Monetary Reformers, Amateur Idealists and
Keynesian Crusaders

Australian Economists’ International Advocacy,
1925-1950

by

Sean Turnell

BEc (Hons)

A thesis submitted in fulfillment of the requirements
for the degree of

Doctor of Philosophy

Department of Economics
Division of Economic and Financial Studies
Macquarie University

1999



TABLE OF CONTENTS

Abstract
Acknowledgements

Chapter One: Introduction

1.0 Introductory Comments
1.1 Aims and Significance of this Research
1.2 Limitations of this Research
1.3 Outline of the Study
Section I: Monetary Reformers
Introduction

Chapter Two: Cheap Money and Ottawa

2.0 Australian Economists and Monetary Reform
2.1 The Wallace Bruce Report and Keynes

2.2 Ottawa

2.3 Matters of Theory

2.4 Chosen Instrument: British Monetary Policy

Chapter Three: The World Economic Conference

3.0 Preparation
3.1 The Conference
3.2 Aftermath
64
Section I1: Amateur Idealists
Introduction

Chapter Four: F.L. McDougall

4.0 ‘Sheltered Markets’

4.1 Disillusionment

4.2 The “‘Nutrition Approach’

4.3 Economic Appeasement

4.4 Propagating Economic Appeasement

4.5 Influence, Achievements and Underconsumption

11
13
14

20

22
31
38
44
51

54
60

68

72
74
77
82
89
91



Section I11: Keynesian Crusaders
Introduction 101

Chapter Five: The Beginnings of the ‘Employment Approach’

5.0 Article VII 105
5.1 The ICER Report 117
5.2 The *Clearing Union’ 119

Chapter Six: Coombs and Consolidation

6.0 Coombs 130
6.1 Old Themes at Hot Springs 137
6.2 Keynes, London and a Diversion in Philadelphia 145

Chapter Seven: Bretton Woods

7.0 The Joint Statement 157
7.1 The Conference 165

Chapter Eight: An International Employment Agreement

8.0 Approach to the United States 175
8.1 The United Nations 179
8.2 The Beginning and the End of the ITO 181

Chapter Nine: The ‘Employment Approach’ Reconsidered

9.0 Theoretical Coherence 190
9.1 The Approach as Political Economy 196

Section IV: Keynesian ‘Revolutionaries

Chapter Ten: The Keynesian ‘Revolution’ in Australia

10.0 The Existing Literature 207
10.1 The Contribution of this Study 216

Section V: Concluding Comments

Chapter Eleven: Conclusion

11.0 Conclusion 227
11.1 Extensions of this Research 231
Bibliography 232



Abstract

Between 1925 and 1950, Australian economists embarked on a series of campaigns to
influence international policy-making. The three distinct episodes of these campaigns
were unified by the conviction that ‘expansionary’ economic policies by all countries
could solve the world’s economic problems. As well as being driven by self-interest
(given Australia’s dependence on commodity exports), the campaigns were motivated
by the desire to promote economic and social reform on the world stage. They also
demonstrated the theoretical skills of Australian economists during a period in which
the conceptual instruments of economic analysis came under increasing pressure.

The purpose of this study is to document these campaigns, to analyse their theoretical
and policy implications, and to relate them to current issues. Beginning with the
efforts of Australian economists to persuade creditor nations to enact ‘cheap money’
policies in the early 1930s, the study then explores the advocacy of F.L. McDougall
to reconstruct agricultural trade on the basis of nutrition. Finally, it examines the
efforts of Australian economists to promote an international agreement binding the
major economic powers to the pursuit of full employment.

The main theses advanced in the dissertation are as follows:

Firstly, it is argued that these campaigns are important, neglected indicators of the
theoretical positions of Australian economists in the period. Hitherto, the evolution of
Australian economic thought has been interpreted almost entirely on the basis of
domestic policy advocacy, which gave rise to the view that Australian economists
before 1939 were predominantly orthodox in theoretical outlook and policy
prescriptions. However, when their international policy advocacy is included, a quite
different picture emerges. Their efforts to achieve an expansion in global demand
were aimed at alleviating Australia’s position as a small open economy with perennial
external sector problems, but until such international policies were in place, they were
forced by existing circumstances to confine their domestic policy advice to orthodox,
deflationary measures.

Secondly, the campaigns make much more explicable the arrival and dissemination of
the Keynesian revolution in Australian economic thought. A predilection for
expansionary and proto-Keynesian policies, present within the profession for some
time, provided fertile ground for the Keynesian revolution when it finally arrived.
Thirdly, by supplying evidence of expansionary international policies, the study
provides a corrective to the view that Australia’s economic interaction with the rest of
the world has largely been one of excessive defensiveness.

Originality is claimed for the study in several areas. It provides the first
comprehensive study of all three campaigns and their unifying themes. It
demonstrates the importance to an adequate account of the period of the large amount
of unpublished material available in Australian archives. It advances ideas and policy
initiatives that have hitherto been ignored, or only partially examined, in the existing
literature. And it provides a new perspective on Australian economic thought and
policy in the inter-war years.
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The belief that we have come from somewhere is closely linked with
the belief that we are going somewhere. A society which has lost
belief in its capacity to progress in the future will quickly cease to
concern itself with its progress in the past.

E.H. Carr, 1961



