
ASIO was empowered to collect 
and evaluate information 
relevant to the nation’s security, 
and to communicate this to those 
deemed relevant by its director-
general, who in turn reported to 
the attorney-general.
Relations between ASIO and the 
Labor party were poor. Many 
ALP activists knew they were 
subject to surveillance by ASIO, 
and ASIO had reported Jim 
Cairns as a potential threat to 
democratic order as a prominent 
anti-war activist.
In 1973 attorney-general Lionel 
Murphy was praised when he 
organised a raid of ASIO’s 
Melbourne headquarters to seize 
documents he claimed ASIO had 
withheld from him.
ASIO chiefs were appalled as it 
reduced ASIO’s standing as the 
partner of foreign intelligence 
agencies, including the US 
Central Intelligence Agency 
(CIA).

(continued)

became a crucial factor in the 
constitutional crisis that 
developed when the Senate, 
controlled by the opposition, 
delayed approval of the 
government’s money bills for 
1975-76.
Dr Jim Cairns, deputy prime 
minister and minister for the 
environment, had been sacked in 
July for misleading parliament 
over his attempts to raise other 
government loans overseas.
In October, a beleaguered 
Whitlam denied that his 
government was still involved in 
loan-raising activities, but 
evidence from a London-based 
intermediary, Tirath Khemlani, 
was produced in parliament to 
show that Rex Connor, minister 
for minerals and energy, had 
been continuing negotiations 
despite the revocation of his 
authority to raise such loans. 
Connor was also sacked.

ASIO and the CIA
Australian Security Intelligence 
Organisation (ASIO) was a 
domestic counter-espionage 
organisation created in 1949 to 
include Australia in the 
intelligence-sharing network with 
allied countries following the 
Second World War, including 
USA, Britain and Canada.

customary practice, replacing 
two Labor senators with anti-
Labor independents.
This situation created a majority 
in the Senate for the opposition.
This majority was used to reject 
the Whitlam government’s 
budget, which had been 
presented to the Senate in 
October.
Fraser, claiming ‘extraordinary 
and reprehensible 
circumstances’, announced that 
the opposition would refuse to 
pass the budget bills in the 
Senate unless Whitlam called, 
18 months early, an election for 
the House of Representatives.
Whitlam stood firm on the 
principle of the supremacy of the 
lower house.
As the pressure rose the 
likelihood increased of the 
government making alternative 
financial arrangements so as to 
be able to govern without the 
money supply.

The Middle East ‘loans affair’
The press released information 
regarding moves by the Labor 
government to raise overseas 
loan money from the Middle East 
and the secret negotiations 
involved.
The so-called ‘loans affair’ 

and only joint sitting of both 
Houses of the Parliament.

Political and economic crises
After the 1973 oil crisis, the 
Whitlam government’s reforms 
slowed as all western economies 
went into recession and inflation 
mounted.
A series of political and 
economic crises racked the 
Whitlam government throughout 
1975. Unemployment was at the 
highest rate since the 
Depression. Additionally, there 
was a change in the leadership 
of the Liberal Party when 
Malcolm Fraser replaced Billy 
Snedden after his third 
leadership challenge.
A massive swing against Labor 
encouraged the opposition to 
force an early election when 
Whitlam and Fraser campaigned 
against each other for the first 
time in the Bass by-election. 
The decision of the government 
to elevate Senator, Lionel 
Murphy, to the High Court, and 
the death of a Labor senator 
from Queensland left two seats 
vacant in the Senate.
The NSW and Queensland 
governments chose not to follow 

Reform
The Whitlam Government came 
to power on 2nd December 
1972, becoming the first Labor 
Government in 23 years.
In a whirlwind of change they 
banned conscription, withdrew 
Australia's remaining troops from 
Vietnam, changed Australia's 
voting on Southern Africa 
questions in the UN, negotiated 
diplomatic relations with 
Communist China, introduced 
free tertiary education, abolished 
the death penalty, reduced the 
voting age to 18 years, ended 
what remained of the "White 
Australia Policy", made 
"Advance Australia Fair" the 
national anthem, and 
commissioned inquiries into 
schooling and Aboriginal land 
rights.
They were elected again on 18th 
May 1974 after Gough Whitlam 
secured a dissolution of both 
Houses in April 1974 after the 
Senate twice rejected the bills 
setting up Medibank - Australia's 
first comprehensive national 
health system - and the bills 
ensuring one vote one value
in elections for the House of 
Representatives and introducing 
senators for the Territories. The 
Medibank and electoral bills 
were then passed at the first
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