ACTU is asked to support ‘equal pay’ in industries 

new to women.153 In this way one can see how some perceived a positive relationship between 

women’s employment and the health of children. The question of whether to support a child 

endowment was on the busy agenda of a conference of women held by the South Australian 

ALP in July 1941. The ‘Prospect electorate committee […] asked the conference to seek child 

endowment payments of 12/6 for all children, including the first, and the restoration of income 

tax deductions to recipients’.154 Scullin announced support for the child endowment in 

Parliament in December 1940, believing that family tax concessions benefited the rich.155 

 

Within the unions the child endowment was not settled policy. After the ACTU leadership met 

the Acting Prime Minister, Fadden, early in 1941 it reported to the Trades Hall Council on 30 

January. The meeting provided an opportunity for delegates to air grievances about the 

government and the ACTU leadership. Jim Coull, representing the Liquor Trades Union, 

mocked the workload of the leadership, saying ‘too much responsibility had been placed on 

[their] shoulders’ and that greater involvement of unions was needed.156 To laughter and 

applause, Coull said ‘the older men wanted the war to go on provided the younger men were 
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prepared to do the fighting, and the paying of it was left to the unborn babies. At the present 

time […] the proposal of the Government to establish child endowment was a policy of robbing 

Peter to pay Paul’.157 Although Coull was ‘not opposed to child endowment […] the workers 

should not be made to believe that it would mean very much to them. Child endowment had 

been operating in New South Wales for years, and in spite of it there were thousands of slums 

and barefooted children in that State’.158 Coull, who was a committed socialist, the issue 

marked the separation between socialist and non-socialist trade unionists.159 He drew a 

comparison between those advocating for a child endowment and those advancing economic 

development: 

The factory chimney, while privately owned and controlled did not bring prosperity to 

the worker. When will our leaders realise that capitalism is finished, and that their 

responsibility is not to prepare for the post-war problems, but to prepare it for the 

present problems? I take it, that Mr. Monk and the other leaders of the ACTU are 

students, but what have they learned from the books, Fallen Bastions and the Ragged 

Trousered Philanthropist? If our leaders understood what was portrayed in those books, 

they would be preparing now for the change in our social system and direct the workers 

along intelligent lines of action.160 (Quotation marks removed.) 

F. Donovan of the Timber Workers’ Union ridiculed the Council, ‘Labor’s compromise’ and 

the unions generally for having ‘done nothing to oppose’ the Menzies government.161 The child 

endowment was just another attempt to ‘coerce the workers’ into accepting low wages.162 

Earlier, the Queensland state council of the ARU resolved to support the child endowment but 
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not if it influenced the basic wage because ‘the policy of the union’ is to ‘strenuously […] 

oppose conscription, militarily and economically’.163 An unnamed ‘trades union official’ told 

the Hobart Mercury, ‘[i]f we do not breed a virile nation somebody else would take the country 

from us’.164 When the bill came before Parliament in April, Curtin ‘made it clear that, while 

the Labor Party fully realised the imperfections of the bill, it was not prepared to risk having 

the measure shelved’ and under the pressure exerted from the treasury benches he ‘reduced the 

debate on the measure to a minimum’.165 Curtin also assured the Australian people that if the 

economic burden of the endowment became ‘insuperable’ then ‘other economies’ would be 

made to ensure the ‘welfare of our citizens’.166 It was later reported by the Brisbane Worker 

that the government had been forced to amend the bill ‘after the Canberra bureaucrats’ were 

found to have made it inoperable such that the 1,000,000 children (out of 1,800,000) would not 

receive payment before the age of 16.167 In fact, ‘Artie Fadden and his Big Business economists 

got away with the Childhood Endowment Scheme, which turned out not to be a Childhood 

Endowment Scheme at all, but “a trick to bluff the workers,” as a prominent Taxpayers’ 

Association man in the South described it’.168 The paper thought the endowment a 

‘legerdemain’ with ‘farcical contortions’; one designed to secure the re-election of the UAP to 

bring about a post-war Keynes plan, which would see an ‘intensification’ in suffering of 

‘hundredfold’.169 

 

The opposition to the child endowment continued after it became law. On 25 June the 

Launceston Trades Hall Council convened a ‘special meeting’ on the Keynes plan at which 
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‘total opposition was recorded’.170 One delegate said the child endowment was the forerunner 

for the Keynes plan itself.171 Once the endowment came into operation opposition to it 

expanded to the Leader of the Opposition. The government now sought to abolish the £50 child 

tax deduction; a decision that provoked ‘[a] scathing attack’ from Curtin ‘immediately [after] 

he stepped off the train from Perth […] [u]nshaven after his long trip’, declaring: ‘Child 

endowment has nothing to do with taxation, and should have nothing to do with it. […] Child 

endowment legislation was introduced by the Government as an alternative to a substantial 

increase in the basic wage.’172 

 

Evatt, Forde, Beasley and others from the ALP were incensed. Fadden, however, calmly asked 

them to explain where the gap in funding would come from. ‘It was clearly understood by all 

parties, when child endowment was introduced, that £2,000,000 of the £13,000,000 was to be 

provided by abolition of the tax concession for endowed children.’173 As mentioned above, 

Holt had not wished to discuss particulars in his second reading speech. However, the move 

was not unforeseen. Meeting in Perth in April, the Australian Public Servants’ Federation had 

passed a motion calling for the endowment to be extended to all children with no reduction to 

tax exemptions and the standard basic wage. The motion was put by C. R. Muhldorf, who 

called the endowment ‘one of the most important questions ever brought before… the 

Federation’.174 (Muhldorf would at some stage become the vice-president of the Queensland 

Central Executive of the ALP.175) Another motion condemned the existing plan as ‘vindictive’ 
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sleight of hand to ‘the middle class’.176 Notably, a columnist for the Perth Western Mail noted 

all conference matters were ‘debated by men’ because there were ‘no official women delegates’ 

in attendance.177 

 

When Fadden was said to have suggested a budgetary gag order, the director of the Research 

Bureau of the Trades and Labor Council, John Lindsay, ridiculed the report: ‘The Budget is 

not Mr. Fadden’s private affair, but that of the Australian people. […] If people do not discuss 

possibilities of the Budget, they may wake up too late and find that, things have been foisted 

on them which otherwise might have been prevented.’178 Some in the ALP wanted Curtin to 

take his opposition further by ‘persuad[ing] Caucus that the disallowance of the deductions for 

endowed children is essential for the financing of the Child Endowment Scheme’ or by 

expanding the scheme to first born children.179 But the Hobart Voice assured its readers that 

the FPLP ‘ may be depended upon to fight strenuously the latest attempt by the Government to 

exploit child endowment’.180 The Brisbane Worker attacked the Menzies government’s 

adherence to the ‘obnoxious plan’ of the ‘economist for British capitalism’, including the 

revocation of tax deductions, which had now brought about ‘widespread protests’ and 

‘industrial upheavals’ in Britain as the workers attempted to ‘shake off the shackles’ imposed 

by Keynes.181 The paper saw the revocation of tax deductions as one of the ‘numerous 

“catches”’ Keynes had built into the Keynes plan: ‘It is now quite evident that real child 

endowment for the people was not the motive behind the Fadden Menzies family allowance 

legislation. Real child endowment will be given when the people give the Labor Party a 
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mandate to control the Federal Parliament.’182 Citing research release by the British Labour 

Party, the paper concluded that the Keynesian child endowment was in fact the balance struck 

by the Nazis that was designed to ensure ‘actual starvation of larger families could be avoided, 

while the real wages of unmarried men and those with smaller families could none the less be 

severely reduced’.183 Unsurprisingly, given the positions occupied by the Worker’s editor, the 

Queensland ALP echoed the same sentiments soon afterwards.184 The paper was not opposed 

to the idea of a child endowment and had reminisced how the scheme had been ‘first suggested 

in 1925 by then Queensland treasurer Forgan Smith’.185 (Notably, it was William Gillies who 

was the treasurer in 1925.186) 

 

Conclusion 

 

Although this part of Keynesianism reflected popular will, support was constrained by the 

reality that it was designed for the urgent need to reduce inflation by curbing incomes tied with 

the need to maintain a healthy population for future economic growth. The child endowment 

at this time inherited much of the preconceptions that had preceded Keynes’s family allowance 

suggestion, although like earlier advocates he too was imbued with a eugenics centering on 

general population health. The dominant concern was the economics of the near and long term. 

Once the ALP was in power the social services expanded by the Curtin government were 

understood as operating in a similar fashion to the child endowment: soaking up expendable 

incomes through increased taxation.187  
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7. Without Cutting the Claws of the Profiteers: A Keynesian 
reconstruction 
 
 

           ‘Before I could see 
           Before I could cry out 
           Before I could go hungry 
           I was the world fit for heroes to live in.’ 
           John Berger, Self-portrait 1914-18 (1970) 

 
 

The thesis, thus far, as demonstrated that the capitalist reformation known as 

Keynesianism largely resulted from the will of capital. The extent of popular will for 

Keynesianism, as opposed to a general desire for a break from the antebellum, lies in the 

pragmatic decision to support the child endowment put forward by the Menzies government. 

This chapter completes the assessment by considering the popular will for a Keynesian 

reconstruction, includingthe deferred payment of wages under the Keynes plan and full 

employment policy. It will contextualise, thematically, reconstruction in relation to the war, 

beginning with concerns about unemployment residual from the Great Depression and the 

varied economic recovery that occurred in the 1930s. Although the trade unions remained 

opposed to Keynes and suspicious of full employment policy, the ALP in government was 

acutely aware of the limitations imposed on it by the Constitution of Australia and the powerful 

interests that would rally against it. Finally, the chapter considers an undercurrent of Keynesian 

discourse about public credit creation within which the beginnings of the nationalisation of 

1947 can be seen, particularly as it applies to proponents of Douglas credit and the extent of 

government’s legitimate use of the Commonwealth Bank of Australia. 
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The idea of reconstruction 

 

At some point the concept of reconstruction gained popularity, at first as a political figure of 

speech prior to the American Civil War and gradually becoming a literal development of 

something destroyed, usually as a result of warfare.1 The Australian reconstructions were novel 

(and somewhat nonsensical) being the figurative reconstruction of something not destroyed 

and the literal development of something not yet fully in existence. Another feature of the 

Australian reconstruction idea was its close association with ‘nation-building’, a concept 

peculiar to ‘new world’ countries and necessarily based in the view of the settler looking out 

over virginal land.2 This view was pronounced in Western Australia with its particular 

‘perspective on empty spaces’; a view ‘absorbed’ by Curtin.3 Confusing matters further, people 

were already discussing reconstruction before the Second World War in much the same way 

the idea of there being first and second world war were already established phrases long before 

1939.4 

 

The prospect of war in Europe caused some to ponder what another continental war would 

bring. In May 1939, some three months before the declarations of war, the communist Perth 

Workers Star envisaged a ‘disastrous slump’ caused by the inflationary spending on 

armaments: ‘The more disastrous the slump is likely to be, the more furious will be the 

scramble for quick profits. And the more vigilant must the workers be […].’5 The South 

Australian ALP put forward a comprehensive ‘plan for the socialisation of industry, 

 
1 Macintyre, Australia’s Boldest Experiment, 47. 
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4 Charles à Court Repington coined the term “First World War” in his memoirs of 1920 and Yōsuke Matsuoka 
popularised the term “Second World War” in his threat to the League of Nations in 1933. 
5 Perth Workers Star, 26 May 1939, 3. 
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production, distribution, and exchange’ at the Federal Conference in Perth.6 Under the plan, 

most aspects of the economy would be nationalised – including armaments manufacturing – 

with directors removed and shareholders compensated on the basis of asset value.  In June, the 

Western Australian ALP secretary, P. J. Trainer, denounced capitalism as the cause of 

‘constantly-recurring war, in which mere babes slaughter each other […] a world abounding in 

food and other human necessities [in which] there are millions homeless and hungry’.7 

Trainer’s view was not isolated to the ALP. The Adelaide Southern Cross, a Catholic 

newspaper, decried ‘the new “exact” science of economics’ created by Adam Smith that left 

so many destitute in the clamour for wealth’.8 Noting the words of Keynes – ‘the theory of 

economics does not furnish a body of settled conclusions immediately applicable to policy’ –  

the paper called for economics to became ‘subservient to right reason and the Christian view 

of life’.9 Instead of war, there should be ‘the reconstruction of the social order’ through 

Christianity; the words of Pope Pius XI.10 Others, as in the Melbourne Age, opined that the 

British rearmament programme would necessitate ‘more than a “new deal” – something more 

like a completely new pack of cards’, with the rising national debt forcing the country to 

become a dictatorship.11 

 

Reconstruction discourse inherited concern about unemployment from the Depression. What 

is now called military Keynesianism was viewed favourably in the Newcastle Morning Herald 

and Miners’ Advocate: ‘If this stimulus [armaments manufacturing] is supported by the 

vigorous public works policy for which Mr. Spooner has apparently been pleading there will 

 
6 Launceston Examiner, 23 February 1939, 8. In all, Macintyre counts four state branches that put forward 
socialisation of industry ‘applied to coal, shipping, metals and other essential industries’: Macintyre, Australia’s 
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be no setback to Australia’s prosperity.’12 If the multiplier effect was a cause for hope, the 

government’s cleaning up of money after the declaration of war was seen as undermining 

public works programmes. The impact on the Brisbane City Council and the Sydney Water 

and Sewerage Board was substantial, ‘throwing […] some thousands of men out of work’ 

(reportedly about 4000 people).13 The real problem, according to the Rockhampton Morning 

Bulletin, was that ‘investors, big and small alike, silently but very effectively, protest against 

the failure of the day labour system to produce reasonable assets’.14 The Cairns Post also 

argued that the Brisbane City Council’s public works had ‘been burdened by inefficiencies 

pertaining to the sewerage system, with the council’s expenditure not having been ‘reasonably 

reproductive, to use the term of Mr. J. M. Keynes’.15 Unemployment persisted, even in areas 

connected to manufacturing. According to Trades Hall in Sydney, ‘769 members of the 

Amalgamated Engineering Union and 30 percent of members of the Moulders’ Union were 

unemployed at the outbreak of war’.16 With persistent unemployment and underemployment 

came calls in late 1940 from some unions, including the Dock, Rivers and Harbour Workers’ 

Union and Coastal and Eastern Goldfields Government Water, Sewerage and Drainage 

Employees’ Union in Western Australia, to abolish the part-time and casual employment that 

had become commonplace after the Depression.17 The communist press reported that ‘[m]any 

men at Ingleburn Camp [for the Second AIF] were previously unemployed and entered camp 

undernourished’: ‘They will be given every opportunity to become fit. “We cannot afford to 

risk taking unfit men overseas,” said a senior officer. Their condition didn’t matter much during 

peace time, but only fit and healthy men must be fed to the cannons.’18 

 
12 Newcastle Morning Herald and Miners’ Advocate, 8 June 1939, 8. 
13 Rockhampton Morning Bulletin, 2 November 1939, 13. 
14 Rockhampton Morning Bulletin, 2 November 1939, 13. 
15 Cairns Post, 16 January 1940, 8; Ipswich Queensland Times, 15 January 1940, 2. 
16 Sydney Morning Herald, 18 November 1939, 1. 
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Newspapers in Western Australia’s wheatbelt bemoaned ‘employers who […] show little 

inclination to employ native labour all year round’, the disappearance of demand for ‘full-blood 

aboriginal labour’ in the North of the country and the lack of ‘training of all half-caste children’ 

which arose from a white neglect lower than animals whose interests were represented by the 

‘RSPCA’.19 This is an example of the ‘half-caste problem’ that dislodged the ‘dying race’ 

theory at the turn of the twentieth century.20 (It seems to have been a popular view that ‘half-

castes’ were ‘unruly’, in wont of control through training and at the hand of the police and that 

‘[w]ithout employment they will succumb to the vices which accompany idleness’.21) 

Aboriginal employment was complicated by racial tensions within the white working class, as 

well as the bosses. When it was reported that ‘mine managers […] between Darwin and Pine 

Creek are employment aboriginal natives’ it was argued that they had taken the place of idle 

white workers and that the manager may have been ‘sweating’ black workers despite 

contractual obligations to pay equal wages.22 

 

One of the biggest problems with preparing for war came from the interstate differences in 

economic sophistication. In Queensland, there was speculation that war expenditure would be 

predominately dispersed in the populous, manufacturing states – New South Wales and 

Victoria – while other states would experience ‘stagnation’.23 Some saw government spending 

on manufacturing as largesse. In May 1939, the Menzies government announced a concerted 
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effort to establish an automotive industry in Australia (see Chapter One). The economist H. D. 

Black thought the decision impractical during war time, writing: ‘There are signs […] that this 

war is no emergency to some people but a golden opportunity. […] There was a possibility that 

the words used by the English economist, J. M. Keynes, two decades ago might apply to 

Australians in the future – “a lot of hard faced men who seem to have done well out of this 

war.”’24 Black was a widely-known public commentator and prominent figure at Sydney 

University.25 The New South Welsh premier, Alexander Mair, wanted the expanding 

shipbuilding industry in his state to be ‘continued […] after the war in order to capitalise on 

the global shortage caused by the war’.26 Others hoped the war would cause further 

mechanisation of agriculture and bring about a post-war boom in the primary industries.27 

David Cowie, a prolific writer, envisaged the perks of war on an altogether grander scale: the 

dominions could leverage Britain’s shift in fortunes so as to cancel their debts and, with the 

blessing of their former benefactor, ‘develop manufacturing industries’ to secure their growing 

wealth and power.28 The Cairns Post saw Australia as well placed to both capitalise on the 

British thirst for primary resources – fuelled by the intense competition with Japanese 

manufacturers in the 1930s –  and for industrial outputs, which could bring about an 

improvement in ‘the standard of life’.29 

 

The first months of war gave rise to all manner of worry and prognostication. Although the war 

brought the promise of industrial revival, unemployment was rising in Britain.30 There, some 

 
24 Sydney Morning Herald, 27 January 1940, 17. 
25 B. H. Fletcher, “Black, Sir Hermann David (1904-1990),” Australian Dictionary of Biography (2007), 
https://adb.anu.edu.au/biography/black-sir-hermann-david-12215. 
26 Sydney Sun, 10 July 1940, 4 (3). 
27 Melbourne Age, 3 October 1940, 6; Melbourne Weekly Times, 23 August 1941, 11. Notably, as early as 1943 
some armaments plants had switched to producing tractors. 
28 Brisbane Telegraph, 12 September 1940, 12. 
29 Cairns Post, 2 March 1939, 6. 
30 Adelaide Mail, 30 September 1939, 29; Melbourne Herald, 30 September 1939, 6; Brisbane Telegraph, 30 
September 1939, 20; Sydney Morning Herald, 2 October 1939, 4; Perth West Australian, 2 October 1939, 11; 
Adelaide Advertiser, 2 October 1939, 12; Brisbane Telegraph, 2 October 1939, 3; Hobart Mercury, 9 October 
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speculated as George Bernard Shaw had done that the burden of war finance on the populace 

would trigger ‘revolution’.31 The same fear existed in Australia. In Ipswich, one commentator 

reminisced about the house building scheme proposed by the Bruce government (1923-29): ‘In 

those spacious days we had many expansive ideas, and one was that every house built for a 

worker killed a potential Communist – not physically but politically.’32 An exchange between 

an independent member and a minister in the Victorian House of Assembly, prompted the 

Independent Labor member for Coburg, Charles Mutton – a former ironworker turned poultry 

farmer – to call for relief to the rising number of ‘unemployables’ who had joined the ‘dumb, 

blind, and crazy’ on welfare.33 Fear of revolution was displayed well into the war. In 1945, a 

union representative in Adelaide quoted at length a speech given by James Scullin in the House 

of Representatives two years earlier. Scullin had warned the House: 

If the people who return from this war are offered the dole and told there is no money 

for employment, we can look for revolution. […] There are boys returning from this 

war, who, when called up, were emaciated and ill-fed. […] The cry was ‘No money’, I 

was told when I was Prime Minister; no money to relieve the sufferings of men and 

women and children. […] I was told by shrewd, intelligent bankers that I was only 

painting pictures – dreaming pipe dreams […]. The rafters of this Chamber and in the 
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Senate, and in all the banks and stock exchanges were lifted by protests that such 

inflation would bring ruin to the country […].34 

Scullin cited Keynes as the economist underpinning his views and ended his speech saying, 

‘When we hold out the hand of welcome to them, let us be assured that we shall be able to say, 

“Come home to a land fit for heroes to live in!”’.35 This time, as Chapter Two shows, a much 

greater effort would be made for those returning. 

 

A post-war depression was widely feared. In Britain, the struggling bankers of the City called 

for a treasury minister to be appointed to the War Cabinet to help with the increasingly 

desperate inflationary situation and for a ‘Ministry of Reconstruction’ so that ‘real and 

permanent’ reforms could be made to avoid post-war depression.36 There were, however, 

doubts about post-war pessimism. ‘The “Manchester Guardian” annual business review’ 

advised investors ‘to hedge against the industrial adjustment which is certain to follow the war’ 

by avoiding ‘big profitmakers, like the commodity producing and steel industries’, and invest 

in ‘others, like gas and electricity suppliers, shops, property, and building firms’ which ‘will 

be busy after the war’.37 The Adelaide News speculated that ‘[w]ith peace and the rehabilitation 

of returned soldiers there may be a recurrence of a period of prosperity and rising prices similar 

to that which marked the post great war period […]’.38 A year later, Keynes himself made the 

optimistic prediction that the war would prove a boon for the economics of Britain. Not only 

had ‘something […] been learned about currency, foreign trade, centralised economic control, 

and productive capacity which would prevent a relapse into the pre-war economic morass’, but 

the damage rendered by late September ‘if we suffered such damage nightly for a year we 

 
34 Melbourne Advocate, 17 January 1945, 17. 
35 Commonwealth, Parliamentary Debates, House of Representatives, 12 October 1943, 339-40 (Scullin). 
36 Melbourne Age, 6 January 1940, 20. 
37 Sydney Morning Herald, 5 February 1940, 6. 
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would not lose more than could be restored in a couple of years’.39 Of course, Keynes did not 

foresee the war continuing as long as it did, nor the extent of destruction rendered on London 

and other industrial cities or within the Empire.40 Soon the destruction would cause Time 

magazine to liken Keynes (and other the Blitz optimists) to ‘Christopher Wren and the Great 

Fire of 1666’.41 Notably, Keynes would oversee the finances of the Royal Academy; a body 

under Edwin Lutyens which submitted plans for rebuilding London.42 

 

The fate of Britain was tied to the survival of the British Empire. The afternoon broadsheet, 

the Brisbane Telegraph, opined that ‘humanitarianism will dictate a peace in which shall be 

visualised a scaling up of social levels and of standards of living, the attainment of which will 

necessitate new conceptions of the place of capital in the social system’. 43 The physical and 

financial consequences of war, even if Britain succeeded in keeping Germany at bay, were 

understood as having a direct bearing on the survival of the Empire and capitalism. The 
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Christian civilization itself was at stake, as the Sydney Methodist made plain.44 John Dedman, 

in his first speech to Parliament, stated his earnest hope that ‘after the next general elections, 

my party will be in a position to meet the challenge to Christian civilisation here in Australia’.45  

 

The Menzies government’s preliminary steps for reconstruction planning in early 1941 were 

favourably received by the Cairns Post: ‘[I]t is not too early to plan for the future, because all 

the people of Australia […] are looking forward to the time when the factories and the fields, 

the seas and the air, shall be fully engaged in the arts of peace no less than they are now being 

used for the brutality of war. […] Reconstruction – a dream as yet that must be carried to reality 

– is work for the nation.’46 That paper thought reconstruction was about leadership, not 

collective action. Conversely, the Brisbane Courier-Mail understood the relative insignificance 

of Menzies to post-war planning. Britain wanted to resurrect the Empire:  

It is intended to arrange a chain of commercial pacts for regulating markets, giving 

preference to the Dominions and friendly foreign countries. The reconstruction issue is 

coming to be known as the development of greater Britain […]. It is equally clear that 

Governmental control will be imposed long after the war towards avoiding chaos. 

Britain realises that the Dominions cannot be asked to curtail their manufacturing 

industries […]. It recognises the Dominions’ right to expand them, especially as many 

of the industries established are working at high pressure towards the common war 

effort. This may mean the disappearance of some British industries, but the Dominions 

will still need markets for their primary products […]. America’s vast surpluses will 

directly influence agricultural arrangements, likewise Britain’s huge increase in 

wartime cultivation.47 

 
44 Sydney Methodist, 28 September 1940, 7. 
45 Melbourne Labor Call, 9 May 1940, 13. 
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As Chapter One establishes, this was a tremendously clear-eyed perspective. 

 

For those interested in a more substantial reconstruction, the feeling of opportunity became 

that of concern by 1941. As was pointed out in the influential Smith’s Weekly, the ‘new order’ 

was no more than a ‘comforting phrase’ that was either ‘meaningless’ or propaganda 

concealing ‘the world of Versailles […] the depression years, with their mass 

unemployment’.48 With senior Labour politicians occupying high offices in the British 

Government and Keynes’s optimism, there was only ‘a little’ chance for a better post-war 

country despite Dean Inge’s warning of ‘an impoverished nation’ where the people ‘shall have 

to work harder and spend less’.49 Inge’s outlook was, it was thought, apt for Australia where 

‘[t]here is no guarantee that after the war, when large numbers of men are released from the 

services, and men and women are released from munitions and ancillary activities, that there 

will be civil employment for these people’.50  Unless, as the AWU suggested, commodity 

prices and rents were fixed, ‘when the conflict is over, we will have on the one hand a new 

crop of millionaires wealthy beyond all previous records, and a community of paupers, 

unbelievably poor, even in the bare necessities of life’.51 

 

Within the ALP prospects of reconstruction were mixed. Lindsay Riches, the member 

representing Port Augusta in the South Australian House of Assembly, believed reconstruction 

was tied to the fate of democracy: ‘I believe that never again will the youth of this country 

tolerate enslavement to the profit motive and consequent wastage of human endeavour as we 

experienced during the depression years merely because men cannot find a profit in providing 

 
48 Sydney Smith’s Weekly, 15 February 1941, 5. 
49 Ibid. 
50 Ibid. 
51 Brisbane Worker, 1 July 1941, 1, 10-11. 
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employment.’52 Instead, the ‘youth of tomorrow’ will demand ‘houses’ and ‘education 

facilities’ and ‘will not tolerate any system which allows the finest fruit of this country to rot 

on the ground while children in outlying parts are fruit hungry’.53 

Nazism is not the only challenge to democracy. I believe it is possible for our men to 

win the war and then to lose in the post-war period the very things for which they are 

fighting […]. We shall only achieve this by means of a fight of the whole people – from 

below, from the middle, and from above […] J. M. Keynes in his book “Essays in 

Persuasion” states: “The profound conviction that the economic problem, as one may 

call it for short – the problem of want and poverty – and the economic struggle between 

classes and nations is nothing but a frightful muddle, a transitory and an unnecessary 

muddle. For the western world already has the resources and the technique, if we could 

create the organisation to use them, capable of reducing the economic problem which 

now absorbs our moral and material energies to a position of secondary importance.”54 

The situation was less despairing for Laborites in New South Wales, where McKell had come 

to power in May 1941. To much fanfare at the party convention, the new premier promised to 

expedite reconstruction because ‘[n]o military leader would dream of giving his men first-class 

equipment and guns while ignoring their health, education, morale and opportunities for 

promotion’, nor allow ‘the greatest task and greatest opportunity in all its [the ALP’s] history’ 

to pass by or be squandered by the Keynes plan.55 Evidently, there was a degree of partisan 

politics to how one perceived the prospects of reconstruction, but also an appreciation for a 

moment in time pregnant with possibility. In Western Australia, where the ALP had been in 

power since 1933, the Country Party’s Ignatius Boyle attacked the Willcock government 
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(1936-45) for failing to begin reconstruction of agricultural areas which ‘was’ apparently 

‘proceeding in other States already’.56 

 

Since the war had been so disruptive, returning to ante-bellum Australia seemed impossible to 

some commentators. Gordon Leslie Wood, a prominent economist at the University of 

Melbourne, told the Committee of Convocation – a body comprised of alumni – that the public 

was naïve to believe that ‘that economic freedom and individual liberty would be restored after 

the war’.57 Much like Frederich Hayek, Wood thought ‘the pre-1939 status quo would never 

be restored’ and Australia was ‘condemned to a system of Governmental control where almost 

every aspect of economic life would be subject to interference’.58 But to others, restoration was 

a possibility. If return to the ante-bellum was possible then so too was the war in which the 

prognosticators found themselves. In the corporate press it was feared that war itself was ‘the 

the only effective remedy for unemployment’.59 One ALP propagandist wrote of ‘a New Order 

[…] in which the exploitation of man by man will have no place, and poverty is only a memory 

surviving from a nightmare past. In other words, the victory over Hitler must serve as the 

prelude to a peace that signalises a victory over ourselves’.60 The New South Wales Public 

School Teachers Federation wisely thought ‘whatever social and economic benefits are to be 

won for the workers must be won now during the war, not afterwards, when the victory we 

hope for will be paraded by the same powerful reactionaries […] as a victory for the existing 

order […]’.61  
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The Keynes plan as reconstruction 

 

The Keynes plan for war finance was essentially twofold: a way of reducing spending and 

raising funds that could be returned at the end of the war to avoid a post-war slump in economic 

growth. While the first part attracted greater attention, its implications for reconstruction were 

understood by many. The first version of the Keynes plan was cast as a temporary solution 

designed specifically for war finance that would overcome the ‘first post-war slump, and enable 

more permanent plans to be made’.62 In November 1939, a discussion paper at the Maitland 

Business Men’s Club mirrored the warnings of Keynes about a post-war slump. However one 

attendee imagined a prosperous post-war in which ‘there will be thousands of men to be 

repatriated; they will need civilian clothes, will marry and need furniture, houses to live in, 

and, generally, their very return to the ordinary avocations will mean a revival of business’.63 

Although this was not a commonly held view in late-1939, the optimist was certainly not alone 

from 1940 when others predicted supply shortages, the supposed end of unemployment and an 

historic infrastructure programme by government.64 L. F. Giblin, who believed the Keynesian 

prognosis for living standards at war would not transpire in Australia, predicted in 1941 a post-

war boom driven by a reconstructing Europe would follow the inevitable slump.65 Even so, 

there was disagreement. The academic economist J. K. Gifford warned of post-war depression 

‘unless its severity is lessened by Government spending on public works or by alternative 

private expenditure’.66 
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The secondary, repayment feature of the Keynes plan was simply construed and ancillary to 

the primary feature. Keynes’s view was that ‘the ordinary man’ should not be ‘robbed of his 

money by high war prices’ but rewarded by waiting to spend the money during a slump, when 

‘prices come nearer normal again’.67 The ‘best argument’ for the Keynes plan, according to the 

pro-Keynes and pro-Menzies Melbourne Herald, was that released savings at the end of the 

war ‘would carry industry and employment to their work of reconstructing peace without the 

intervening misery of a slump’.68 Already, the voluntary scheme would unleash a ‘powerful 

industrial dynamic at a future date’ and compulsion would boost what was already in train.69 

The Brisbane Courier-Mail concurred.70 In ABC Weekly magazine it was written of the 

‘Keynes plan’ in the Watchman column: ‘Remember that it is certain if you do not lose your 

heads that this war will prove your war, not a capitalist war. […] [Y]ou will have a reservoir 

of money to come back to you to meet the inevitable depression which follows every war. Thus 

the real finance power will then be largely in your hands.’71 The opinion writer responsible for 

Watchman was E. A. Mann, a former Nationalist politician who would soon leave the ABC to 

unsuccessfully contest the 1940 election as an Independent.72 Mann was a very influential 

political commentator through his column but more so through his radio show, which was 

‘broadcast eleven times a week’.73 (Highly opinionated, determined to state his own point of 

view, difficult to manage, the ABC gladly saw the back of him.74) 
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How exactly the government would afford repayment of confiscated wages was to remain 

unsettled, even after Keynes’s revisions of February 1940. Torleiv Hytten’s view was that 

repayment would only come with the ‘first post-war depression’ and the capital levy suggested 

by Keynes was merely one option of financing repayment.75 The Ipswich Queensland Times 

explained: ‘The Allies are fighting for the future, and a long-range financial policy [such as the 

Keynes plan] is only consistent with their plans. It is important to secure victory that will give 

the people not only complete freedom in government, but also opportunity to advance toward 

higher civilisation, and that is possible only under stable economic conditions.’76 And so it was 

that the revised Keynes plan came to be seen as the basis of reconstruction planning. 

 

In Britain, Keynes presented an amended plan to the Fabian Society in February 1940. In his 

speech Keynes said he ‘thought he could justly claim that he had given […] the right Socialist 

solution’ that ‘snatched new social advantages out the exigency of war’.77 Ernest Bevin, then 

the General-Secretary of the British Transport and General Workers Union, warned against the 

wisdom of ‘Keynes, Stamp, [Arthur] Bowley and the others’ and denied that wages had 

increased at a rate anything like what was needed to meet ‘the increased cost of living’ or the 

increased working hours.78 Bevin reportedly said: ‘The workpeople may not show much 

resentment when the proposals appear in newspaper articles and books, or are the subject of 

discussion in the drawing rooms, clubs and societies of the West End, but when it has to come 

out of their pay packets, and money wages are interfered with, revolt can easily be produced.’79 
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Emile Burns, a prominent communist writer in Britain, attacked the work of the journalist John 

Strachey, who departed communism for Keynesianism (and later became a Labour minister.).80 

Burns’s critique of Strachey’s A Programme for Progress (1940) was reproduced in the Sydney 

Tribune: 

It is in effect to stand aside from the actual struggle against the war; to assume the defeat 

of the working class in the struggle against capitalism and to ask what policy a defeated 

working class is to carry out if, in spite of its defeat, it somehow crawls into “power” 

but not “full power,” and is unable to abolish capitalism. […] [T]o maintain 

employment, Strachey argues, in a country where as yet there is no chance of getting 

rid of capitalism, means to make capitalism pay – “if capitalism cannot be abolished, 

the wheels of production must be made to turn for profit.” Hence Strachey’s 

“programme for progress” is designed to give employment and raise the workers’ 

standard of living without encroaching on profits. […] [I]t is not surprising that 

Strachey finds himself basing his arguments not on Marx, but on Keynes, the advocate 

not only of work schemes of various kinds, but also of a reduced standard of living for 

the workers now, with “pie in the sky” for them after the war.81 

In a sense, Burns is encapsulating the argument of this thesis: that Keynesianism descended 

from above in answer to cries from below and a fear of what those cries could lead to. A month 

earlier, Burns had published a commentary on reconstruction, Mr. Keynes Answered: An 

examination of the Keynes Plan, in which he depicted Keynes as a scoundrel attempting to hide 

the publicity disaster of his first plan under ‘misleading’ rhetoric.82 
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The left generally did not see Keynesian planning as conducive to anti-capitalism. The Tribune 

– the national communist newspaper – detected apathy and hostility to the war among workers, 

noting the increasing number of strikes: 

These strikes show the discontent of the working class with the rising cost of living, the 

increased taxes and the efforts to depress wages, as a consequence of the war. The 

strikes indicate discontent with the war itself […]. Was not the last war the “war to end 

all wars”; to “make the world safe for democracy,” for “a world fit for heroes to live 

in?” Where are all these grandiose shibboleths today? Were the promises of the 

capitalist statesmen fulfilled, even in part? […]. The ruling class warns against peace. 

They fear that if the industries producing for war are deprived of war contracts and the 

workers in the armies demobilised there will be a greater economic crisis than ever. 

[…] J. M. Keynes, is advocating conscription of part of the incomes of the toilers in 

order that they might have a few pence to tide them over the depression that is assured 

at the end of the war. An endless dark night of war, economic ruin and hunger. That is 

the situation that we have to face up to […]. The working class knows that there is a 

way out of the abyss of suffering and despair into which millions have now been 

plunged. That way is the way to Socialism, the path that has been trodden by the 

Russian people, led by Lenin and Stalin.83 

The Tribune speculated that a third world war would come during the ‘partial recovery’ from 

the post-war depression.84 While partisan communists in Australia were heavily influenced by 

the Soviet Union, this view cannot be dismissed merely as a byproduct. Rather, the suspicion 

of reconstruction planning at this stage can be seen as an early articulation of the opposition to 

the Keynes plan outlined in chapters Four and Five. 
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The disquiet about experts and their opinions was not exclusively felt by radicals. The 

Rockhampton Evening News suggested the problem was inherent: ‘Every crisis in the affair of 

men and nations brings forth a crop of experts with their formulas to cure the prevailing ills 

[…].’85 The Canberra Times could do no better, throwing its arms in the air and huffing 

despairingly.86 The regional press could do nothing but lament past hardships while potentially 

advocating for new ones. The Canberra Times would later argue that the Keynes plan would 

help achieve ‘stable demand […] for goods and services’ as desired by ‘[t]hose associated with 

industry’.87 Other regional papers viewed the Keynesian prognostication with bemusement. In 

the agricultural town of Mudgee, in central New South Wales, it was noted that ‘the battle of 

Waterloo has not yet been paid for, the capital cost having gone into the National Debt […]. In 

Australia, if you buy a War Savings Certificate for £8, you will get £10 in seven years’ time, 

and as a taxpayer you will pay some of the £2 yourself – and take the chance of what the £10 

will buy in 1947. You hardly know from day to day what the £8 will buy now’.88 

 

The early failure of the Menzies government and capital, particularly the corporate press, to 

secure the Keynes plan – and thus its preferred reconstruction – is striking in light of Neville 

Chamberlain’s declaration that the war was a fight for the ‘new world order’.89 Seeing 

Chamberlain’s argument as incongruous with the thrift advocated by Keynes, the Sydney Daily 

News irreverently called for the ‘conscription of wealth’ whereby ‘every factory, worker, 

director and shareholder alike’ would be placed ‘under Government control for the duration of 

the war’.90 After the war the government would ‘hand the factories back with sufficient to allow 
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for their restoration to pre-war conditions, on the same basis that war pensions are fixed’.91 

Such as plan would ‘[t]est the sincerity of the advocates of the Keynes plan’.92 In all 

seriousness, the left feared the repetition of past failures. According to the Perth Westralian 

Worker 

The problem confronting British capitalism becomes more acute with every day of war, 

and Australian capitalism watches anxiously for a lead. […] [T]he present generation 

of capitalists […] have not forgotten […] that, under enemy pressure, the British 

capitalist government of 1915 found that it could organise industry nationally and feed 

and clothe the people of Britain better than most of them had ever been fed or clothed 

before, even while employing most of them on destructive instead of constructive work 

[…]. Day by day capitalist newspapers carried article describing the alleged corruption, 

extravagance and inefficiency of national work, until the average citizen was convinced 

that nothing could save the peace but a return to the capitalism that had so nearly lost 

the war […]. The outcast was not only brought back into society, but reinstated with all 

his former privileges, and for this the British public has paid dearly ever since […]. 

Capitalism, being completely shameless, has no regret at being found inefficient in a 

time of national emergency […].93 

The editor of the Brisbane Worker thought that ‘[f]ew workers […] will believe’ Keynes’s plan 

would do more than rob them of a higher standard of living in the short term and be consumed 

by post-war inflation in the longer term.94 Indeed, as shown in Chapter Four, the support for 

the Keynes plan, including the capital levy, earned the support of the Young Nationalists 

Organisation.95  
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Australian commentators on the left also saw the Keynes plan as the first steps toward a 

resurrected empire. In the Worker, the British Empire was depicted as taking a fascistic turn: 

The war is seen as an opportunity for imposing on Britain method of economic and 

industrial organisation which we have come to associate with Nazi Germany. In no 

field is this more apparent than in the field of exports […]. If the war is not to be paid 

for by mortgaging the Rand, the Rhodesian copper field, the Malayan rubber and tin 

industries, by “putting the British Empire in pawn,” […] then Britain must not only 

hold her export markets, but recover the ground she lost to Germany in the past eight 

years. […] What in fact is the main objective of the Capitalist class in the war, the 

recovery of export markets, will be used as an additional argument to reinforce the 

attack on working class standards. […] [A]s the war proceeds, imports of raw materials 

for the manufacture of armaments, and also finished armaments […] will undoubtedly 

increase. There will therefore be an effort to reduce the imports of “inessential goods” 

(this, of course, includes food) to a minimum. Even so, it will be difficult to prevent a 

growth in the adverse balance to the point where it may become necessary to realise 

foreign investments. If that point is reached the British ruling class will win the war 

over Germany only by losing their Empire to the United States […]. Here, as in almost 

every other field, the Government is leaving it to the “Liberal” economists to prepare 

the ground for the steps it means to take.96 

As discussed in Chapter One, much of what was discussed here aligns with what eventuated: 

the British Empire reasserting a degree of power while steadily giving way to the American 

empire. 
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An unnamed economist was quoted as having said that the ‘view of the patriot’ was that 

Australia should and would become a base for British manufacturing: ‘Instead of sending raw 

materials to factories in Britain the factories would come to Australia, where they would be 

safer from bombing, less vulnerable to blockade, and a powerful instrument for the re-

establishment of British superiority.’97 Later in 1940 it was reported that the Australian High 

Commissioner in London, the former Nationalist Party prime minister Stanley Bruce, had been 

consulted by government advisers regarding the Empire’s rôle in ‘war economics’. 98 The 

British Government was said to be preoccupied with its own troubles and therefore unlikely to 

issue ‘heavy paternal advice’ to the Australian Government. But the idea of reconstruction was 

not being captained by goodwill: ‘There is a realisation now that the efforts must be directed 

to foreign markets at the expense of inter-Empire trade, despite British manufacturers’ fears 

that any lessening of activities with the Dominions may mean the loss of markets which might 

not be recaptured after the war […]. Attention to economic questions in turn has focussed 

interest on planning for post-war reconstruction.’99 

 

Some kind of employment scheme would form the centrepiece of post-war planning. One 

departmental leak suggested the Menzies government would adopt the Keynes plan as well as 

a ‘bold policy of re-employment to absorb’ workers displaced by the war effort.100 Given the 
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voluntary saving programme was widely believed unsustainable, the government’s coyness 

vis-à-vis compulsory saving manifested in conjecture, especially on the part of economic 

experts. In turn, the prominence of economists riled many on the left. The government was 

‘unloosing their financial and economic experts’ such that ‘after victory is won’ the workers 

would be subjected to a reconstruction designed by ‘the type of intelligence responsible for the 

Premiers’ Plan’. 101 It was thought that ‘Australia’s wisest course is to get rid of the Government 

that proposes to solve the problems of the future with the wrong answers of the past’.102 The 

earliest opportunity for the ALP to gain control of reconstruction came on 21 September 1940 

at the Federal Election. Although the ALP did not form government, there was a celebratory 

mood within the party because ‘the win-the-war candidate has it all over the plan-the-peace 

candidate in the appeal to the emotions, and it speaks highly for the commonsense of the 

average Australian voter that Labor’s appeal to reason was received so favorably in the Federal 

elections’.103 Now, it was Keynes’s turn to offer the non-socialist reconstruction alternative 

and for the ALP to resist it; or so it seemed in late 1940. 

 

To counter the glum perception, the Keynesians adopted a new line. Quoting Keynes’s 

assessment of the British post-war outlook, the Attorney-General, Billy Hughes, was reported 

to have said: ‘The stepping up of industry for the war shows conclusively that the resources of 

Australia can be used to provide employment and aim the highest possible standard of comfort 

for far more people than are now in Australia.’104 Even so, Hughes was using the prospect of 

post-war growth to entice complicity from the workers he used to represent. 
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In the Victorian House of Assembly during a debate on the Unemployment Relief Tax (Rates) 

Bill of 1940, which was a measure to reduce taxation relief, the question of the state 

preparedness for reconstruction was discussed among members. Stanley Argyle, the UAP 

leader of the Victorian opposition, thought the Dunstan government’s legislation would 

unfairly target industrialists while a fairer alternative lay in Keynes’s plan.105 Compulsory 

saving would, Argyle thought, provide a useful ‘bank of money’ for reconstruction.106 The 

independent member for the affluent electoral district of Brighton, Ian Macfarlan, wanted the 

money raised by the tax adjustment to be set aside for reconstruction because he thought the 

war’s end would ‘produce a financial crisis greater even than the last crisis’.107 (Macfarlan 

would become the State’s first Liberal premier in 1945 with ALP support.108) Trevor Oldham, 

a UAP member for another wealthy electoral district, Boroondara, worried that victory might 

come too soon for Victoria, which urgently needed ‘a Ministry for Post-war Reconstruction’.109  

(Oldham would become a prominent Liberal.110) 

 

What Keynes proposed was ameliorated capitalism arising from a calculation on the part of 

capitalists that, unlike the last world war, the workers now had the upper hand: ‘Capitalism 

most earnestly hopes that during and after this war it will be able to repeat this triumph of self-

preservation, but it sees that the difficulties in the way are a good deal more formidable than 

they were last time. Capitalism, therefore, is acting in this war with a subtlety learned from the 

experiences of 1914-18, but as yet it has not quite settled upon the method to be adopted.’111 
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Perceiving possibilities from the unresolved conflict motivated the left to seize the initiative to 

achieve socialism through reconstruction. But Keynes’s deferred pay was not, it was 

acknowledged, unbridled capitalism: ‘the rich were not altogether sold on the Keynes plan, 

because it would have taxed them heavily, and it might have brought about a larger distribution 

of wealth than they thought advisable […]. Unless the war is won by methods which enable 

capitalism to add the war cost to its interest-returning investments, capitalism will regard the 

war as being lost. And capitalism in straining every nerve to win the war, by means that will 

make the future safe for itself […].’112 

 

Without a clear plan for reconstruction, let alone war financing, civil society made its own 

recommendations. For example, in Adelaide, the Central Squad of the Catholic Guild of Social 

Studies released a plan for reconstruction that drew heavily from Keynes’s How to Pay for the 

War and General Theory.113 When the government made announcements about reconstruction 

in the new year, including the modernisation of industry, the news was not enough to impress 

the stock exchange, where investors worried about the prospects of victory at war.114 When the 

Keynes plan was announced by the Churchill government in April, the Menzies-supporting 

Melbourne Herald explained that ‘nobody among the millions of common people […] regard 

this so-called “nest-egg” as something tangible’ because repayment could take five years after 

victory, by which time it would be ‘addled’.115  
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When the Keynes plan was officially accepted in Australia, the leftwing press rallied. The 

Brisbane Worker asked workers and their families to shut their ears to patriotic propaganda and 

instead ask whether they wanted a de facto wage cut, whether they were comfortable with the 

uncertainties surrounding repayment, the most troubling of which was whether victory was 

assured.116 The Sydney Australian Worker optimistically believed Australia would avoid a 

reconstruction based on the Keynes plan as it was not ‘Nazi Germany’ or ‘Fascist Italy’.117 In 

Perth, the Westralian Worker saw the Keynes plan as ‘closely connected with the capitalist 

post-war new order’ and unnecessary for the ‘removal of the scourge of Hitlerism’.118 Within 

the ALP the opposition to the Keynes plan included consideration of its ramifications for 

reconstruction. In so far as the ramifications were intended, Dedman told Parliament he saw 

repayment from compulsory savings as ‘an after-thought’ tacked on to assuage workers.119 

Nevertheless, the ramifications were significantly broader. He quoted from a resolution passed 

by the Victorian branch of the ALP at its annual conference: ‘Whilst recognising that German 

Nazism is responsible for commencing the war, conference also recognises that the causes of 

war are inherent in the international capitalist system, of which German Nazism is the most 

barbarous form. Wars cannot be ultimately abolished without the abolition of the international 

capitalist system’.120 The time-honoured tradition of reading ‘the Tory press’ against the grain 

revealed to the Australian Worker the design of the Keynes plan was ‘the maintenance of a 

sound internal economy, and to the transition back to peace time activities when the war is 

over’.121 Alluding to Keynes’s famous 1919 pamphlet, the Westralian Worker wrote: ‘The 

economic consequences of the Keynes plan include the stabilisation of capitalism to the extent 

that it can be stabilised, and we refuse to believe that the intelligent workers of Australia regard 
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this as desirable.’122 In Perth, Joe Chamberlain, who would become a prominent figure in the 

ALP in the 1950s, read down the commentary in a letter to the editor of the West Australian to 

argue that the ‘new order’ was a euphemism for restructuring capitalism.123 By appealing to 

the intelligence of the worker, these views exhibit a degree of angst that the Menzies 

government may succeed in persuading some workers as to the benefits of the Keynes plan to 

reconstruction. As Chapter Five discusses, an opinion poll indicated more support for the 

Keynes plan than opposition at this time. As Dedman explained, the government was using 

‘hocus pocus’ to ‘inveigle the people into believing that this war may be paid for by a future 

generation’ when in fact ‘the real cost of this war must be borne by the present generation […] 

through the sweat, toil, blood and sacrifice of the people of to-day’.124 Indeed, Menzies’ 

capitalism was perfectly plain: Australia would be better for it if capital was stronger at the end 

of the war.125 

 

Australian élites had flogged ‘the tune-in-with-Britain argument […] to death’, even going as 

far as to embrace the capitalist ameliorated advocated by Keynes.126 Yet, undeniably, the 

Australian left had taken its lead from its counterpart in Britain.127 The imposition of the 

Keynes plan in April had brought out ‘widespread protests […] industrial upheavals […] to 

shake off the shakles that have been placed on the workers through the adoption of portion of 

the Keynes plan’.128 But if the Australian Government was following Britain, it had been doing 

so imperfectly. The Menzies government had not been very British in refusing to raise the 
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profits tax to 100 percent. Profitmaking by numerous major corporations was the subject of 

ALP questions to the government in mid-1941. Menzies was accused of fashioning for BHP’s 

shareholders ‘a steel ring of privilege’.129 While the workers were said to have ‘much more 

respect for Broken Hill and its administration than it has for the Federal Government’, it was 

feared that the pretext of war was being used to secure a ‘private monopoly’ that ‘might develop 

rapidly into an incubus of tremendous and dangerous proportions’.130 Instead of the obvious 

accusation of profiteers engaged in opportunism, the attack was more pointedly directed at the 

state that permitted the rank exploitation and its wartime function of protecting society and 

citizen alike. The enablers of the profiteers could be persuaded, but only with considerable 

popular pressure.  

 

The corporate press in Australia ridiculed the British 100 percent profits tax as ‘unfairly 

penalis[ing] firms recovering from depression’, although it welcomed the 20 percent that would 

be repaid alla Keynes.131 Capital was at once akin to the worker blighted by the Depression 

and unworthy of penalisation for gathering windfalls. Similarly, greed among the populace was 

scorned with a particular focus on individual choice. O. L. Isaachsen, in his capacity as the 

chairman of the Associated Banks in South Australia, criticised the ‘spending on a lavish scale’ 

undertaken by the public as he warned of an ‘inevitable’ post-war depression and reminded 

people: ‘If a man did not save some of his money to meet the inevitable post-war reaction, he 

might find himself unemployed, as many thousands of people did after the last war.’132 If it 

was not the populous, then it was that old trope: the lack of ‘virtue[]’ lay in the ‘Australian 

youth’.133 Isaachsen was known for his parsimony, especially to colleagues at the Bank of 
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Adelaide.134 Modelling for the Keynes plan in Australia confirmed its post-war equality: ‘a 

single man earning £1,000 a year will pay nearly six times the taxation of a man earning £300 

a year, but post-war credit available to him will be only a shade over twice that of the £300 

year man.’135 What capital wanted, generally, was a Keynes plan for workers and moderate tax 

increases for business.136 Why should the retail stores be penalised when it was the purchases 

of individuals that helped the likes of David Jones, Buckingham’s, Bebarfald’s and F. J. Palmer 

& Son make impressive gains on the Sydney Stock Exchange?137 Better the workers have their 

income confiscated and ‘safely […] repaid to the public by means of credit expansion, under 

the controlled economy which the war is creating in Australia to-day’; a suggestion of Giblin’s 

made days earlier.138 

 

In the regions, the announcement of a British Keynes plan with capped interest repayments, 

heavy taxation on wealth and enforced thrift for the masses were welcomed as a sound basis 

for reconstruction planning.139 An editorial of the Northam Advertiser particularly welcomed 

a capital levy to ensure repayment while warding off ‘the citizen who today prefers to put his 

money into real estate instead of lending it to the Government’.140 The paper, however, thought 

the government should exercise caution with taxation of profits for fear it might hamper trade 

competitiveness after the war.141 Unemployment was now said to be isolated to pockets of the 

labour market and, in fact, demand for work was not being met. In Tarraleah, Tasmania, the 
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‘hydro-electric works’ were ‘hampered by lack of labour’ while farmers across Australia now 

craved access to the Women’s Land Army.142 The Burnie Advocated assured its readers that 

‘[m]uch of the labour needed in this industry [agriculture] is light and suitable for women and 

girls’.143 But concern for post-war reconstruction was getting ahead of the war, which needed 

working-class restraint: ‘Nowadays a popular cliche is post-war planning. But there is the 

urgent need to awake the national conscience to the absolute necessity of war-time planning 

on the scale that our dire emergency demands. […].’144 In Darwin, the Northern Standard 

continued to oppose the Keynes plan, partly on the basis of its implications for reconstruction. 

Capital was trying to ‘hoard’ its wealth while the government was ‘taking money from the 

classes that cannot afford to accumulate and enriching the classes whose whole reason from 

existence is accumulation’.145 

 

Just as the Menzies government prepared to announce the Keynes plan for Australia it became 

clearer that it could provide ‘a huge financial reservoir for post-war reconstruction’.146 Some 

thought the propaganda campaign to aid the 1941 Budget would be easy because ‘[t]o 

Australians, the novel part of the plan is the repayment’ whereas they were ‘more accustomed 

to taxes on lower incomes’.147 Apparently, the ‘only difficulty’ lay ‘convincing workers of the 

difference between compulsory savings and straight-out taxation’.148 It was a different situation 

to the one disclosed by the journalist, Cliff Eager, who was the son of a Victorian Nationalist 

MP and later ran as an independent liberal.149 A month before the leftists accused Robert 
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Menzies of permitting profiteering and opportunism, Eager wrote of backroom chatter within 

conservative circles in which it was acknowledged that everything the government spent on 

assisting the war industry was ‘on the house’.150 Attempts to curb spending were 

disadvantaging workers, although not without complicity of union leaders and the ALP, as well 

as statist-minded conservatives and discreet fascists.151 Eager was not the only person 

pondering complicity. The Northam Advertiser contextualised the matter: 

The persistence with which Labor has supported the fiscal policy that has made possible 

to enormous profits of the sugar, steel, tobacco and other monopolies, is one of the 

outstanding features of Federal political history. The manner in which the Sydney 

manufacturers financed the Labor campaign for the overthrow of the Bruce 

Government – because Mr. Bruce had pronounced for tariff reduction – left no room 

for doubt or secrecy. Mr. Scullin’s surrender to the threats of the Sydney Glass 

Company was only in keeping with the general policy that has been followed by the 

Federal Parliament, whether big business or trade union influence exercised control.152 

In other words, the ALP in office quickly appreciates the realities of capitalism and how power 

is dispersed in society. 

 

Although the ALP retained ambiguity on the Keynes plan until late in the debate, its members 

maintained a constant critique of its immediate and long-term consequences. The intensity of 

opposition was continued once it became almost certain that Australia would have a 

compulsory savings scheme. Joe Clarke, the member for Darling in far-west New South Wales 

and a former Langite, called the Keynes plan a ‘Kathleen Mavourneen promise’ because – 

taking a haunting line from the song often invoked by Francis Forde – repayment ‘may be for 
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years, and it may be for ever’.153 The Brisbane Worker sharpened its rhetoric: ‘The Keynes 

Plan assumes that the Capitalist system, with all the poverty and misery it creates, will remain 

intact after the war — it assumes that all the talk of a promised New Order is just “hooey”.’ 154 

According to the AWU newspaper, the Australian Worker, the Fadden government was giving 

‘preferential treatment […] to the Money Masters of Private Finance’, as was hidden in the 

detail of the government’s policy.155 This view assumed that repayment would occur. Another 

ALP paper depicted a stark contest for reconstruction. If ‘the workers [do not] organise 

politically and industrially to defend themselves’ they will find low living standards become 

the norm and paying higher taxes ‘repay […] the bankers’.156 The ALP papers from Brisbane 

and Melbourne attacked the Keynes plan as it pertained to reconstruction in anti-capitalist 

terms. Their cynicism was shared by the Independent MP, Alexander Wilson, who asked 

rhetorically, ‘If they cannot find the money today, how are they going to repay it after the war 

is over?’157  

 

Keynes said of his plan in Britain that he ‘found that “no part of [the] scheme raised more 

doubts than the supposed difficulty about the ultimate repayment of the blocked deposits”’.158 

However, this was not so in Australia where, as Chapter Four and Chapter Five show, 

interference with wages was more contested. Nonetheless, the prospect of a capitalist 

reconstruction assured by repayment of confiscated wages remained contentious. The ALP 

premier of Queensland, Forgan Smith, described the whole scheme as a ‘vague promissory 

note’ as his friend the General Secretary of the AWU (and editor of the Brisbane Worker), 
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Clarrie Fallon, called it ‘a gigantic IOU’.159 That soldiers’ pay would be given but partially 

deferred compounded the ALP’s negativity; increased pay being a long-running concern 

expressed by prominent party figures.160 When Curtin finally declared opposition to the Keynes 

plan it was on the basis of its impact on reconstruction. Confirming what some seem to have 

suspected, Curtin did not deny ‘that deferred pay would be useful’ to fight in inflation and fund 

the war.161 But to Curtin reconstruction needed to be about wealth redistribution: ‘It is not 

conscription to borrow from the public, because loans really put the assets of the rich into safer 

custody than would be the case if the Government did not become responsible for the ultimate 

repayment.’162 Jack Beasley said compulsory saving was a set-up by the ‘private banks’, 

designed by the ‘same advisers and professors who pushed us into the depression of 1929’.163 

Doc Evatt told the House, ‘My main criticism of the budget is, I believe, the criticism of most 

of the people – that the adoption of its principles would tend to destroy all hope of building a 

greater and happier Australia [...] “Post-war credits” is a synonym for “post-war debts”’.164 On 

the night of 2 October, the Trades Hall Council in Melbourne met to discuss the 1941 Budget. 

It passed a motion that  

condemns the Federal Government’s Budget proposals as a denial of the principle of 

equality of sacrifice, a defence of the private banking and other monopolies, and an 

attack upon the living standards of trade unionists, and affirms its uncompromising 

opposition to any system of compulsory loans by workers. Council declares that only 

by the abolition of the profit and interest system and complete control of the financial 

 
159 Brisbane Courier-Mail, 1 October 1941, 4; Lynette A. Bergstrum, “Fallon, Clarence George (Clarrie) (1890-
1950),” Australian Dictionary of Biography (1996), https://adb.anu.edu.au/biography/fallon-clarence-george-
clarrie-10149. 
160 Northam Advertiser, 1 October 1941, 2. 
161 Commonwealth, Parliamentary Debates, House of Representatives, 1 October 1941, 613 (Curtin). 
162 Ibid., 615. 
163 Commonwealth, Parliamentary Debates, House of Representatives, 2 October 1941, 650 (Beasley). 
164 Commonwealth, Parliamentary Debates, House of Representatives, 3 October 1941, 682 (Evatt). 



 
326 

and economic resources of the nation by the Commonwealth Parliament in the interest 

of the people, can ensure the adequate social and military defence of Australia.165 

James Victor Stout, the Secretary of Trades Hall and soon-to-be collaborator for the Catholic 

Social Studies Movement, called for the war to be financed by ‘the financial and economic 

resources of the nation’.166 The ALP propagandist Denis Lovegrove seconded the motion, 

warning that ‘the supposed “new order”’ was being undermined by economists such as Keith 

Isles and W. K. Williams who explicitly ‘“hope[d]”’ for ‘a colossal slump and a terrific spread 

of unemployment after the war on a scale hitherto unprecedented in our national history’.167 In 

his view, the capital levy was the same that had been offered under duress in the last war and 

that proved allusive. Lovegrove said the ‘reservoir of unemployed labour upon which 

capitalism depended’ would remain ‘unless of course the workers were prepared to alter the 

position’.168 T. D. M. Scott of the Enginedrivers’ and Firemen’s Union successfully added to 

the motion a ‘demand that Parliament’ address the sudden popularity of bonus shares issued 

by companies ‘evading taxation’.169 The Perth Westralian Worker condemned the Budget and 

the Keynes plan, ‘the primary aim’ of which was ‘to buttress orthodox finance’; a charge 

understood in terms of Keynes’s capitalism, ‘for profits are the pivot of orthodoxy’.170 

 

Full employment policy as reconstruction 

 

The embrace of Keynesian full employment policy by the ALP stands at odds with the hostility 

over the Keynes plan and the economist much maligned as a capitalist, although it does cohere 
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with the support for the child endowment. As previous chapters have discussed, there was 

support within capital for a reconstruction programme based on full employment policy from 

1943. After the debate on the Keynes plan effectively ended in October 1941, Keynes’s name 

was seldom invoked beyond reports from his activities in the United States. From around this 

time, another economist became prominent in Australia: William Beveridge. The economist 

from the University of Oxford – which had by the 1940s re-established itself over Cambridge 

as the university of the British bourgeois élite and aristocracy – became the acceptable face of 

Keynesian economics, appearing on the cover of Life and inspiring full employment policy 

planning en masse with Social Insurance and Allied Services (the “Beveridge Report”) (1942) 

and his book Full Employment in a Free Society (1944).171 The Beveridge Report ‘aroused 

keen interest in Australia’, although the economist achieved nothing of the ‘national hero’ 

gravitas he had in the United Kingdom from its publication.172 Beveridge’s biographer, Jose 

Harris, observed of his fame: 

Certainly the image of Beveridge as the embodiment of popular reforming idelas seems 

to have been carefully projected by the press and the BBC; an pictures of Beveridge, 

looking prophetically white-haired and benign, were flashed by Pathe News into every 

cinema in the country. But that Beveridge’s impact was more than just a trick of 

wartime propaganda is suggested by the vast sales of his report, by the apprehension in 

aroused in government circles, and by the vast sales of his report, by the apprehension 

it aroused in government circles, and by his massive mail bag from members of the 

public […].173 
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Both Keynes and Beveridge were sufficiently remote, geographically and culturally, to be 

personal objects of propaganda in Australia. As we have seen, however, their ideas were 

propagandised. This section will discuss the emergence of full employment policy as an idea 

for reconstruction and how it was received by society. 

 

Battered Keynes, 1941-42 

 

As early as 1940 there were individuals advocating Keynesianism. Williams, a lecturer in 

commerce at the University of Melbourne, gave a speech at St. Andrews Hall on 24 September 

1940 in which he explained ‘[t]he evil trinity […] (1) poverty; (2) inequality of incomes; and 

(3) irregularity of employment’.174 Williams explained the centrality of full employment policy 

to Keynes’s suggestion of ‘levelling out of investment of the community’ to lessen ‘booms and 

depressions’.175 However, achieving this could not be through bank credit alone as it ‘helped 

to create employment through increased production but, if continued in peak periods of 

employment it raised the danger of inflation’.176 To Williams, the post-war period could be 

prosperous if there were ‘[p]lans for re-housing schemes and other works to reabsorb back into 

industry labour temporarily diverted to the war effort’, but only if the populous and politics 

retained the zeal for reform.177 Williams’s foreboding was early.  Other minds would turn to 

the problem of lethargy as well. An ABC panel session for Tommorrow’s World was devoted 

to the need to sacrifice into the post-war period through maintained controls.178 The programme 

came after the 1940 election campaign in which Curtin himself had warned voters that controls 

would need to be maintained for post-war reconstruction.179 
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The idea of reformist zeal is consistent with Keynes and his appreciation for the power of 

feelings. Keynes thought the locus of the problem was psychological, with people needing the 

‘elasticity of mind to adapt […] to the problem of full employment’.180 To implement 

Keynesianism, one first had to will it into existence. An early example of the conversion that 

was required can be seen in a question set for students of secondary school economics in 

Catholic schools of New South Wales. The detailed model answer, published in the Sydney 

Catholic Press, ended with a warning to capitalists that 

So long as full employment remains unobtainable, capitalism has to face a damning 

indictment. And it will remain unobtainable so long as production is planless and 

irresponsible, dependent on individual and not on scientific preparation. The central 

control necessary for full employment would mean a great extension of the State’s 

activities – a controlled rate of interest, a planned amount of investment and production, 

and a stable price level.181 

Without planning, full employment policy could be little more than a game of predicting 

economic fluctuations with the level of full employment pegged to every boom or bust. The 

ABC Weekly expressed a similar appreciation for the task required: ‘Keynes […] believes on 

balance in the system of private enterprise subject to the new and drastic social controls that he 

proposes. […] [T]he capitalist system itself can only be made to work well by drastically 

reducing the inequality of incomes.’182 

 

There were major problems even with the full employment brought about by the war. The 

AWU annual convention held on 27 January 1942 resolved that a programme of nationalisation 

was needed but one ‘decentralised’ to account for localised crises.183 For example, the AWU 
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wanted industries in North Queensland nationalised in response to the collapse of the sugar 

industry caused by the disruption to international trade.  The conference heard that BHP was 

concentrating power in Newcastle, using the war to increase productivity and then discreetly 

pushing for wage reductions. Prospects of the post-war period were bleak. In mid-May, Keynes 

adjusted his recovery forecast from one to three years.184 This, in the view of the Melbourne 

Labor Call, was an ‘icy blast’ to those people who believe ‘there will arise a fairy godfather 

who will transform this world of woe into a heaven on earth by the wave of a magic wand’.185 

If the news was bleak it was also thin. The Curtin government began its ‘rationalisation’ of the 

press soon after taking power; something criticised by the labour and ALP press. The Voice – 

the newspaper of the Hobart Trades Hall Council but one closely connected to the Tasmanian 

ALP – ridiculed the government’s proposal for its application to presses affiliated with the 

Australian Journalists’ Association and various trades halls and questioned the silence of the 

ACTU.186 Whereas ‘the military “Salt”, which is read by nobody, and the worthless “ABC 

Weekly”’, will remain untouched, other newspapers and periodicals remain important as the 

‘New Order’ takes form.187 At the University of Adelaide there was a skirmish between a 

professor of literature, Walter Murdoch, and a professor of economics, F. R. E. Mauldon, on 

the issue of press rationalisation. When Mauldon questioned Murdoch’s competency of 

economics, calling him an ‘essayist’, the latter retorted, ‘if one writes at all about economic 

facts, one is bound to write what looks like nonsense […]. What could be more nonsensical 

than a vast mass of unemployment in a world in which there was any amount of work waiting 

to be done? The Voice wanted the reconstruction debate to include ‘men of the type of Professor 
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Murdoch’ and not the economists who ‘dwell among pallid abstractions, that are altogether 

aloof, academic and remote’.188 Keynes, who had once displayed ‘some powers of independent 

thought’, had now been captured by the state and his profession.189 Some, such as Arthur 

Calwell, even questioned the ‘Tantanoola tiger’ of inflation and warned of the ‘economic 

highwaymen’ who had sabotaged the Scullin government (1929-32) ‘still in our midst’.190 

(Calwell, like Eddie Ward, would continue to be suspicious of the non-socialist reconstruction 

and reconstructionist advisers.191) Later, when the Governor of the Commonwealth Bank, 

Claude Reading, warned against the use of public bank credit in peacetime, the Treasurer of 

Tasmania – the ALP’s Dwyer-Gray – accused him of raising Keynes’ ‘phantom’: the ‘old 

bogey of inflation’.192 

 

But Keynes was not wholly despised within the ALP. On the night of 26 August, Ken Bardolph, 

an ALP MLC in South Australia and the president of the United Trades Hall Council, gave a 

national broadcast on the topic of reconstruction in which he described the Atlantic Charter as 

a ‘starting point’ but warned that ‘[e]conomic security […] is not to be interpreted narrowly, 

nor is economic security to be regarded as an end in itself’.193 Bardolph called for a ‘robust 

spirit of optimism’ informed by ‘authoritative economic thinking’, including Keynes.194 Early 

in its time in office, the Curtin government appreciated the link between waging war and 

recovering from war. For example, the university assistance scheme announced by Dedman – 

in ‘his thick Scot’s burr’ – to a council of Vice-Chancellors in late 1942 sought to increase the 
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number of skilled officers who would later go on to help with reconstruction.195 Quoting 

Keynes, Dedman wanted to ‘snatch from the exigency of war positive social improvements’.196 

A. A. Baker, the State Secretary of the Australian Munition Makers’ Federation, addressed 

railway workshops employees during their lunch hour on the topic of reconstruction. Baker 

believed that ‘[b]ureaucratic tendencies and the administration of public enterprises brought 

closer to the people’.197 He envisaged a reconstruction that would heed Keynes’s Versailles 

warning and variously recommended the utilisation of the ‘people’s bank’, ‘Bradfield’s 

proposals’ (the Bradfield Scheme) and economic nationalism: ‘Any Australian policy of social 

and economic reconstruction must be Australian, bearing the impress of Australian 

individuality and sentiment.’198 

 

The existential threat of a botched post-war programme was widely believed. When a 

Methodist minister blamed the world wars on Germany, the Sydney Methodist published a 

letter to the editor calling for a ‘Christian realism’ that, just as Keynes had done in 1919, 

understood the importance of economics to resolving future wars.199 Winston Churchill was 

said to have understood the existential risk posed by post-war unemployment and praised trades 

unions as ‘those institutions which lie so near to the heart and core of our social life and 

progress, and they have proved that stability and progress can be combined’.200 The possibility 

of a constitutional convention to amend the Constitution of Australia for the purpose of 

reconstruction was mooted in 1942. Earle Page suggested ‘an Australian economic convention’ 

to precede the constitutional convention; such a gathering, which ‘should be fully 
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representative of employers, producers, unions, consumers and the governments of Australia’, 

to ‘have a look at the entire war and post-war economic picture in its correct perspective’.201 

Evatt ridiculed the suggestion because it was ‘impossible to separate economic planning from 

politicial constitutional planning’.202 The finance reporter for the Daily Telegraph set out the 

situation as follows:  

After the war the problem for those who want to preserve the essentials of our system 

of free enterprise will be to make full use of our resources, keeping all men employed. 

Economists of the Right, no less than the Left, have warned us that if this isn’t done our 

present (democratic) system of free enterprise will have to face collapse, doom, 

liquidation – and many other redundant equivalents of disaster.203 

The economist Colin Clark, however, predicted a post-war economic boom which could 

improve matters considerably.204 

 

1943: A choice 

 

In 1943 Keynes become associated with other activities. As Chapter Five discusses, the Keynes 

plan reappeared at the 1943 federation election in August. Despite the failed attempts at 

introducing compulsory savings in Australia, Keynes had succeeded in making economics a 

major consideration of warfare and of reconstruction.205 Keynes, who was now a prominent 

representative of the British Government, became embroiled in post-war currency matters and 

international co-operation.206 Interest in Keynes’s international clearing union was more 
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isolated than the Keynes plan and was not contentious, with few exceptions. O. J. Washington, 

a councillor and prominent businessman who was part of a family that owned much of the 

property on Leeton’s main street – including the Council building – called the competing 

international finance plans ‘evil’ and ‘Machiavellian’.207 W. G. Goddard, a prominent 

economist and broadcaster on the ABC’s 2UW Sydney, preached against the re-emergence of 

the gold standard to the Round Table Club of Brisbane, quoting Keynes.208 1943 was a turning 

point in post-war planning in Australia and Britain and in the prospects of Keynesian 

reconstruction. 

 

What form the new order would take was still uncertain. A letter sent from a resident of 

Melbourne’s North Brighton celebrated growing internationalism but warned against 

naysayers who opined that ‘a universal standard of living’ and an ‘international organisation’ 

essential to it might not ‘arrive at all’.209 A series of articles in the Sydney Morning Herald by 

John Edmonds Barry, a Queenslander who worked in the Foreign Office, argued for Australia 

to lead a post-war resurrection of the British Empire through its primary industries.210 At the 

same time, the long-term demand for wool was in doubt as producers were concerned about 

the increasing popularity of synthetic fibres in European textiles, although encouraged by the 

practice of ‘mixing with real wool’.211 The chairman of the Australian Wool Board, Douglas 

T. Boyd of Tarrone estate ‘near Koroit’, believed the immediate future of his industry lay in a 

lend-lease programme supplying wool to war stricken areas; a plan supposedly devised by 
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Keynes.212 In London, ‘[m]any sections’ of capital were said to be increasingly concerned 

about post-war inflation and desirous of maintained controls.213 As early as February, British 

economists were said to ‘generally’ agree with the Chancellors view that ‘attainment of active 

employment is a national objective of prime importance’.214 There was said to be a new 

‘Keynes plan’ for reconstruction being devised.215 Others, such as the chairman of David Jones, 

C. Lloyd Jones, told the company’s annual general meeting that the government should slowly 

reintroduce private enterprise into the economy and model its reconstruction plans on the 

Keynes plan.216 And who better to plan reconstruction than the man supposedly responsible for 

the New Deal and the Australian Recovery Plan?217 

 

1943 was also an important year for the ALP and Keynesianism. Within the ALP there was by 

April a nascent reconsideration of Keynes. The clearest example of this is the Melbourne Labor 

Call. A letter to the editor – sent from a resident of Wellington, New Zealand – placed Keynes 

firmly in that class of economist that, while a ‘non-socialist’ and a ‘defender of capitalism’, 

would ‘arrive at conclusions strongly supporting the social security principle’.218 His 

arguments for ‘full employment’, the ‘multiplier’, the existence of involuntary ‘permanent 

under-employment’ were cited as examples of his use to socialists interested in 

incrementalism.219 The same correspondent soon wrote an article in the paper that explained 

the New Zealand Labour Party’s reconstruction plan was consistent with what Curtin had 

supposedly called ‘legitimate capitalism’.220 (There seems to be no evidence of this phrase 
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having been used by Curtin, although it coheres with his social democracy.) Similarly, an 

article by the ALP’s Jack Holloway acknowledged Keynes as ‘Britain’s outstanding economic 

and financial adviser’.221 To some, the ‘new order’ was essentially whatever the ALP proposed: 

‘With all respect to Mr. Keynes, the great lesson of this war is that it has shown that Labor has 

been right and anti-Labor has been wrong.’222 A former treasurer, Ted Theodore, warned of 

the possibility of a sudden armistice that would trigger ‘a chaos of unemployment and 

directionless economic deadlock’.223 There was one goal: ‘Everyone today who gives thought 

to the question – even the die-hard economic conservative – will agree that we have got to fulfil 

one obligation in reconstructing our society – we have got to avoid unemployment.’224  

 

The favourable use of Keynes’s work was not momentary. Labor Call depicted 

industrialisation as essential to the survival of Australia: ‘[W]ithout large industries the under-

populated Australia never will be able to attract sufficient immigration to face calmly her over-

populated neighbours.’225 ‘[T]he birth of a new Australian economy cannot be doubted’:  

The people have only the choice between a Tory regime, which is likely because of its 

doctrine of free economy to make the transition hard, and a Labor administration, which 

by its view of humanitarian control is better suited to do the job. Once again a well-

known statement of Marx applies here: “And even when a society has got upon the 

right track for the discovery of […] its movement […] it can neither clear by bold leaps 

nor remove by legal enactments the obstacles offered by the successive phases of its 

normal development. But it can shorten and lessen the birth-pangs.”226 
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Evidently, Labor Call was aware of the emerging offer: the protection of Australia and its 

workers in exchange for ameliorated capitalism. Interestingly, the paper had been one of the 

softest anti-Keynes papers of the left and the Victorian ALP advocated full employment policy 

as early as 1940 (see Chapter Four). Of course, not everyone was persuaded. Lovegrove 

dismissed Keynes as a member of the capitalist ‘gentry’ who desired a gentler capitalism.227 

Neither position was incongruous; the question was one of incrementalism or revolution. And 

for the leaders within the ALP, reform has always proved more appealing. For example, the 

Premier of Western Australia, John Willcock, invoked the Beveridge Report as the central 

reason for electors voting for the ALP at the 1943 election.228 Notably, in Britain by 1943 there 

was a ‘consensus’ exhibited in the ‘wide-ranging newspaper support for Beveridge’s ideas of 

social security’.229 The support was so strong as to ward off whatever urges there were in 

Treasury and Conservative circles to be seen questioning the Beveridge Report.230 

 

The conflict over the Keynes plan was not being resolved quick enough for some. ‘[P]ublic 

interest and big business stand glaring at each other, their eyes too often fixed not on the fight 

in hand, but on the bigger fight, from their viewpoint, when international peace is won.’231 The 

peace itself was not settled. Quoting Keynes, the Carnarvon Northern Times explained to its 

readers the international problems that would arise if all nations pursued full employment 

policy: 

“If nations can only learn to provide themselves full employment by their domestic 

policy, there need be no important economic forces calculated to set the interest of one 

country against that if its neighbours. There would still be room for the international 
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division of labour and for international lending in appropriate conditions. But there 

would no longer be a pressing motive why one country need force its wares on another, 

or repulse the offerings of its neighbour, not because this was necessary to enable it to 

pay for what it wished to purchase, but with the express object of upsetting the 

equilibrium of payments so as to develop a balance of trade in its own favour. 

International trade would cease to be what it is, namely, a desperate expedient to 

maintain employment at home by forcing sales on foreign markets and restricting 

purchases which, if successful, will merely shift the problem of unemployment to the 

neighbour which is worsted in the struggle, but a willing and unimpeded exchange of 

goods and service in conditions of mutual advantage.”232 

This exhibits Keynes’s supposed ignorance of practical capitalism discussed in Chapter One. 

The Leeton Murrumbidgee Irrigator published an article by the Dean of Canterbury – Hewlett 

Johnson, who was a Christian Marxist – in which Keynes was quoted as having said, 

‘Capitalism is wholly immoral, mere congeries of pursuers and possessors’.233 

 

The international conferences shaping the post-war era had obvious implication for Australia 

and elicited calls for ‘some body which can speak for the Empire as a whole in dealings with 

the United States’, which was plainly going to succeed in securing its interests.234 Mauldon 

predicted ‘the [Atlantic] Charter and the [Mutual Aid] Agreements might become dead letters 

under resurgent nationalism’ brought about by ‘powerful sectional’ interests.235 In his view, 
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Western Australia’s limited industrialisation and abundance of primary resources would prove 

beneficial in a free trade world, even without ‘Empire preference’; the Eastern States cartel 

would rue their dependence on industry once global trade rebounded.236 Menzies believed that 

most people had benefited from the war but that the post-war period would bring about a 

painful readjustment.237 Others though the readjustment more calamitous even with planning, 

lasting ‘the next two or three decades’ particularly ‘for countries where the economy is mainly 

based upon rural production’.238 Australia needed a ‘long-run remedy’ such as population 

growth for its economy and security, but as ‘Keynes has remarked […] “in the long run we are 

all dead”’.239 

 

The Communist Party took to the election a policy that the Anglo-Soviet Treaty and the 

Atlantic Charter of August 1941 would be ‘honoured fully’.240 On the morning after the ALP’s 

historic victory a correspondent of the Sydney Daily Telegraph, Bert Birtles, who was a 

Marxist journalist and poet, wrote: ‘Politicians here, like politicians abroad, have long been 

saying brave things about the post-war world, about the need for reconstruction, for new values, 

new methods. So have academics […]. To listen to some of them you’d think the post-war 

world was another name for Utopia, and give up the ghost of striving for a better one than you 

have now or had before the war began.’241 Although what form reconstruction would take was 

unknown, Birtles saw an emerging post-war economic order in which the United States would 

create markets for its products. It was a model Australia looked likely to emulate as Evatt had 
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‘visualised Australia as taking the industrial leadership in the South-west pacific and selling 

goods to the 130,000,000 native people in the near north’. 242 Birtles quoted variously from 

such people as New Zealand’s ambassador to the United States and Atlee, the dominions 

secretary, to establish the perceived link between reconstruction, national security and 

industry.243 As Chapter One shows, reconstruction was fundamentally about securing 

capitalism and imperialism, particularly Australia’s subimperial rôle. 

 

1944: An offer 

 

Over the course of 1943 the left softened its opposition to Keynesian economics. In 1944 it 

was clear that reconstruction would focus on the issue of unemployment and that the 

internationalism that imbued earlier hopes was fading. The international conference in Moscow 

in October 1943 demonstrated the power of the Big Four; a power that would define the 

conferences of 1944, ‘this much is certain’.244 By early 1944 it was said that ‘informed quarters’ 

believed there would be a ‘post-war sterling bloc […] embracing the overseas Dominions’.245 

The past president of the Rockhampton Rotary Club, M. A. South, told members that the 

Atlantic Charter meant ‘extreme nationalism’ was to be abandoned ‘in favour of world 

planning’ based on the principle of free trade.246 Such an eventuality would ‘cause a 

tremendous dislocation amongst vested interests and would cause upheaval amongst workers 

owing to the loss of employment amongst their members’.247 There was a ‘generation’ of 

middle-class people ‘being denied the right of saving and investing’ while ‘great corporations’ 
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have thrived in an economy augmented by government.248 Godfrey Blunden, the noted 

journalist and writer, saw reconstruction as a chance to ward off a third world war; although 

sinister influences had become apparent: ‘Like the Little Englander of half a century ago, the 

Little American of today is at heart an economic imperialist […].’249 

 

Others remained hopeful. In an open editorial Beveridge linked his ideas to ‘the work of J. M. 

Keynes’, which had already been proven to work by other countries: Germany and the Societ 

Union.250 A letter from Jack Newton, a Flight Lieutenant in the RAAF based in 

Cambridgeshire, was published in the Moora North Midland Times. Newton, who had met 

Beveridge and planned to meet Keynes – ‘the greatest economist’ – wrote to his friend: 

I intend to introduce some new tactics into the political game. If we want changes, and 

God knows we do, when this game is over I consider it my duty to demand them. This 

aerial game has taught me to fight like hell. […] The load of bombs are like the Reforms 

we want […]. When a chap has to risk his life with every load you can be sure I’m 

willing to risk a lot to get a just system when this show is over […]. On my leaves I 

have been getting some very useful information on currency, economics, trade, etc.251 

But he never met Keynes. Newton, who had been elected for the ALP to the lower house seat 

of Greenough in the Western Australia parliament, went missing over Niedersachsen (Lower 

Saxony) 54 days after the election. The Lancaster he captained was later found to have 

exploded on impact after having been shot down on 14 January 1944, long before his letter 

appeared in the newspaper.252 
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Melbourne University Press published the Realities of Reconstruction series in conjunction 

with Oxford University Press. A reviewer for the Melbourne Advocate – the newspaper of the 

Catholic Archdiocese of Melbourne – lauded Wood’s contribution to the series and his 

Keynesianism. The new economics was ‘substantially in line with Catholic social doctrine, 

which condemns unlimited competition and teaches that Governments should “guide, watch, 

urge and curb” – that is, plan, economic activity for the common good, leaving actual 

production and distribution to private enterprise in the various orders of society’.253 The High 

Commissioner, Bruce, in London told the American Chamber of Commerce: 

the ideals of freedom from fear and want were represented in the minds of ordinary 

men and women as a world in which peace was assured, and from which the nightmare 

of unemployment and destitution in times of sickness and misfortune had been banished 

[…]. I am so convinced that maximum employment is a fundamental to the realisation 

of all our post-war financial and economic plans […].254 

Bruce reminded his audience that ‘giving cannot be all on one side’ and offered them a 

‘reduction’ of the ‘Ottawa Imperial preferences’ in exchange for ‘international commodity 

agreements’.255 It was diplomacy, direct to the source of power. At the same time, the 

Economist reported on behind the scenes moves to abandon imperial preference.256 

 

A new age of technocratic planning was risen in which ‘the brethren of the pen’ divined 

stability with ‘meticulous exactitude’; a culture where ‘every fourth form schoolboy nowadays 

reads J. Maynard Keynes’.257 It was an age destined for failure, according to a young poet, Max 

Harris, on account of its soullessness: ‘The conception of a society modulated by Baron Keynes 
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and Professor Copeland [sic.] is suicidal […].’258 Keynes himself told the House of Lords that 

‘we were entitled to retain all war-time restrictions and special arrangements for the sterling 

area which were helpful to us’ and it was his currency plan that marked ‘an epoch-making 

innovation far removed from old orthodoxy’ and ‘within which national policy for full 

employment could be drawn up’.259 In victory, however, democracy must not be forgotten. The 

bureaucrat and resident of Sydney’s Vaucluse, William C. “Bill” Wentworth, quoted Keynes 

in a letter to the editor: ‘The economic structure of the post-war world cannot be built in secret. 

So, in the new democracy of nations, the instrumentalities we set up must win for themselves 

a general consciousness of consent.’260 Wentworth considered the Australian Government’s 

penchant for closed-door diplomacy: ‘The new technique of bureaucracy is to keep all relevant 

facts secret, so as to place its policy beyond criticism. These documents should be public; they 

affect every member of the public; there is no conceivable reason for suppressing them; they 

have already been made public in Britain.’261 Notably, Wentworth would become a prominent 

Liberal minister in the post-war period and fervent anti-communist but who, during the war, 

had strong links to the powerful Sydney banks.262 The Jewish press, however, admired the 

democratic renewal on display at the International Labour Organisation (ILO): ‘While the 

soldiers with their blood and toil prepare the way for a new world, statesmen, politicians, 

industrial captains, workers’ delegates, deep thinkers as well as superficial work on the pattern 

which this new world should take.’263 In his John Smyth memorial lecture at Melbourne 

University, Wood explained the importance of public education to democracy, as failure of 
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government was mostly ‘due to the ignorance and apathy of voters, and little else’.264 

According to Wood, Keynes had made education the priority of reconstruction because of 

popular ignorance.265 But Wood believed ‘the school must be regarded as a laboratory, not as 

a factory’.266 

 

On 10 May, 1944, the International Labour Conference in Philadelphia had debated the 

question of punishment. P. J. Clarey, the ACTU president, ‘warned that to take too stern an 

attitude towards the Germans would merely give the Nazis more material for a propaganda 

campaign’.267 The Perth Westralian Worker, which reminded its readers of Keynes’s 1919 

predication, noted that other delegates had suggested various harsh punishments to greater 

applause than Clarey.268 The ILO resolved that full employment policy was the pivotal 

principle of post-war planning, although the resolution failed to provide more than vague 

encouragement; it did recommend, among other things, the liberalisation of global migration 

of workers and the maintenance of war-time controls ‘as long as shortages exist’.269 According 

to the Westralian Worker, the government’s representative, J. A. Beasley, had greatly 

succeeded in persuading the ILO to embrace full employment policy as the basis of post-war 

planning. According to that newspaper, the reason for the centrality of full employment policy 

and the resolution’s simplicity lay in ‘the fear in private capitalists that [the Roosevelt 

Administration] has already interfered too much with investment’ and worries, ‘particularly in 

America’, about the future of free trade.270 The ILO was established on a tripartite corporatist 

basis, with a view to bringing labour, capital and the state together in a diplomatic forum. Fear 
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was not the only motivation in supporting Keynesianism. Labor Call cited Keynes to argue for 

the maintenance of controls to overcome the ‘primitive’ nature of capitalism which meant 

workers where exposed to the ‘psychological’ problems of Big Business capitalists.271 

 

Capital was enthusiastic about a reconstruction programme based on Keynesian full 

employment policy. The British White Paper on Full Employment Policy was ‘hailed by the 

London press as a landmark in Britain’s social and economic history’.272 Although the 

proprietor of the Melbourne Herald, Keith Murdoch, thought Churchill ‘the embodiment of 

British courage, spirit, persistence and idealism’ – whatever his ‘strategical mistakes’ at war – 

the probability of a Labour victory at the polls posed no threat to the interests of capital:  

It is taken for granted that the country is Leftist. But it is a Leftism of Beveridge or 

near-Beveridge […] rather than that of the Communist. Indeed, while Britain is 

certainly changing, she shows no sign of turning from private enterprise. […] [F]ull 

employment […] is not the impossible ideal of complete employment, but means that 

there will be reasonable work for every reasonable person within a reasonable time 

[…]. At the back of all this is Lord Keynes […]. This great 20th century mind is behind 

all the Government financial and social plans. A tall, plain man, a leader in modern art 

and culture as well as in politics and economics, Lord Keynes works in a small bare 

room in Downing street, and people come from the Bank of England and from the 

Trades Unions to hear his views. Keynes is considering not only the social needs of a 

great, healthy Britain. Perhaps more pressing in his mind are the economic needs, the 

earthy needs of food, shelter and wealth. His insistence upon economic controls – both 

he and Sir John Anderson […] told me that controls over finance, prices, material and 
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labour must remain until Britain was stabilised – comes in part from social, in part from 

economic, causes.273 

Murdoch continued to take the unusual step of writing in his flagship newspaper under his own 

name instead of through the editor’s editorial column. Perhaps they were attempts to underline 

the significance of his interventions. Murdoch was perplexed and disappointed by the 1944 

fourteen powers referendum result, blaming Queenslanders weighed down by ‘their little 

physical miseries’, the vengefulness of the Langites in New South Wales and the obstinance of 

his friend, Menzies.274 He had supported the ‘unification’ of Australia under an expanded 

Commonwealth since mid-1942.275 Murdoch understood that the tolerance for sacrifice was 

waning; something Keynes had warned him about, as the ‘hot potato’ of manpower controls 

were a necessary evil that would undermine support for reconstruction.276 What was needed 

was a second, ‘simple’, referendum that avoided mention of freedoms, negated the appearance 

of socialism and the ‘grandiosities of Evatt’.277 

 

The unease within capital was isolated. A popular anti-Keynes refrain in the United States 

press, according to the Brisbane Sunday Mail, was that ‘unemployment made America 

great’.278 As Chapter One shows, the issue was not whether unemployment was essential to 

capitalism – which is undeniable – but the ability for capitalism to survive popular revolt should 

higher levels of unemployment continue. The right was, however, less supportive of 

Keynesianism beyond opposition to the referendum. The Adelaide Advertiser offered the major 

parties in South Australia a column each for political commentary. Where the ALP chose to 
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discuss the international negotiations at Bretton Woods, the Liberal County League (LCL) 

focused on war controls and its disciplined message: ‘there is something wrong with the 

political economy of a country when people are in want in a land of plenty.’279 The LCL regaled 

with heavy cynicism a story from Portland, New South Wales, of a butcher who dismissed an 

employee before being black listed. At first the Curtin government had refused to allow another 

butcher’s shop to open while it granted permission to the Portland Co-operative Society to 

commence operations. The local ALP does not seem to have been anti-Keynes. When the South 

Australian businessman and philanthropist, P. W. E. Culley – who was a director of the Co-

operative Building Society of South Australia – accused the ALP of having caused the Great 

Depression, he was rebutted with reference to Keynesian economics.280 

 

The Melbourne Age expressed hope on publication of the Institute for Public Affairs Victoria’s 

70-page pamphlet, Looking Forward, that it ‘will be widely read by business men, by 

economists, and […] by labour leaders and the general public’.281 The pamphlet showed ‘the 

influence of modern economic thinking, especially that of Lord Keynes’.282 Although the IPA 

saw state-led full employment as necessitating a ‘fairly rigid control of the economic system’, 

which it rejected, a corporatist compromise was agreeable; one that called for ‘the right 

functioning of industry’ through ‘expanding production’, ‘high wages, good social conditions, 

reasonable security and continuity of employment […] [with] the need for co-operation and 

sharing between management and workers [through] consultative councils, consisting of an 

equal number of representatives of employees and of management […] the introduction of 

profit-sharing schemes wherever practicable […] a minimum annual holiday of two weeks, 
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with pay, for all employed’.283 Looking Forward was, however, poorly pitched. For the 

‘business English’ weighed down readers ‘till the mind reels and weariness seizes the spirit’; 

‘if businessmen want to be read, they must cultivate the art of plain and clear writing’.284 But 

‘[m]ore serious’ criticism lay in the pamphlets underpinning ideology: 

The authors of this book […] seem to imagine that men will be satisfied in a post-war 

Australia if we can just manage, helped by a benevolent and not too interfering 

Government, to produce a continued flow of goods, to provide work for men and 

women, profits for owners and wages for workers […]. But what if men wish to build 

a society which demands from them more than passive acceptance of benefits 

provided?285 

The pamphlet was written by ‘representative leaders of industry’ who sat on the organisation’s 

industrial committee: ‘Messrs. G. H. Grimwade, F. E. Lampe, C. D. Kemp, G. R. Mountain 

and Capt. A. C. Leech.’286 Ref Kemp was an economist associated with the Australian Paper 

Manufacturers and Victorian Chamber of Manufacturers.287 Geoffrey Grimwade was a 

businessman involved in chemical companies, particularly Drug Houses of Australia.288 Eric 

Lampe was a retailer then involved in the garment industry.289 Mountain was an ‘economic 

assistant to the National Bank of Australia, while Leech seems to have been in advertising 

having undertaken work inhouse for food manufacturer Rosella and, before that, the 
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automotive manufacturer S. A. Cheney, which operated the first Fordist automotive assembly 

line in Australia.290 

 

The economist Wood reviewed Looking Forward favourably as a ‘sincere’, ‘sober and 

realistic’ statement of certain important interests concerned with secondary industry that went 

beyond the ‘nebulous manifesto the Atlantic Charter’ and alingned Australia with ‘British 

thought’:  

More and more the idea of profit is changing from that of a “rake-off” which the 

producer can levy upon the consumer to that of a test of efficiency and of the extent to 

which industry is satisfying community needs […] A permanent state of full 

employment may be an economist’s pipe dream so long as Australian national incomes 

remains largely dependent upon export prices […].291 

In Wood’s assessment, had the pamphlet been published in 1939, the business community 

would have thought it ‘very advanced, if not Leftist’.292 Wood thought Looking Forward was 

deficient in so far as it should have provided ‘a more forthright’ acceptance of minimum 

controls, including the government’s fundamental rôle in – as the ‘Banking Commission’ 

recommended – ‘monetary control’ of the ‘Central Bank [...] bringing Government policy and 

banking operations into line’.293 Certainly, manufacturers saw the appeal of full employment 

policy. It was reported that the ‘Lever Brothers and Unilever Ltd.’ were ‘deliberately planning 

[…] a policy designed to foster maximum production’ in order to capitalise on the new 

economics.294 Indeed, the Lever Brothers were at the forefront of corporatist relations, 
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negotiating a productivity drive with union leaders in exchange for a five-day week of forty 

hours without wage reductions.295 

 

The international conferences were not instilling confidence in a stable post-war period. 296 

There were fears – however implausible – of a trade war between Britain and the United States, 

perhaps one that could result in a possible third world war.297 According to the Australian 

Associated Press, the period between the defeats of Germany and Japan were regarded as 

crucial to the international reconstruction as ‘a quick British recovery will be cheaper in the 

long run than remedying later economic confusion with an impoverished Empire’.298 As such, 

gigantean sums would be released to Britain and the dominions and ‘50 percent’ of British 

factories would be allowed to immediately switch to peacetime production upon Germany’s 

surrender.299 Immediate British recovery was reportedly regarded by ‘[e]ven hard-headed 

American businessmen’ as essential to fighting in the Pacific theatre of war.300 Those who 

advocated trade restrictions were warned that ‘[i]solation today means desperation 

tomorrow’.301 
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1945: Slippage 

 

By the end of 1944 it was clear that the reconstruction programme would only go as far as 

Keynesian economics. The failure of the referendum evinced the reluctance of the right to 

accept the general position within capital, at least before Looking Forward. As Chapter Two 

discusses, the IPA’s pamphlet was persuasive within the right but there remained particularities 

that needed to be defined and for capitalist ideology to be countered. In 1945 there was only 

one politically and economically viable reconstruction: the one based on Keynesian full 

employment policy. The new order had to be accepted before it was frustrated. Scullin warned 

that the government may be forced to choose between ‘honouring debts and dishonouring 

social obligation of the “New Order” or the reverse’.302 This echoed the sentiments of Curtin 

in 1939 who warned of ‘interest-payments that suck our national life-blood’.303 Like Scullin, 

Ward also wanted a financial restructure with interest free loans.304 Joining Melbourne’s Labor 

Call in its mild support for full employment policy was the Hobart Voice, which warned that 

there was a balance that needed to be struck between ‘essential liberities’ and ‘the employment 

of all our available resources of manpower and materials’. That balance was the agenda set out 

by ‘Sir William [Beveridge]’ in his proposal for a ‘planned market economy’. 305 

 

Where workers had to be wary of the Menzies and Fadden governments’ propaganda on the 

Keynes plan, now the reverse was true. The Voice warned readers that the ‘views of Lord 

Keynes and […] Beveridge’ had been ‘suppressed’ by the ‘undeniably private-bank-bought’ 

corporate press.306 The opinion went further than others. Noted scientist J. B. S. Haldane 
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warned workers in Perth about the importance of comprehending ‘millions’ because ‘the 

opponents of such necessary measures as the Beveridge Scheme will try to frighten us with its 

vast cost, and a figure of hundreds of millions of pounds always sounds impressive’.307 Another 

more nuanced argument came from Stanley F. Allen, a chartered accountant and prolific leftist 

writer of the time, who wrote of a ‘propaganda’ campaign on the part of banks and their 

supporters designed to conceal Beveridge’s ideas about the control the ‘Banking and Monetary 

System […] to make money the servant and not the master of Governments, industry and 

people’.308 Allen thought the issue of banking was critical to reconstruction because 

‘[t]omorrow’s people will be staggering under the effects of a colossal load of national debt 

[…] to meet the interest bill’.309 Sydney Truth perceived a frantic race in British politics to 

shore up support before the election, with Churchill government attempting to ‘out-Beveridge 

Beveridge’. 310 The ‘matter of great concern’ was that ‘debt is being piled up to astronomical 

figures’ such that there was ‘a danger to the economic position of every country in the post-

war years is that these interest bills will be so big as to debilitate peace-time efforts to secure a 

rate of production which alone can raise living standards’.311 

 

Hope for a radical reconstruction was not entirely lost. A young Michael Foot, then columnist 

in the pages of the London Daily Herald – a leftwing, privately owned paper with the highest 

subscription in the United Kingdom – had an article reproduced in the Melbourne Maritime 

Worker in which he argued: ‘Only in wartime, when demand is unlimited, do we secure full 

employment. Let us recognise, then, that human demand in peace can also be unlimited and all 
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will be well.’312 To Foot, Beveridge provided ‘half the cure’; namely, he ‘proposes a most 

imaginative plan for socializing demand, but the question of socializing production’ remains.313 

He concluded that ‘[t]he same Sir William, who knows that in a boom profits always increase 

much faster than wages, thus aggravating the shortage of effective demand, still prefers to work 

his scheme without rectifying the evil at its source’.314 Beveridge is also ‘content to leave 

profitmaking in the big industries in private hands’.315 ‘In short, Sir William is proposing the 

most dramatic interference with the profit system and the profit motive ever suggested by a 

non-socialist economist, and he hopes to succeed without cutting the claws of the profiteers’.316 

Foot had published Guilty Men (1940), which is considered ‘an outstanding pioneer’ of the 

‘anti-capitalism’ literature of the war.317 The question of claw cutting was one dealt with by 

Keynes in relation to private banks, as the succeeding section will discuss.  

 

The ALP’s column in the Brisbane Worker carried further the notion of a Keynesian 

reconstruction slipping away. Readers were warned ‘Big Business […] while giving lip service 

to the noble aspirations of Sir William, [will] push forward alternatives which have for their 

true the preservation of their position in the community as the economically dominant class. 

They are prepared to make concessions here and there – big concessions when compared with 

past efforts – but they are ready to fight for the maintenance of the rule of private property’.318 
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There was ample evidence for its claims. For example, an article in the Age called for 

superannuation, instead of an old age pension, for ‘self-reliant employed workers’ and ‘self-

employed people, to whom the notion of depending on public bounty in their declining years 

is distasteful’.319 The paper explained that higher taxation had eroded the ability of ‘most 

people’ to fund their own retirements and that Beveridge had advised that ‘insured people “can 

pay and like to pay”’.320 Another article in the Age described Beveridge’s work as ‘show[ing] 

lucidly and logically’ there can be ‘a conscious control of the economic system at the highest 

level’ and observed that ‘[n]ext to the war, mass unemployment and the fear of unemployment 

have been the greatest evils of modern times’ as many people ‘with memories of the great 

depression still poignant in their minds’ appreciated.321 The ALP wanted readers warned that 

‘the capitalist press [specifically the Fairfax newspapers] is slang-whanging Labor day in, day 

out’ and that the ‘birth of the Liberal Party (or the re-labelling of the UAP)’ was designed to 

‘keep us from getting “out of hand”’. 322 

 

The degree of critical discourse within the corporate press publications stands at odds with the 

suggestion that there was effectively a blanket ban on Keynes and Beveridge. Indeed, the 

corporate press had forced Keynes on the Australian people. Beveridge’s address to the British 

Liberal Party in which he advocated for government spending to maintain full employment 

was widely reported in corporate papers.323 Beveridge’s book Full Employment in a Free 

Society (1944) was one of the ‘books of the day’ listed in the Daily Telegraph.324 Nonetheless, 

there were limits to how far controls on the economy could go. George L. Schwartz, a British 
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economist, expressed the view that ‘the planners’ were attempting to reverse the inherently 

efficient allocation of resources performed by capitalism.325  To Schwartz, ‘the best way of 

summarizing the Beveridge Report is to recognise it as the latest version of the Elizabethan 

Poor Law […]. The relief of distress has been officially recognised as a communal 

responsibility for over three centuries now […]’.326  

 

Encouraging the laissez faire retaliation was the publication of Friedrich Hayek’s The Road to 

Serfdom (1944), which gain broad readership in large part because of a condensed version in 

the conservative Readers’ Digest in 1945.327 Hayek’s ideas gained greater appeal from 1946, 

even among some on the far-left.328 Hayek’s work, combined with the popular view that there 

were similarities between Keynesian economics and fascist economics, seems to have piqued 

some capitalists.329 An editorial in the Melbourne Advocate claimed that Hitler had accused the 

allied states of replicating Nazi economics in February 1943. Hayek’s ‘careful analysis of the 

movement towards the new totalitarian tyranny’ was essential reading to those concerned that 

reconstruction was sinister ploy to implement the ‘German Socialist doctrines which paved the 

way for the Hitler despotism’.330 Yet, like Hayek, the editorial understood the need for some 

planning: ‘We shall all be insecure […] unless we have State guaranteed wages, free schooling 

for children, free medical services, unemployment insurance and a mass of social services.’ 331  

Indeed, Hayek provided for a large measure of state intervention; something that drew 

opprobrium at the time from people now thought aligned with Hayek, including Ayn Rand.332 
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A letter to the editor quickly corrected the mistake, pointing out Beveridge’s explicit 

commitment to the ‘freedom in choice of occupation’.333 The Sydney Daily Commercial News 

and Shipping List took Beveridge at his word: 

The central thesis of the report is that the right want to destroy unemployment is not 

directly by making work for the unemployed but to pursue collectively objectives so 

important as to call on the whole manpower of the nation. This means replacing the 

unplanned market economy of the past, that is to say, an economy in which private 

interest is the driving and guiding force, by a planned economy in which social 

conscience become the driving force […]. Asked about the relation of his plan to 

socialism, Sir William said: “Socialism means the socialisation of the means of 

production and exchange and everyone is paid a salary […]. I don’t want to do that. I 

want social demand rather than socialized production. It is a different approach.”334 

A Jack Guise of Kalgoorlie wrote, ‘[i]t is only because the means of production are in so many 

competitive hands that democracy is possible’. 335 Government intervention was ‘inflationary’ 

and so the government should not pursue ‘State socialism’ but rather the ‘Beveridge 

scheme’.336 An anonymous letter countered the arguments: ‘Mr. Guise says the road to 

prosperity is through mass production, apparently with long hours and low wages, as he says 

the trade unions here would not tolerate […]. Unfortunately, for this idea, the slaves happen to 

be the customers for the goods produced, and so you have no market. […] [I]f we are to avoid 

depression and misery, we have got to do our best to remove the cause, which is capitalism.’337 
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Flux remained though the options for a new order had effectively narrowed to one. An opinion 

column in Perth cast reconstruction in broad perspective: ‘Two world wars represent a pretty 

grisly achievement, and after five years of the present deadly struggle we haven’t yet made up 

our minds what to make of a world at peace […]. In Australia some legislators are making loud 

and brave noises; but so far as I can gather, nothing has been worked out.’338 There was a 

balance that needed to be achieved. According to the Catholic Advocate, an excerpt from a 

paper of Clark’s was published in which the Queensland economist stated his very cautious 

approach to nationalisation, particularly of the insurance industry as Beveridge had 

proposed.339 A. E. Heath, former Agent-General for New South Wales in London and involved 

in the timber industry, believed the Economist was right in stating: ‘“If the peace cannot make 

of Europe a going concern politically and economically, it will not last […]. The trees and other 

commodities will not walk to market, neither can devastated people on the starvation line pay 

for them.”’ 340 The all-important post-war market for exports was far from secure. The 

Chairman of the Australian Wool Board, Douglas Boyd, was reported to have ‘returned to 

Melbourne with grave doubts about British people being attracted to Australia’ partly because 

the ‘Beveridge Plan’ would entice potential migrants to stay.341 This in turn meant ‘British 

manufacturers […] considering plans for establishing themselves here in Australia could not 

enter into large-scale industrialism until it had more population’.342 

 

With time to ponder, a summer school of the Australian Institute of Political Science was held 

on 26 January 1945. ‘At the school gather the professors (without their gowns), officials 

(without their rubber-stamps), plain citizens, and men, too, who toil and labour with their 
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hands. Sometimes the papers and discussions are interrupted by a bitter story of distress in the 

depression; for depression always crops up when you debate economics.’343 L. G. Melville 

advocated full employment policy as devised by Beveridge, including an international 

commitment to full employment. S. M. Wadham wanted ‘machinery for agricultural credit, 

provision for amenities through national funds – light, water supply and transport for the 

farmer.’344 But educating the masses about economics was regarded as futile by one union 

official. Thomas P. Howard of Adelaide, who was an admirer of Scullin, wrote ‘if the people 

cannot use a lead pencil intelligently to effect the necessary economic changes, it is not feasible 

to suppose that they could successfully carry out a policy of reconstruction […]’.345 One 

columnist described a conversation with a ‘hard-working tradesman’ who told him, ‘“I work 

from dawn till dark, but I keep fresh because of my hobby – fishing”’.346 The columnist 

wondered whether the ‘variety of plans put before us, the Millennium for mankind according 

to Beveridge, Canberra or Moscow, all aiming at social security’ would ‘end in spiritual sloth 

and inertia’ without a ‘wide choice of hobbies’. 347 The masses do not, however, dictate the 

terms on which they engage with the world. 

 

What kind of reconstruction was no longer an open question. In the Catholic press, attention 

was paid to the development of the Irish social security plan as it compared to Beveridge. 

Bishop John Dignan’s Social Security (1944), which marked the importation of Beveridge’s 

welfare state into Ireland, called ‘for a livelihood men ought to depend on their own initiative 

and exertions and not on the State’.348 Bishop Dignan asked, ‘“Why should we have in this 
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Catholic country lock-outs and strikes? Why should capital and labour occupy opposing camps, 

each thinking the other a foe, whereas their interests in reality coincide and do not conflict?”’349 

Self-reliance can be found as well in B. A. Santamaria’s desire for ‘mixed farming – the self-

containment of the individual farm – by which our agriculture would gradually become an 

“owners’,” not a “wage” industry […]’ .350 A Christian editorial in Echuca opined: ‘Despite 

war conditions […] happiness is much more dependent upon one’s outlook […] than upon 

actual conditions […]. Nevertheless the call for getting rid of hindrances to happiness […] that 

produce unnecessary conflict and struggle […] is urgent’.351 Elsewhere it was said the 

‘Beveridge Scheme […] is a realistic implementation of the principle of freedom from want 

and offers an example to all nations in the post-war world’.352 

 

The Curtin government had settled on full employment policy as the basis of reconstruction 

long before the White Paper on Full Employment in Australia. In February, Curtin ‘said he 

looked to private industry, that is to private enterprise, to make the major contribution to 

production, development and employment in the postwar years […]’; a view seen by some as 

‘very close’ to Beveridge’s view.353 

 

Banks: The obstacle to a “new order”? 

 

While Keynes’s name became associated with his unpopular war finance plan, his name was 

frequently deployed by people engaged in economic arguments with respect to credit creation. 

Keynes had been quoted in the 14th edition of the Encyclopedia Britannica (1929) as having 

 
349 Ibid. 
350 Melbourne Advocate, 31 January 1945, 17; Macintyre, Australia’s Boldest Experiment, 68, 171. 
351 Echuca Riverine Herald, 2 January 1945, 2. 
352 Port Pirie Recorder, 8 January 1945, 3. 
353 Newcastle Morning Herald and Miner’s Advocate, 7 February 1945, 2. 



 
360 

said on the topic, ‘There can be no doubt that all deposits are created by the banks’.354 In the 

1930s and 1940s there was a popular argument that the power to create money from nothing 

should be possessed by democratic institutions, not the private banks. Despite the argument’s 

popularity, particularly among readers writing to newspaper editors, there was no uniform 

organised effort or concentrated hostility comparable to that which arose in opposition to the 

Keynes plan. However, the argument would have bolstered the credibility of the ALP’s 

alternative war finance plan, which included credit expansion by the Commonwealth Bank, as 

well as the notion that the public bank could be used to fund post-war reconstruction. The 

argument was especially popular in rural areas, perhaps reflective of their hostility to banks 

(which only intensified after the war with the growing dependence on lines of credit and 

expanding need to increase productivity with the use of expensive machinery).  

 

Although the ‘somewhat comprehensive socialisation of investment’ mentioned in the 

concluding notes of The General Theory (1936) did not attract much attention, the sentiment 

matched the popular desire for banking reform and, in particular, the social credit ideas of 

Major Clifford Hugh Douglas (1879-1952).355 By the early 1930s, there were many Douglas 

social creditors in Australia, including within the ALP and Country Party, contributing to the 

development of a secret campaign of resistance waged by the private banks to prevent 

encroachment by the state.356 (The banking lobby produced propaganda that was published 

under the names of various economists, including Copland and E. R. Walker.) Interest in 

Douglas social credit increased after his 1934 visit to Australia.357 
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Use of Keynes’s comment pre-dated the Second World War. In February 1939, the Launceston 

Examiner published a letter to the editor from someone living in West Launceston. The letter 

read, ‘[i]t is part of the technique of modern tyranny to conceal from the public the facts that 

banks do create and destroy money with no more cost than that of the ink [...]. Suppression of 

the facts enables the perpetuation of the illusion that if we want adequate defence we must of 

necessity slacken our programme of national development, or, alternatively do without 

something we would otherwise buy by having to pay more taxes’.358 Notably, West Launceston 

had a close affiliation with state-sponsored development through the historic Duck Reach 

power station, undertaken in the 1890s to electrify Launceston, which began public-use 

hydroelectricity production in Australia.359 

 

Interest in credit creation increased with the commencement of war. The Leeton Monetary 

Reform Society heard from a guest speaker on the rôle of private banks in the creation of credit 

and the democratic potential of the Commonwealth Bank Act in abolishing profitmaking in 

banking.360 Leeton, a New South Welsh agricultural town, is located in the Murrumbidgee 

Irrigation Area which was on the cusp of an aggressive expansion in demand for rice and in 

post-war reconstruction projects.361 In South Australia, William MacGillivray, an independent 

MP in the House of Assembly, expanded on Keynes’s words to the editor of the Victor Harbour 

Times: ‘we now find that 98 percent of the trading in Australia is done by cheque – bank created 

money the banks have now usurped the right which was once the prerogative of kings, or under 

 
358 Launceston Examiner, 23 February 1939, 8. 
359 Miles Pierce, “An Australian Hydroelectric Milestone: The 1895 Duck Reach Power Scheme,” Australian 
Journal of Electrical and Electronics Engineering 3(3) (2007): 259-72. 
360 Murrumbidgee Irrigator, 1 December 1939, 6. Later, in mid-1940, the local council unanimously passed a 
resolution condemning the deflationary policies of the Australian and New South Welsh government. 
Councillors observed how the mere expectation of an Australian Keynes plan had caused savings to expand and 
warned against the curtailment of tree planting programmes and horse racing, ‘which […] would result 
immediately in further unemployment among blacksmiths, farmers, railway attendants, ticket collectors, girls in 
restaurants and men in bars’: Wagga Wagga Daily Advertiser, 11 July 1940, 4. 
361 Emily O’Gorman, “Growing Rice on the Murrumbidgee River: Cultures, politics, and practices of food 
production and water use, 1900 to 2012,” Journal of Australian Studies 37(1) (2013): 107-9. 



 
362 

our democratic system of Government what should rightly belong to the people, the making 

and control of the issue of money or credit […].’362 In this way the issue of private credit 

creation connects with the experience of the depression as well as the apprehension of 

reconstruction. 

 

Many of those questioning the power of the private banks saw banking as integral to the 

economy and far from benign. An anonymous letter to the editor of the Newcastle Sun read, ‘I 

feel at this moment more anxiety for the safety of my country than ever before, even in the 

midst of war. Let not that happen to Australia in its hour of trial, and let not the money power 

prey upon the country in times of peace and conspire against it in times of adversity’.363 To the 

writer, quoting Abraham Lincoln, the prospects were dim: ‘“As a result of the war, corporations 

have been enthroned and an era of corruption in high places will follow, and the money power 

of the country will endeavour to prolong its reign by working on the prejudices of the people 

until wealth is aggregated in the hands of the few an the Republic destroyed.”’364 (The quote, 

now considered apocryphal by historians, dates only as far as 1896.365) A monetary reformer, 

J. R. T. Keast, who was politically active in the eastern Wheatbelt region of Western Australia, 

rebuked the claim of the state Country Party leader, C. G. Latham, that the banks were 

constricted by amount of money on deposit.366 Keast, citing Keynes, argued that ‘No Bank 

could function if it had to depend on the difference between what it paid depositors […] and 

received from the borrowers’ because ‘such a small amount would hardly pay office 

expenses’.367 The Nhill Men’s Club heard E. Lyall Williams, a lecturer at the College of the 
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Bible, which was affiliated with the Churches of Christ, speak on the ‘three outstanding ills’ 

facing reconstruction: ‘Humanism, Materialism, and Nationalism’.368 According to Williams, 

invoking Shelley, ‘the agents of production should be controlled not by the few but by the 

many’.369 

 

The economy was seen as interconnected and dependent on finance. In a full-page spread the 

Perth West Australian explained how ‘modern commerce and manufacture’ had developed 

‘side by side’ with ‘the banking system [that] has now become an integral part of industry […] 

without the use of money provided by the State’.370 Keynes, it was said, had estimated ‘that 85 

to 90 percent of British money is bank money’.371 The paper further explained how banks 

profited heavily from the financial instruments provided to industry, evinced by shareholder 

returns. Using the 1931 work of A. L. G. Mackay, The Australian Banking and Credit System, 

the paper explained the banking system’s fundamental dependence on and importance to 

agriculture, the seasonal nature of which necessitated ‘the maintenance of large reserves’ by 

the banks.372 So the rise of manufacturers, especially the asbestos-cement company James 

Hardie & Co, described on the same page would assure economic – and therefore political – 

upheaval.373 On the left, this interconnectedness was a source of fear. The Perth Westralian 

Worker reproduced a speech by a ‘farmer-Laborite at a meeting of the Kwolyin-Shackleton 

branch’ in Western Australia’s wheatbelt: 

[T]here is an obstacle which overshadows all others, the almost watertight monopoly 

of the means by which the products of human effort and ingenuity are distributed […]. 
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According to the “Financial Times” (London) legal tender (viz. bank notes and coin) 

constitutes only 0.7 percent of England’s financial transactions, and this may be 

accepted as fairly representing the position in Australia. Therefore, more than 99 

percent of the money we use is financial credit, operated on by cheque […]. […] [T]he 

report of the royal commission on banking, set up by the Commonwealth Government, 

which makes the irrefutable statement that the Commonwealth Government has the 

power, under the present constitution, through machinery of the Commonwealth Bank, 

to monetise the nation’s real wealth and resources and to make money available for all 

national services free of any charge […].374 

Private banking was correctly understood by the speaker as an impediment to socialism and a 

socialist reconstruction. 

 

Keynes understood some of the limits of full employment policy. In 1938, he observed the 

necessity for unemployment insurance arising from a combination of reduced working hours, 

higher productivity and declining industries.375 Other people read this situation, too. F. P. 

Murphy, a major who had fought in the First World War and is listed on the New South Wales 

public school teachers honour roll, spoke on the matter at the Rotary Club of Wellington.376 

Citing the economist Stuart Chase, Murphy told his audience that the 1920 marked the first 

time in which employment in industry had declined in the United States. (Chase, an economist 

and consumer protection advocate, may have been responsible for naming Roosevelt’s 

economic agenda the “New Deal” and later assisted the public relations of the “Great Society” 

presidents.377) According to Murphy, unemployment was an inevitable result of mechanisation 
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and the increasing industrialisation of agrarian countries. But it was also the result of ‘bankers’ 

who are ‘normally deflationists’ who ‘wish to keep money in short supply’; a preference that 

‘runs counter to the desires and interests of the community, for what both producers and 

consumers want is that the amount of money in existence shall balance the price, of goods, so 

that everything produced may be sold’.378 Like many before him, Murphy quoted Keynes on 

deposits and argued that the control the supply of money was ‘the crux of the whole question 

of monetary reform’.379 Murphy did not want to nationalise the banks ‘but to take away from 

them their power to create and destroy credit and vest it in the people where it belongs’.380 To 

him, it was ‘not a subject for merely academic discussion’ but ‘urgent and vital’ to 

reconstruction and avoiding another war: ‘We are horrified to hear that children of our race are 

being bombed and drowned, but were they treated much better before the war?’381 Murphy had 

been active in Wellington’s political scene, leading a local branch of the ‘social credit economic 

reform movement’, which was based on the theories of “Major” Douglas; theories that Keynes 

only partly agreed with.382 

 

At the close of 1940 it was readily apparent that reconstruction planning was needed. A newly 

elected UAP MP, Eric Spooner, derided the government’s budget as ‘lacking in imagination as 

it affected post-war reconstruction if any credit resources could be used to safe limited, surely 

there was never a moment when their use was more justifiable’.383 Dedman said, ‘There can 

be no “new order” till there is a new order in finance, and that will not be attained, in Australia, 

at all events, till Mr. Fadden is given charge of Adam Smith’s tomb instead of the Federal 
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Treasury. That would well suit a man so dead to all modern ideas’.384 As already discussed, 

reconstruction was a major concern of capital and the political right wing. The Sydney Morning 

Herald saw reconstruction an essential concern of government: ‘So long as it remains true that 

war, or preparation for war, is the only effective remedy for unemployment […] wars will 

continue, however cunning the machinery devised to prevent them.’385  

 

Whether a significant reconstruction programme could happen partly depended on the private 

banks. Keynes, himself, argued that the war had changed the political situation in Britain, 

saying, ‘Don’t be deceived by the bogey of finance, which is no longer what it was. It now 

rears only a timid head, which wasn’t the way it behaved in the last post-war reconstruction’.386 

For some time people, including Lord Beaverbrook, had expressed worries that reconstruction 

would be hampered by high interest rates on war debt.387 Keynes thought the period of low 

interest rates following the depression would eventually turn into a period of negative 

interest.388 In Australia, Bill Aylett, the ALP senator, said of reconstruction, ‘[w]hen the time 

comes […] to develop Australia as a nation […] [i]ntelligent men will not allow a shortage of 

money or credit to stand in the way’.389 Aylett’s optimism was not at all common within the 

party. The ALP propagandist, Boote, explained that Australia was hostage to ‘the money 

mongering Banking Combine, which plunders the nation through a crafty manipulation of the 

nation’s own credit resources, the Government’s war finance, as sure as Capitalism’s greed, 

will produce an aftermath of depression as tragic in its way as the war itself’.390 In Burnie it 

was said that ‘[a]ll rational economic and financial planning must take note of the primal needs 
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of the people’.391 In Darwin, an editorial of the Northern Standard warned of the realities of 

‘capitalism’: ‘The men with the big money control Government financial policy rather than the 

other way about. The men with the big money have invested in this war. They will want their 

return.’392 The classes dependent on wealth ‘accumulation’ will not allow a radical 

reconstruction.393 A refrain had it that ‘all students of finance and banking clearly recognise 

the need for some radical change’ as ‘[t]he old orthodox methods of finance […] must be 

discarded and replaced by a more universally workable system’.394 In January, 1941, the 

monthly periodical Jobson’s Investment Digest of Australia and New Zealand had dispelled 

fears that ‘public credit expansion’ was ‘“worse […] than trading bank credit in its effects on 

the economic situation”’, as the only difference was that decisions could be made in the public 

interest.395 Those who feared ‘that credit expansion through the Commonwealth Bank would 

enable the trading banks to build up a superstructure of credit’ should have been assured that 

full nationalisation of banking would ensure there was ‘no danger of this happening’.396 

 

To counter this apparently growing credit rebellion, capitalists avoided the overtly pro-business 

rhetoric of Menzies and espoused the merits and rational caution of reform. The Country 

Women’s Association (CWA) in the New South Welsh agricultural town of Narrabri heard an 

address from a D. J. Fraser on the matter of public credit expansion. Blaming ‘[s]urplus man-

power’ as the cause of ‘social unrest, economic strife, industrial warfare, political upheavals, 

civil war, revolutions, and may lead to international war, world war and world devastation’, 

Fraser never the less asked his audience to consider the ‘palliatives, follies and failures of 
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Roosevelt’s New Deal’.397 The sentiment was shared in the logging area south of Perth, the 

Shire of Manjimup.398 The constitutional limits could be pushed to achieve a ‘just price’ for 

businesses and an ‘adequate basic wage’ for workers.399 Notably, Henry Joseph Kelliher’s 

words were taken as support for the ALP’s war finance policy.400 By the war, Kelliher, who 

was a businessman with diverse interests, believed the ‘state alone should create credit’.401 An 

editorial of the Canberra Times stated: ‘The control which has been applied to the private banks 

by voluntary agreement will serve as a war time experiment for the more permanent control of 

private banking which must be an ingredient of post war reconstruction and the future order of 

society.’402 

 

The ALP’s war finance plan to utilise the credit expansion powers of the Commonwealth Bank 

was, in a way, unfinished business after the banking royal commission.403 Curtin, as part of his 

public rejection of the Keynes plan, told Parliament: 

[T]he amount of national credit which the banking system, including the 

Commonwealth Bank, has made available to the Government for the prosecution of the 

war during the last two years is itself complete proof that everything the banks said – 

and, worse, everything they did – when the Labor government was in power from 1929 

to 1931, was motivated not by sound banking practice, or by consideration for the 

national interest, but solely by the desire to destroy a government that they did not like 

[…].404 

Scullin would make a similar observation in 1943, as shown above. 
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Conclusion 

 

The calculation that was made by labour and the left, and capital and the right which resulted 

in the Keynesian reconstruction was in once sense a betrayal. The aspirations of one group 

gave way to the stronger aspirations of another. At the same time, the social nexus through 

which Keynesian war finance was stopped came to produce Keynesianism as the realistic 

programme for reconstruction. The revolutionary fervour remained isolated to a minority of 

society, albeit one that would grow in power in the years after the war. In the long run, the 

post-war economy transformed politics, with a deeply indoctrinated moral middle class 

operating on a largely illogical, but vaguely capitalistic, worldview; a barely extant left and a 

working class marginalised by its diversity of language and race. With hindsight, it is easy to 

see the anti-capitalist aspirations of the 1940s as folly. But for a time the hope seemed real and 

the critique was largely sound. Australia has not known a revolutionary period since the 1940s. 
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Conclusion 
 
 

‘“If it benefits all the people to confiscate your father’s 
money then ought it not to be confiscated?” 
“But will it really benefit them?” 
“He’s hopeless!’ Billy roared. “Read Keynes, read Lenin, 
read Marx!”’ 
– Gore Vidal, Washington D.C. (1967) 

 
 

Keynesianism was unpopular among the very people it was supposedly designed to 

benefit the most. Viewed chronologically, it can be seen that the assumption of popular will 

for the new economics was itself imposed from above but retrospectively. This thesis shows 

that Keynesianism was divisive, inflammatory and largely unwanted. Keynesianism was 

adopted in Australia because it reflected an international realignment of capital as well as a 

desire to assuage the populace. Capital faced no greater threat in Australia than the 

revolutionary and reformist spirits of the 1940s, both of which took many years to exorcise. 

 

Undeniably, amelioration was beneficial to Australian society. By making employment 

relatively secure, enabling the expectation that one could live in a home with modern 

conveniences and raise a family, all while accruing wealth, the objective of improving the 

living standards of the masses was broadly satisfied. The consensus historical view is, rightly, 

ambivalent because of the hardship of notable groups within and without Australian society. 

To celebrate Keynesianism is to overlook, dismiss or conceal the price paid by less powerful 

peoples. A similar argument can be made with neoliberalism, which vastly expanded the wealth 

of those born before the 1970s and setup a generational division based on economics and 

reinforced with politics and culture that, so we are led to believe, time will resolve but only 

after it is too late for those born after 1970 or yet to be born.1 

 
1 Productivity Commission, “Wealth Transfers and Their Economic Effects,” November 2021, 
https://www.pc.gov.au/research/completed/wealth-transfers. 
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Keynes was writing in a context in which states, economists and powerful vested interests were 

receptive to his ideas. However, the crisis of war and the fear among the political right wing of 

society and capital about what the end of the war would bring, meant the new economics was 

an obvious alternative to the status quo. The lesson of the previous major war, post-bellum 

period and depression era had finally been learned. If there were to be conflict – remembering 

that class conflict is absolutely essential – then it had to be redirected to smaller groups within 

and larger groups without. For capitalism to survive it had to ameliorate to the minimum level 

at which the threat of revolutionary unrest was quashed while still preserving profitability. For 

the left and labour, Keynesian economics represented another attempt to ward off either 

socialism or a non-capitalist (and non-communist) third way. The latter option, popular among 

moderates, was an important factor in the “Keynesian revolution” as was the capitulation of 

the far left in favour of maximising amelioration when it became clear that a radical 

reconstruction was unachievable. 

 

E. P. Thompson famously wrote in the preface of the Making of the English Working Class 

(1963) that he sought to save the forgotten masses in history from the ‘enormous condescension 

of posterity’.2 It is easy for historians to cast judgment on unremarkable humans when vested 

with the morality (and complexity) of the present. As Emma Griffin explains, Thompson was 

demonstrating the importance of apparently insignificant people.3 That Keynes was élitist and 

aloof helps explain why his economics inspired and aggravated; that capital took a liking to his 

ideas evinces the calculation made; that labour was hostile and aspirational reflected an 

understanding of the system in which workers were mere units at someone’s command.4 

 
2 E. P. Thompson, The Making of the English Working Class (Penguin, ebook, 1980). 
3 Emma Griffin, “EP Thompson: The unconventional historian,” Guardian, 6 March 2013, 
https://www.theguardian.com/books/2013/mar/06/ep-thompson-unconventional-historian. 
4 The vast majority of Australians were workers who did not control the means of production: Alan D. Gilbert, 
“Cities and Suburbs,” in Ann Curthoys, A. W. Martin & Tim Rowse, eds., Australians from 1939 (Fairfax, 
Syme & Weldon Associates, 1987), 78. 
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Thompson’s social history approach is not preoccupied with recreating ‘the bedrooms, 

bathrooms, and kitchens of each one’s favourite victims’.5 Rather, social history is concerned 

with the social nexus as a whole, from the dispossessed to the powerful in the context of the 

dynamic economics of capitalism. For this reason, the alliance of social history and economic 

history in British historiography is entirely understandable; its relative isolation in Australian 

historiography suggests there has been a travesty of social history, explained in part by what 

Ann Curthoys sees as a superficial engagement with Thompson’s work (largely by confining 

their reading to the preface) and the cultural turn.6 

 

The central argument of this thesis is concerned with the popular reception of Keynesianism. 

It is not intended as a social history critique of Stuart Macintyre’s Australia’s Boldest 

Experiment (2015) per se. Macintyre essentially wrote an economic history of the first 

generation of Keynesian economists and policymakers, asking how their ambitions were 

fulfilled, curbed and, to a considerable degree, frustrated by the politics. If his work were a 

social history – which it does not proport to be – it would be undermined by its preoccupation 

with the collection of the National Archives of Australia. The archivist Graeme Powell, to 

whom Macintyre owed the ‘greatest debt’ for Australia’s Boldest Experiment, cautioned the 

author of this thesis against using the collection for social history purposes because tremendous 

effort would be exerted for limited material, both in volume and quality.7 By approaching the 

essence of reconstruction from social history and using a different archive, the thesis reveals 

the tension within society over Keynesianism and how Keynesian economics traversed the 

 
5 Eugene D. Genovese and Elizabeth Fox-Genevese in 1983 quoted in Peter Novik, That Noble Dream: The 
“objectivity question” and the American Historical Profession (Cambridge University Press, 1988), 443. 
6 Ann Curthoys, “History from Down Under: E. P. Thompson’s The Making of the English Working Class and 
Australia,” in Antoinette Burton & Stephanie Fortado, eds., Histories of a Radical Book: E. P. Thompson and 
The Making of the English Working Class (Berghahn, 2021): 19-39. 
7 Stuart Macintyre, Australia’s Boldest Experiment: War and reconstruction in the 1940s (NewSouth, 2015), 
viii; Powell rightly counselled the author that newspapers and periodicals would provide significantly more 
evidence and breadth of opinion appropriate for a social historian. 
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social nexus to become the basis of reconstruction. The thesis complements Macintyre’s 

economic history by adding a discussion on the Keynes plan and the reception of 

Keynesianism.8 There is a fair criticism to make, however. As Tim Rowse reminds us, the 

realpolitik behind reconstruction is not clearly articulated nor sustained by Macintyre.9  

 

As Bridget Griffen-Foley writes, ‘newspapers in the 1940s played a greater rôle than any other 

medium in delivering information on political issues to the general public’.10 Sources other 

than newspapers and periodical, such as radio broadcasts and film footage, were not consulted, 

although they were often discussed in newspapers of the 1940s. Radio was ubiquitous by 1935, 

with ‘only the very poor’ precluded.11 The ABC’s Country House – which started in April 1941 

and aired at midday – ‘became a stable of farmers and graziers’.12 Rural radio usage reached 

parity with cities in 1939, prompting much correspondence with the ABC.13 A. W. Martin used 

the example of a farmer near Gilgandra, New South Wales, to explain that dailies arrived once 

a week by post, making them less important than the wireless for news, although stock and 

station journals remained useful.14 Notably, talkback radio was not legal in Australia until 

1967.15 The period from 1945 to the mid-1950s was one in which filmmakers, particularly 

documentarians, were imbued with ‘the vision of a reconstructed Australia’ with 

 
8 For Macintyre’s brief discussion on the Keynes plan, see Australia’s Boldest Experiment, 84. 
9 Tim Rowse, “Remembering Stuart Macintyre: Historian, mentor, colleague” (University of Melbourne, 25 
February 2022), https://blogs.unimelb.edu.au/shaps-research/2022/08/08/remembering-stuart-macintyre/. 
10 Bridget Griffen-Foley, “‘Four More Points than Moses’: Dr. H. V. Evatt the press and the 1944 referendum,” 
Labour History 68(1) (1995): 64. 
11 Kociumbas, Australian Childhood, 188. 
12 Rob Linn, Battling the Land: 200 years of rural Australia (Allen & Unwin, 1999), 146. 
13 Megan Blair, “Listening to The Lawsons: Radio crosses the urban-rural divide,” in Graeme Davison & Marc 
Brodie, eds., Struggle Country: The rural ideal in twentieth-century Australia (Monash University ePress, 
2005), 07.3, 07.7-8. 
14 A. W. Martin, “The Country,” in Ann Curthoys, A. W. Martin & Tim Rowse, eds., Australians from 1939 
(Fairfax, Syme & Weldon Associates, 1987), 102. 
15 Bridget Griffen-Foley, “Talkback Radio and Australian Politics Since the Summer of 1967,” Media 
International Australia 122(1) (2007): 96-107. 
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propagandistic films like John Heyer’s Journey of a Nation (1947).16 Another potential source 

is the National Archives. For example, the Rural Reconstruction Commission conducted its 

business at some 200 locations across Australia and combined evidence from 800 witnesses.17 

The bureaucracy compiled large volumes of information in order to administer the child 

endowment, including details about remote Aboriginal communities.18 Official propaganda, 

such as The Housewife Speaks, were issued by the Australian Government to pursued the 

people about reconstruction.19 However, the collection is not arranged for the social historian, 

with relevant sources spread too thinly for broad lines of enquiry and predominantly containing 

the official view of a subject, as opposed to that subject’s voice. Without sufficient resources 

(and with the word limit reached four times over in notes), these sources of evidence were not 

necessary. 

 

To end discussion, the author would like to note the surreal experience of writing this thesis 

during the last four years. When research commenced, the topic was politely relevant to the 

present being concerned with the resurgence of economic critique of neoliberalism since the 

Great Recession. By the second year, the research began to be played out before the author. 

Writing in a house with drenched towels shoved underneath doors and on the gaps in windows, 

extraction fans running all day and night, the sky a permanent sunset for days straight, the 

garden water tank toxified, was an experience matched only by the next crisis. The Covid-19 

pandemic struck two months later. Speculation was rife with prospects of an historic economic 

collapse. To avoid crisis, the state turned to Keynesian measures to boost effective demand and 

 
16 Albert Moran, “Media Intellectuals,” in Brian Head & James Walter, eds., Intellectual Movements and 
Australian Society (Oxford University Press, 1988), 118; Journey of a Nation (Directed by John Heyer, 
Australian National Film Board, 1947), https://www.nfsa.gov.au/collection/curated/journey-nation. 
17 Martin, “The Country,” 104-5. 
18 Cate O’Neill, “The Shifting Significance of Child Endowment Records at the National Archives of 
Australia,” Archival Science 19 (2019): 235-53. 
19 Julie Sheppard, Post-war Reconstruction in Australia: A bibliography of resources for study in the National 
Library of Australia (National Library of Australia, 1981), 248.  
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preserve business and consumer confidence. There was a flurry of books about reconstruction 

and politicians abruptly changed rhetoric and styles to invoke the je ne sais quoi of the 1940s. 

The period of time was tremendously stimulating to a research student dealing with the 

opposite crisis. This fortune was unlike many others, whose lives were lost or destroyed. And 

then, in the last year of the thesis, the research project had come to life with an almost Michael 

Crichton flair: inflation, full employment, international conferences, talk of white papers, 

Akubra hats, pints on the long bar, round glasses, Menziean-Hawkish corporatist summits of 

consensus and a resignation that reconstruction will be, will be. But the thesis is not positioned 

as a comparison with the present, in the same way it does not seek to establish a strawman 

Keynes; one that can be dragged to the town square and executed. 

 

Future research could expand the thesis, in breadth and length. This could be done in multiple 

volumes but the utility to readers would be questionable and the work taxing. There is scope 

for a comparative social history between the receptions of Keynesianism and neoliberalism, or 

the receptions in a transnational work. It is submitted that future research would be best directed 

at a transnational consideration on the impact of Keynesianism on peoples who themselves did 

not reap the rewards of the new economics; a global people’s history of Keynesianism, if you 

will. Jon Piccini writes of the value of McQueen’s A New Britannia to transnational 

historiography: 

Scholars such as Priyamvada Gopal in Insurgent Empire explore how a variety of 

working- and middle-class radicals in Britain’s metropole forged powerful alliances 

with and received the ‘reverse tutelage’ of anti-colonial activist in the periphery, finding 

their struggles not merely complementary but enwrapped […]. It is the exploration of 

the process whereby Australian workers came to realise that their own power lay in the 



 
376 

liberation of all – from class, racial, colonial and other forms of oppression – that 

constitutes the unfinished legacy of McQueen’s intervention.20 

The author intends to spend the time after submission trying to better understand the theories 

that, unavoidably, informed this work. 

 

 
20 Jon Piccini, “Reading Humphrey McQueen’s A New Britannia in Decolonial Times,” Overland 224 (2021),  
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