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Telephone (07) 3396=-TZ69

Ladies & Gentlemen,

When Ms Simone Pensko, your Principal Resesrch
Officer, kindly s=nt me » copy of your 'terms of reference" etc
for this enquiry, just received, 1 was pleaseduith the prompt™
TEIfONSE .,

From the list, of "Members-of-the-Committes"] s=e one or two names
of persons, whose, pre-selsction proceesdures are known to me, end
I em impressed by the composition and the residual knowledge that
is present in your committee,

It i=s often the nature of '"parlismentary committees' thet the seen
ss "tribal based" adversersorisl debates ss shown on television from
time to time, sre ususlly sbsent,..and concentrstion is given over
the "scceptance/rejection” of the submission then before the members.

What you are =bout to read, if séch brief definition iz sought, are
the writings of an'iéoneoclast’..but they are my writings..in them
there is nothing of & 'confidentsl nature' end all are ExpeErignce
based,

The principsl, and goed, reason for the continuous decline in the
provision of "financiel services", with particulerisation, given
o 'panks' is that the ,..business svailsble isgmall and not very
profitable. In that, from statistics given,.."the sggregate farm
debt i= $23% Billion",..for ®n iddustry, that is 'ceapital intensive,
farming, and ergo, uses capitel intensively' for s nation of this
size the capitel represented is remarkably small, Stock & Station
firms, such as Elders =lso have & contribution, == doss the 'capital
content' in leasing arreangements from such Firms == '"GE Capit=l'.
There is  further amount that, by derivation, maybe found in the
varidus '"futures markets' payments, I do not have the figures for
these, but scknowledoe their existence as part of the 'capital or
finance' structure.

It should be noted, thet the 'finsnce community' (mainly Sydney and

pert Melb@urne based) have "entered into obligations of $37 Trillionm
(REA report) which im the AXISS newsletter of April 2001 in = bar

graph wes further displayed as being..half in foreign exchange position=
and half in derivative positiona",,.members will readily realiss thet
the 'finsnce community' (with predominant benk partcipation) have =&

much larger intersst, &s expressed by the "$37 Trillionm figure' in

that sector, than the '"meres' $23 Billien in rural debt,

(in passing, the vartously estimated worth of 'Austrelia' is said
to be$9,? Trillien..snd yet the 'finsnce community, from hase=s
hers haye entered inte 'eobligations' of #37 trilIion..which is over
four times the total worth of Austrslia,)
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I think, from the brief summary, it is quite obwviouws that existing

me jor 'financial services' simply want to exit from the "rursl &
regional areas' and they only m=intsin 'services' leargely out of
"usage & custom" and in some ceses, the collatersl benefits to be
found im dealing with Foreign exch#nge From exports of wool, meat,
wheats, other greins etc, Minerals, such as co#ls, sluminum & koalin,
copper, zine, tentalum, etc are more of =n industrial basis then
"egpects of egriculture’ &nd their capitzl structure iz more of Bn
international content,.sven though, the main mines are iIn rursl aress,.

So, out of respect of your petience, T will now advance certain ideas,
that whenimplemented, would provide, from their structure, & continuous
system for the supply of "benking & finscisl services to rural and
regional and remote areas of Austrélia®,

1. A system of "community finsncial facilities" to be established
by appropriate legislative writimge, Within that, deposits to
guaranteed} cherges to be exempt the conditions of Sections 36
and 51 of the Banking Act 1959 (as amended).

?. Management to be by "community elected/eppointed"boards of not more
tham Five persons within & prescribed service area,

3. No "interest' to be paid on deposits, BUT, every guarter & ‘distribution'
be mede to depositors from the experinces of the facility during
that peried, and the surplus (subject to reserves) be thus duly
distrubuted, (If any).

4, Adyances be made, sgein within the the 'prescribed sres' to and for
any worthwhile proposal (withinm the opinion of the menagement) and
such costs involwed be paid, on & celculated monthly besis, by the
user of the (then) cepitsl,

5. '"This' structure, when duly ezpandey,provides for a "savimgs & loan"
facility, At this stege, 'credit creatiom' is not envisaged, That
such #n operation may subsequently follow, &% we are dealing with
whet is in effeect, = "local bank' structure should be, with due
c#ution, be =llowsd for.

6, In operationsl terms, the nesd to set up premises and so forth,
can be Isroely set aside, by "location licensing' =so that a newsagent,
ar oeneral store, or chemist, can offer the use of the facility.
Advances, from sn sdministration point of view, would have to be
centralised, but the spplications for advences, could very well be
lodged at the points of the agency structure,

7. Cash advances, could be used, subject to security concerns, by the
usual ATM mechimes, That those meschines need someone to put the cash

i in, provide meintenance and so forth, may be considerations that
limit their use in say, "remote' areas,

8, Common=-Wealth financial structures could, with bemefit, be used
for the provisiom of "seed-capital" es & "grant-in=aid' after the
style of operations of "Invest Australias" and ssveral other exsmples
which will be known to members of the Committee, (Refer =lso to
Section (iv) of Sectiom 51 of the Constitutiom of 1907..the 'Public
Credit',.and the presmble to the Banking Act 1559,) i

9,Manegement personnel, could be readily sourced from existing 'made
redundant' persons from the existing benking industry..=ll the
asets they nesd, are ndigcernment and integrity"..and a managemant
structure that permits th&ir use.
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By those previous notes, having thus set up, =lbiet in synopsis

form, 8 continuous source of 'community-supplied- capitel' it behoves
one to indicate some ways how the resultant production is to be paid
for end at beneficisl return level of payment.

A= they command sttention, let us look at some aspects of 'exports’
of which Australis, due to its small population and grest climate
variations and =oil types, will for many years, have & reliable
surplus,.8nd thus provide, that scarce commodity, 'foreign exchange.'

1t must be understoed, that all merkets, including commodity markets,
are, in onw word.."rigged",..by the simple method of central bankers
allocating {or not) the required funding for the wverious trades,

The purpose, without meking & thesis out of it, is to "sallocate the
added velue' found im international treding,.since the deys of the
Mediei im 1100 AD Band since. (To bellew about “free trade" which has
never existed in 5000 years of recorded history, i= =imply to indicate

ones lack of sophistry.)

After that often hard learned lesson is #sccepted, than one takes the
steps of not only produgcing the commodity BUT also owning the foreign
echenge that cen result from such sales,..snd by seperate arrangemsnts
to "merchandise that foreign exchsnge,'

Such an idesa is being studied by sectors of the Sugsr Industry. It does
not take much intelligence to work out that to produce "gugar® et

5.6 centz per pound FOB is non=profitsble,.not only for the grower,
but the processor snd exporter, That such s price comtinustion will
result in no suger industry with or without subsidies, i=s an cbvious
sutcome, ,.snd of cowurse the Finances,whers lo=n capital is irvolved
sgre in jeopardy. But if smell change i= made In "terms of sale" so
thet suger is exported with scceptance of the currency of the country
of destination..eg Indian rupees, Vietnamese dong, etc then the
reference price from say 'Chicege futures of 5.6 cents per pound' to
Lome Convention reference price of 14 cents per pound(or similar)
provided that the currency of the imported is accepted, findas an
sgresable arrsngement, India is not goimg to TUNn ouk of rupses, nor
i= Vietnam goind to be short of donge and so forth, When prices are
set in # 'reserve currency structure' (say US Doller) then stromg
resistance to imports, prices,quality, etc all set in,

By the prier acknowledgement, that im & country such &= Austrelis,
with & long term balance—of=payments deficit, foreign exchange is
s "scarfe commodity! and can be carefully merchandised with that
eapect in mind.

The cotton industry, in much the same way, but with specific changes
is mlso looking at "those ideas" for thelr implementstion.

Now =11 this stuff is mentioned, to indicate that, if there is to

be set up, "community-financisl-facilities" then protection of its=

wse, that is, of "community capital' must needs be = counterpart
measure with understanding and sound sdministration from the members

of the resultant administrative structure. To just provide funds for
some new or existing sgricultural productiem, without following the
results through, from fearm to consumer, is =n sdministrative error that
shoulid not First occurs
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Let us look at this "community cspital concept" by scenarioc application,

Im rural communities, the "valups=fo-the=moment™ in respect of farm
lands, squipment, crops, livestock etc are all well known and are
constantly discussed. So that, when 2 "depomitor" drives past a rural
property, he/she can sayt "There is some of my money im that ferm/ctop/
tractorl",.and the assessment is made of its '"security' es = piece

of community capitel investment. There is not, in this situstion, the
bland seperateness of an slsewhers based 'bank' having its funds

so advenced. In most cases, there will be & transverse sense of pride
in the observation..without any e spesct of remotemess or the nead to
gatisfy "shareholder returns" or whatever else may asppear im &
balsnce sheet with some odd ideas sbout the use of verities..sven
"though 1t meybe sudited,

What 'this' amounts to is 'constant intelligence' to provide, & form
of safeguard of use, An aspect that=otivitpessd outfit cannot even
h#pe to sccomplish, It is for this reason, thet a "government deposit
guarantee” systew can be put im place as there is very little liklihood
of it ever hawving to be ne=ded,

You will have noted, the "me interest paid/cherged" structure but
due allows=nce for = 'charge of uss' (of the facility). This is put
im to arrange sveoidance of the sbsurdities of the current interest
rate structure, whereby,."subject te the spproval of The Treasurer
the Reserve Hank Bosrd can set interest rates where it pleases)

Sect 51 Banking Act 1959)...to produce = 'one size fits all interest
rate policy for urban, commerci=zl, =nd eqricultmmal uses I=s an error
best viewsd as = functione=l shsurdity! '"..When ome sppliss, Circere's
words (Rome sbout SOBC) of "Qui Bono®",...Who BEenefits?,..the only
beneficisry found is the= associsted benks,.and as Ome quarter of 1%
increase in interest rates gives them an increase of §1 B8ilIion =
year in net profits ,.the sussion aspplied to the RBA declsions has an
obwious point of oripination..(As their PR activities clearly show,)

Some of you om the Commitee meybe young enough to recell..the "overseas
loans" affeirs sold as & product by some of the Assccisted Banks from
1981 onmwards,.fFirst of im yen, then D-Marks, then Swiss Francs..thet

gt one stage totsled $88illien, meinly in the farming sector,

When the imevitsble Court cesss came sbout for what was, & planned
'unconciousebles result" they were often settled by sllowing for

' confusion and non-understandimg om the part of the borrower'..and
from that, the substance of the loan was extinguished. But im =11
the cases, that have been brought to our notice (the list is not
comprehensive) there was no mention of.."these, were nomenc lature
losns, .they were sxpressed in yen, D-farks, Swiss francs et #l but
there was no record of "foreign currency coming im or re=payments
going out”,.simply becsuse it did not exist! The loans could have
Just == easily been expressed in cowrie =hells or leather tokens

{ pecus) nominating cettle,.but they only chose, from & clearly k nowm
far in sdvance,selection of currenccies, that would =pp eciate the
most sgeinst the Australiam Dollar..whose path, of eonstant devalustion
was set in plece in 1981 becuase those im authority simply kmew na
better..and from that, were un=trained im any {and they sre seversl)
slternatives, The 'tariff/bounty' =spects of exchange rate pricing

are of course quite clear.
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You will hawe noted, »= recommendation, that &t this stage, the
initial formetions,.."credit creatiom should be not wsed"..which is
not the same Ehing == "provision of credit, from drawing rights on
community cepital®,.the intention so described.

UCredit creatiom™ anmd so Forth was taught in Banking Schools in
Florence fn 1120 AD,.they also taught how to have thres books,.
ona for the customer, one for the tamx ation authorities, and a

third setiting out the exect pozitlon of the benk,

It maybe noted, in the Coddington Case (and 15 others) the Commonwealth
Bank has admitted to keeping two sets of books,.one for the customer
and another for the ATO,.naturally, sll duly audited]

Your research staff will probably be able to find for you & copy of
Adam Smith's,."Am Inquiry into the Cause of the Wealth of Nations"
published , after 13 years in the writing, in 1776. Well, in thet
look wp his comments on "banking'...it could be & contempory form
of commentry. At that time the banks held = 'reserve' or "cepitel
adequecy ratio%of 20% . Up until about 1978 the 'capital sdequacy
ratio® in Austrslis was 10% (all these es & per cent of = lo=n) but
until 7983 that was sgumented, said to be for some regulstory/prudentiel
reasons by Statutory Reserve Deposits with the Reserve Bank, Since
that time both have changed, You will find, in the March 20 edition
of the IMF guerterly "Finance & Dewelopment” (an easier book to get
hold of than Adsm Smith)..=n article by Jan ven der Vossen who is
Deputy Chief of the Banking Supesrvision and Regulation Divisiom in
the IMF's Monetary & Exchenge Affesirs Department,.om pages 11% 111
of the "Bulletim' section concerning,.. "Capital Adequacy Ratiohs
s= advised by The Bank of Internationsl Settlements” (in Balse)

and therein, it is given: "that the capital sdequecy ratie be set
st $7.,60 cents per $100"...yes, the rest is 'crested' within the
context of & losn srrangement! (It maybenoted that APRR in recent
writings, claime that ,,in Austrlié it i=s $6,.per $100..and egein
the rest is 'crestedl')

Now for such an srrangement to operate regquires = grand fluidity from
sdwvances and deposits. A& '"community-credit-provider'structure, having
no need of these huge interchanges (that on ABA figures is over

$8 Trillion a year) does not need to directly participste. That

they will need, in an aggregate sense, some access to the chegue

and other instruments clearino system shiuld not be overlooked =nd
should be allowed for inm eny formeslised writings, That aspect, other
than being noted st this stage, need not be developed by these notes.

We have given brief deteils of dealing with the peyments for exports,

but other Ehan im & supporttive role, to the various structures that
goverm rurel industries, such "Sugar" "Greins" "Wool" nMagat" "Horticulture"
the role of the "community-creditSprovider}y particwlary in the sarly
steges, should be supportative, but not particpatory. Later, as various
adaptations and skills are acquired the 'banker' to the "rural exports
sector" could be sensibly sntertsined,...knowing, that in so doing

such service, for that is what is enteiled, is for the express benefit

of seeking snd protecting the use of various "comminities-Capitel".
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Thus far, im your reading, you h&vwe been given either by comment or
referral to some levels of finencial sophistry that may not seem to
relevant to 'rursl, requon=l or remote' aress,.they, ate but only in
an indirect way.

As you know, children, perticulary farm children, generally sbout the
age of 11 stert cetting some strength, (Yes, you need muscles to sven
work a clutkh on astrector) Farm children, on the géite uncomplicated
basis of "helpinmg Dad" commence to do some work, (No its not child
lsbour, it i= farm children being themselves,) But at the same time
commences the "spirit of emguiry"..and that is tn;'arl%turedl

A guestiom of,.this ecelf that you say is intendedfor the Japaneae
market how much do we get for it?,..then can follow, the calf-to-
consumer (== prime beef) anstomy of pricing..who getswhom frowm whom
for whet,..until it resches the consumer’s table, If Ded(or Mum) does
mot know thers are people in the industry that, with patience, cEn
amswer that young persom's clear enguiry.,

Then there is another gquestion when the fredght bill comes im:

"Hell, freights have gome up} Why?",.sgain the snatomy af the bill

the road, (did the Shire borrow money to build it or sekl 1t?)

the truch..most uvsuslly subject to finsnce lesse..if the interest

retes go wp, then the costs go wp..the digsel, . if its frow Bass Strait
nil fields its well-hesd cost is $6.20 = barrel (thst is 44 gallams)..
if from Saudi Arsbis the well-head cost is 20 cents for the same bartel.
The recistration..doe= the State Government really need that much?
Excise Tex,,.whet dogs the Common-wealth Govermment do with all that
money wepay?..thers is & whole contempory economic study im the

'amatomy of the freight bill',.st the ferm gate,.

Mow hoth these vigonettes sre given for you to consider. The first,was
to revenue comimg in, the second, was to monies going out..that is the
ECONOMY,..nokt only of sfarm, but much else be=ldes, ..8nd attention to
=11 those things, let your composite minds explore fully before you
decide on recommending to 'whomsoever' the "burden and benefit of &
communities=Ffinencing=Ffacilities®..that have been sketched ot here,.

1f members of your Committes want =ny aspect expanded I will be pleased
to do no so in writing ageinat specific enguiry,.

Peter D Glover
WYNNUR QLD 4178
ERISBANE

August 2002





