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Subsidies or reimbursements of Domestic Agr.-
cultural Products.

(in milliona of Canadian dollara}.

Iem. Amount.
Buttey. 12.86
Canned Fruits and Vegetables, 3.95
(.‘:orn. , 0.06
Eggs, frozen. _ 0.23
Fruits, fresh and processed. . 1.30
Feeds, fishmeal. 0.13%
Jam and Jelly. 1.03
Meat. ' 0.41
Milk, 44.29

ToTaL ¢ 84.24

23. The largest single item was thus the expenditure
in respect of milk, amounting to $44.29 millions, of which
38.46 million represented subsidies to consumers.

24. The most comprehensive measure of State assis-
tance to agriculture in Canada, was, however, the passing
of the Agricultural Prices Support Act in 1944, Under
this Act, which is designed to guarantee minimum prices
for farm products against a possible collapse of such
prices after the war, a Board is to be set up, financed by
$200 millions from the Federal Treasury, with the autho-
rity to purchase staple agricultural ptoducts, whenever
such products cannot be sold on the general markets above
certain ‘ floor "’ prices which will be prescribed. No
specific formula for determining these ‘*floor”™ prices
is laid down, this being left to the discretion of the Board,
subject to a general obligation ** to secure & fair relation-
ship between theé returns from agriculture and those from
othert -ccoupations’”. A Board of three members assisted
by an Advisory Committee, representing producers and

trade interest, is to administer the Act. Two methods

are prescribed for supporting prices—(1) the fixation of
prices at which the Board will be prepared to purchase
agricultural commodities and (2), an undertaking to make
good the difference between the actual average price
during a season, and the price which in the judgement of
the Board will bring sufficient returns to the farmer.
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25. In connection with this Act, the Minister of
Agriculture explained that it was not intended to control
production after the war by means of production or
delivery quotas. However, the Act was envisaged as
providing a mechauniem whereby the production of some
products may be decreased and of others increased by
establishing less attractive floors for some produets than
for others.

26. The history of Agriculture in Canada thus affords
instances of almost every kind of state aasistance. The
dperations of the Canadian Wheat Board ounstitute
& classic example of state bulk purchase and sale opera-
tions designed to protect the farmer from the incidence
of unfair prices offered by grain traders. Experience
led to this method being supplemented by outright pay-
ments on ef acreage basgis, related to the need of the pro-
ducer as judged from the productive capacity of the land.
These measures were extended to other crops than wheat
during wartime, which also called forth various devioes

to capture a portion of the export profits for the benefit

of the farmer. At the same time, the necessity for evok-
ing the pattern of production dictated by war needs, com-
bined with the objective of protecting the consumer
sgainst undue increases in the cost of living, led to the
grant of generous subsidies both to producers and consu-
mers. Finally, the most significant feature of the situa-
tion is that the Government has realised the supreme
importance of protecting farmers against a post-war
collapse of prices, and has set up a machinery, well in
advance to prevent such a development. Canadian
experience thus provides many types of price support
messures which are well worth careful study.

Differentin
price-
support
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Caoadinn
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ArPENDIX fII.
State Aid to Agriculture in the United Kmgdom.

1. A study of British agricultural policy reveals
that the idea of State aid has not found favour with the
public until very recent times. Whereas American apri-
culturists behave as if their contribution to society emn-
titles them to demand help from the general revenues
a8 a matter of right, theix British counterparts ususily
ask for such concessions in a half-apologctic manner,:
such requests being generally coupled with promises of
inci1eased efficiency. Moreover, Government aid to farm-
ing in Britain has aptill now been conceived of mainly
as emergency relief, and has in most instances been o
by-product of pressing war-needs,

2. The causes for this half-hearted attitude are

isissez faire grounded in the imperiel position of Biitain, as well as

attitude,

b

British

in her former status of internationa! lender par excellence.
From the repeal of the Corn Laws in 1848 till the Ottawa
Agreements of 1932, Britain was open without restriction
to the agricultural products of Empire and foreign c¢oun-
triea. Britain could be paid back her foreign investments
only if she wonld take payment at least partly in agri-
cultural commodities. 3, Again, the location of many
international commodity maikets in London meant that
substantial sums could be earned by way of charges
in connection with the transactions cairied on theie all
of which went to swell Britain's ‘invisible exports’.‘g,‘More-
over, to British manufacturing and commercial interests,
heap) imported food, which enabled them to keep down
the level of wages and improved their competitive posi-
tion in foreign markets, vis-a-vis other nations with a low
standard of living, appeaied to be absolutely essential,
even if it meant that British agriculture was ruined.
Sir John Russell relates in his monograph on Rothams-
ted how at the beginning of the present century, when
A. D. Hall. his predecessor at Rothamsted, approached
the Board of Agriculture for & Government grant, it was
1efused, and the Secretary confided in Hall his view
that agriculture in England was dead and it was the Board’s
business to bury it decently. This attitude was typical.

3. Even after the repeal of the Corn Laws in 1843},

sgricuiture, British agiiculture continued to be relatively prosperous

1848.77

until 1877. Although in the period 1846-74 the price of
wheat remained stationary while the price of other articles
increaged, the consumption of wheat increased enormously.
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Mesars. Layton and Crowther in their ¥ Study of Prices " . .

rstimate that the average annual consumption of, the
country increased from 14.0 million quarters in 1841-45

_to 20.2 million quarters in 1871-75, an increare which was
proportionately greater than the rise in population durin;
the same period. Actually, the golden age of British
farming began in 1843 with Lawes’ invention of super-
‘phosphate and the manufacture of artificial fertilisers
on a commercial scale. Imports of feeding stuffs like
maize, beans and oileakes, the extension of field drainage
and the utilisation of machinery ofall kinds like seed drills,
reaping machines, chaffeutters and steam oultivators
belong to this period. This prosperous era came to an end
in 1877, when for the last time wheat prices stood at more
than 50 sh. a quarter, until nearly forty vears later prices
again soared up with the outbreak of World War I
in 120 L.

4. The main factor which undermined this pros-

perity was the increased importation of grain from the
U.S., and meat and cheese from Australia, New Zealand
and the Argentine. The price of wheat was down to its
lowest level of 22sh. 10d. per quarter in 1884, but it
‘must be noted that industrial prices also participated
in this fell. The increased volume of imports into the
U. K. may be illustrated by the following table showing
the average imports of wheat, barley, oats, beef and
mutton in the first 3 vears of each decade from 1881-83 to
1911-13 \—

% (ip millions of cwta.)

Wheat. Borley. Oats, Beef. Mulion,

1881-83 79.1 13.9 13.0 3.0 0.7
1891-93 93.0 182  15.4 5.2 1.9
1901-03  108.8 246 183 7.4 4.0
1911-13  119.4 224  18.2 9.4 5.4

(M;D,Ln.am«-w.-uanuu A.rhultu."p,|

5. The result was that the arable farmers of the
Eastern and East Midland and Southern counties could
no longer pay their way. The situation wes worsened
by a prolonged fall in the general level of prices. The
Statist’s annual index number of prices, which stood
at 111 in 1873 declined almost continuously until it atood
at 81 in 1896. Wages and rents were adjusted only partly
to this fall, and the first shock of depression had to he
taken by the farmer.

1874-98,

Palling
prisss.



#. From 1896 to the outbreak of World War 1,
thers was a slight improvement in the position of the
British farmer. Prices gradually rose during this period,
and the Statist’s index number stood at 85 in 1913. In
general, livestock products (with the exception of wool)
woovererppreclagﬁ' 1ii price. In 1913 the prices of beef,
mutton, pork, bacon and butter were not significantly
lower than forty vears earlier. The decline in butter
and bacon was less than five pereent, and pork was
actually slightiv higher in price. This relatively better
position of livestock products was but natural, since these

Minar boom
1898-1914.

could not be imported with such faeility as foodgrains.

-

Chaage 7. British agr
from corn from corn productm
produstion down corn’ became
to live-
stook

ioulture therefore turned gradually

n to livestock farmmg, and ‘U horn,
the motto. The increase in tér‘ Tive-

stock population of the country can be seen from the table

farming, below :—
' Lavestoek populativn, U. K. in 000 s
1870-74  1910-14
Cattle 9,747 11,934 -
Sheep 33,052 . 29,241
Pigs 3,813 3,813
{ Sowrce : D. 4. E. Herkness, War and British Agrieniture, p. 12 )
8. Thus oattle showed a subatantial increase in
numbers which more than made np for the fall in the
/ sheep population. Pigs showed no ohange.
Desrsass 9. At the same time the area under oultivation
* In ares decreased by 289% . aa may be scen fiom the following
wla table :—
slilvation
1874 1914
(Thousands of Acres)
Ploughed Area 17,178 12,670
Rotation Grass 6,285 8,744
Permanent Grass 23,880 27,350
Wheat 3,831 1,908
Oats 4,080 3,800
Bailey - 2,607 1,878
Potatoes 1,421 1,209

{Sowres 1 D, A. K.

Harlinoss, War aad Briteh Agrieuiture, p, 12 )



It will be seen that grain-orops and potatoes all
recorded falls, the area under wheat actually decreasing
to less than half its former level.

10. The movement from corn to stocks also meant
that less labour was emploved. The numbers of males
10 years old and upwards employed in agriculture in
Q(reat Britain declined from 15,43,800 in 1871 to
14,28,500 in 1911,

11. At the beginning of World War I the significance
of modern warfare and its urgent claim on home agri-
culture were not at first realised. In 1915 the Food Pro-
duction Committee unanimously recommended that far-
mers shonuld be guaranteed a minimum price of 45 =h.
per quarter of wheat for a period of 5 years, but influenced
by the apparently satisfactory supply position, the Govern-
ment declined to accept this recommendation. But
this complacent attitude changed as a result of the poor
harvest of 1916, which coincided with a period of increased
ehipping difficulties. This led to the creation of » special
Food Produection Department in 1917, and compulsory
powers under the Defence Regulations were invoked
to secure an expansion in the tilled area. The total
ploughed land of Great Britain and Northern Ireland
incieased from 10.9 million acres to 11.4 million acres
between 1916 and 1917. This result was to some extent
called forth by the decision of the Lloyd George Govern-
ment to accede to the demands of farme1r for a guaranteed
price. In 1917 the Corn Produnction Aet guaranteed
prices for wheat and oats up to 1922. The same Act
provided for a minimum wage-rate for agricultural
labourers, and forbade increases of rent in response to the
guaranteed prices. Actually none of these measures became
necessary, since scarcity rapidly forced up both the price of
wheat and the rate of wages. The guaranteed prices of
wheatranged betwen 45 sh. and 60 eh. per quarter, wherras

the market price stood at over 70 sh. a quarter through- °

out the period 1917-21

12. In 1920 the Agriculture Act provided that the
minimum prices should be 88 sh. per quarter of 504 1bs.
for wheat and 46 sh. per gquarter of 336 lbs. for oats.
These figures related to 1819, and Commissioners were
te be appointed to consider for subsequent years the
percentage by which the cost of production of wheat
and oats respectively had changed as compared with
the standard years, and the minimum prices were to be
_adjusted acoordingly.

Lezs labovr
employed.

World

war [
guaranseed
prioss.

The lll'l
culture
not, 1930,
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13. Early next year. however. rideflationary move- °

ment ;set in ‘and the Government fntlupated thet they
would not be able to implement thesc price-guaranteen.
A aubstantial sum of about £18 millions became due from
Exchequer, and it was feared that their payment would
impose undue strain on the Government’s finance. The
annulment of the gusrantees was clearly indicated, and
the farmers through their Union agreed to this course,
on condition that a sum of £1 millinn was set aside for
agriculturel rescarch. eduction and advisory services,

. The provisions with regard to_guaranteed prices were
| therefore repeaied in 1921, The whole epigode proved how

The retorn

bo lninses-
faire,
3031.20.

Trend
woward-
livestack
tarming
acoenfue-
ted.

easily open to attack aid to farmers could be if it took
the form of a grant that came up for annual review in
Parliament ns & lump sum on the Estimates,
Such a grant was distasteful even to the Department of
Agriculture beczuse its estimates were swelled by a sum
which was not spent on its own activities,

l4. There fcllowed a decade during which agriculture
was left unaided to weather the storm. Education and
research were fostered, and some financial help was also
extended by the complete derating of agriculturel land
in 1829. Tithes were converted into s fixed charge in
1925, and landowners were subjected to an amorti-
sation charge of a little over 439, which would extinguish
them in the year 2012, The Emplre Marketing Buard,
established in 1928, carried on a campaign in favour of
empire produce, whmh wea of some indirect benefit to
British producers, in‘so far as they had to compete with
high-cost Empire- countries rather than with low-cost
foreign countries. But comprehensive schemes of assie-
tance to agriculture, involving State finances to any
significant extent, were definitely frowned upon by the
Government. In the White Paper on Agricultural Policy
published in the early pert of 1926, subsidies were dismissed
as entailing more cost than was justifiable on defence
grounds. In their place, various palliatives were sug-
zested, such as the provision of credit, the extension of
small-holdings, the improvement of rural namenities,
:fforestatmn the provision of Government funds for
dfainage, the assistance of *“ =ound schemes ” of co-opere-
tive marketing ete.

15. The laissez-faire policy of the Governmen:
accentuated the secular trend of British agriculture, viz.
thi transition Trom arable to Iivesfork Farniing. " During
the decade 1920-29, the prices of livertock and livestock
producis fell to a lesser extent than the prices nof cereal
and farm erops, as may be seen from the following table @

145
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Percentage Increase Over Pre-war.

Livestock and Products. Cereals & Farm Cropa

1920 192 185
1921 128 80
1922 76 419
1923 : 68 28
1924 83 54
1925 64 a4
1926 58 34
1927 44 - 39
1928 51 St
1929 62 23

(Source : D. A. E, Harkneas, War and British Agriculture, p.38).

18. By 1923 the tillage area actually fell below the
1914 level. It is true that as time went on, the arable
farmer was able to obtain hiz supplies of fertiliser at
cheaper rates than the livestock producer obfained his
feeding stuffs, but this was counter-balanced by the
inercase in the cost of labour. Wages showed steady
increase, thanks to the operationof the Agricultural
Wages (Regulation) Aet of 1924, The increased wage-
bill did not affect the livestock farmrr to the same extent
as the arable farmer, owing to the smaller employment
+f lahour in stock farming as compared with crop produc-
Lion.

17. In the lattor twenties the offects of falling prices
vere partly offset by an increase in the efficiency of Bri-
1ish farming. D. A. E. Harkness has estimated (War and
British Agriculture, p. 36) that between 1924-25 and
19830-31 the volume of agricultural output increased by
over 8%,, while the number of agricultural workers dec-
reascd by 7 to 8%, Moreover, agticultural prices fell
2latively less then prices in general. The following
ahle illustrates this trend :—

Index Numbers of Prices.

Agricultural I nduatridl

Commodities, Commodities,
1824 100 100
19256 100 93
1928 93 87

1927 91 82

Relative
position of
arable and
livestosk
farming,

Improved
efficiency
cf farming,
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1928 81 il
1929 87 A 790
1930 76 70

{Sourve : Board of Trade Journal, Index Numbers have boen converted
to the base 1924100},

18. It was only gradually that Government policy
veerad round to the idea of active assistance to agricul-
ture. The labour Cobinet of 1929-31 was responsible
for two important measures. The first was the Land
Utilization Act of 1929, which provided for the settle-
ment of the unemployed on the land, and empowered the
Minister of Agriculture and Fisheries to take over owner-
ship of derelict land ; but practically no action was taken

‘on this Act.  The other and mere important enactment

was the Agricultural Marketing Act of 1931, and enabling
measure under which & number of Marketing Boards were
subsequently established.

19. The Marketing Boards thus set up related to
hops, milk, pigs apd potatoes. In effect, these Boards
we:e afforded a shelt-red market for their activities by the
lmpo. iiion of sultable tariffs and quota regulations on
competing foreign products. Within thia market they
functioned as organisations of producers which could to
suwne extent raise the local price, in a few cases by regula-
tion of domestic production as well. For instance, imports
of foreign potatoes were regulated by a sliding scale of
tariffs which began with a duty of 4 sh. 8d. per cwt. from
the 18t November to the 30th June, and then merged into
the duty on main crop of potatoes of £2 per ton during
July-August and £1 per ton for the rest of the year.
Imperts from Eire were restricted to certain guotas,
Similarly, there was a very high dutly on foreign hops.

20. The degree to which a given Marketing Boaid could
raisc the price of the product with which it was concerned
naturally depended on the extent to which it could exer-
cise control over the supply. In the case cf hops, the
Board functioned without friction because it had the power
to allet a quota of production to each grower, and was
the sole huyer of the produce at prices fixed before hand
by itself. In the same way, the Potato Maiketing Board
licensed potato growers, limiting eaclito a definife acreage
and checking extension or the entry of fresh growers by

a charge of £5 per acre on all additions to the licensed
quots, )
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21. Control of supply was not always possible. With
regard to milk, for instance, it was obviously impossible
to fix production-targets. Here the natural expedient
was to manipulate sales in such a way as to obtain the
highest net returns from & given distribution of market
demand. The demand for liquid milk is partly fcr direct
consumption and partly for the requirements of processing
factories like those for making butter, cheese, condensed
end dried milk. The Milk Marketing Board endeavoured
to keep the price of liquid milk for direct consumption |
at a fairly high level, and sold the surplus to the processing i

factories at comparatively iow prices. Even then thel

Government had to step in and provide a subsidy to
raise the amount received by the producer on account
of these ssles to proocessing factories. The proportion
of surplus to liquid milk was spread equally over all the
producers, each of whom was paid for a certain proportion
of his deliveries at liquid milk rates and for the balance
st processed milk rates plus the subsidy. Such compli-
cated machinery was, however, not required in all ¢ases.
To take one instance, hops represented a very small pro-
portion of the selling price of beer, and the brewers (who
were the only buyers) were willing to pay a reasonably
high price for it.

22. The difficulties confronting Marketing Boarda
which did not have an effective control over supply may
be illustrated by the working of the Pig and Bacon Mar-
keting Boards. The scheme related only to pigs pro-
ceszed into bacon, so that pigs produced for other pur-
poses were left uncontrolled. Moreover, even the demand
of the bacon-curers was not effectively canalised, since
they could buy pigs in the open market also. The Pig
Marketing Board first tried to obtain the pigs required
by the curers by contract, but failed to obtain the neces-
sary number. The unsatisfactory functioning of the
scheme led to the appointment of a Reorganisation Commit-
tee which reported in 1935. In accordance with its
recommendations, a Bacon Development Committee was
set up to control the policy of both the Marketing Boarda.
Finally, a Bacon Industry Act was passed in 1938. This.
Act laid down that the Bacon Development Board was
to be supreme in all matters of policy. The curing es-
tablishments were to be rationalised, and the comnfract
system was to be revived on a three-year basis, the price
_of pigs being linked to the prices of feeding stuffs. The
scheme could not, however, be put into operation owing
to the outbreak of the war.

Control of
siles,

The pig
a&nd bacon
marketing
boards.
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23. Although the original enabling measure was
passed during the tenure of office of the Labour Govern-
ment, the actual setiing vp of the Marketing Boards was
done by its successor, the National Government. Within
a few years the National Government also took steps
to assist agriculture by tariffs, quotas and subsidies.
Of these, the first two types of measures were resorted
to partly in order to safeguard Britein’s balance of pay-
ments, Even as carly as December, 1931, the Horti-
cultural Duties Act imposed heavy duties on the import
of luxury fruits and vegetables during certain seasons
of the year. In the course of the next ycar, the Impors
Duties Act was put into operation, an ad valorem duty of
109, being imposed on all imports subject to certain
exceptions like, wheat, maize, meat etc. These excep-
tions naturally lesgened Jhic bencfits which home pro-
ducers could expect, and in any case the duties d:d not
apply to importa from within the British Empire.

L

24. A mnore effective method of regulation of imports
was by mcans of quota restrictions, We have already
geen how such restrictions were imposed in respect of
Irish potatoes. Similar mersures were taken for limiting
the imports of bacon and ham to a level such that total
annnal supplies would be estabilised at approximately
10§ million cwis. TImports from overseas, which stood
at 9.9 million cwts. in 1933, fell to 7.5 million cwts.
in 1938. But the result of this policy was to raise prices,
not only of the loecally-produced bacon, but also of the
imported varieties. In fact, foreign producers obtained
a share of the benefite, because they knew ihe execet
amount they could supply, and were able to pursue a
price policy designed to obtain the best possible price for
the quality of bacon which they were allowed to send
to Britain.

25. But by far the most important assistance to 1he
farmers was made by way of straight forward subsidies.
One example was the wheat subsidy provided for in the
Wheat Act of 1932, a2 measure which also set up a mechan-
ism for recovering the cost of the subsidy from the consu-
mer. Under this Act 21l wheat of milleble quelity was
guaranteed an average price of 10 sh. per cwt. and it was
laid down that any difference between this price and
the actual average price ruling on the open market should
be made good to the producer by the Government., Such
deficiency payments were to be paid only up to a maxi-
mium limit 8 27 million ewts., a figure which was well
ebove the production of wheat in the U. K, at that time,
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This lmit was raised to 36 million ewts. by the Agri-
eulture Act of "1937 when preduction increased as a
result of the operations of the subsidy. The scheme
wag financed by a levy impos=d on all wheat flour sold by
millers or importers of flour, the rite of which varied with
the amount of deficiency payvments due to farmers in any
given vear. Thus the more the production of wheat
and the lower the price, the higher the quota payments
on flour had to be fixed. In actual working the scheme
did not impose much of a burden on the consumer becaunse
the total supplies of flour on which the levy was imposed
were of the order of 82 to 84 millior cwts., wherees de-
ficizcncy payments, as we have seen, were limited to 38
million cwta.

26. Similarmysistance was given to producers of oata
and barley under the Agricultural Act of 1937. A stan-
dard price of 8 sh. per cwt. was established for oats, and
deficiency payments were made to growers of oerts when-
ever the average price fcll below 7 sh. 7d. per ewt. Ip
contrast to wheat, the deficiency payments were made
on an acreage basis of 6 cwts. per acre, raised to 14 cwts.
in 1939. The maximum acreage in respect of which de-
ficiency payments could be made was limited to ten-
elevenths of the area under oats in 1937. The amount
which a particular grower could earn was rlso subject
to a maximum of £1 per acre per annum. It was also
provided that farmers could not obtain the oats and
barley subsidies as well as deficiency payments under the
Wheat Act. Thefinancing of the oats and barley subsidies
was by means of payments from the Exchequer, and
consumers were therefore not directly affected.

.27. In the years just before the outbreak of World
War 1T, the payment of direct subsidies became the fa-
vourite method of assistance to agriculture. From
September, 1934 cnwards a subsidy of 5 sh. per ewt. for
live animals was paid to producers of fat cattle in the
United Kingdom at an annual cost of about £4 millions.
The Agriculture Act of 1937 provided for the supply of
lime and basic slag to farmers at cheap rates. Finally,
as an incentive ¥o the farmers to cultivate sub-marginal
land, the Agricultural Development Act of 1939 empowered
the Government to pay a subsidy of £2 per acre on land
which was ploughed up after having been under grass for
Seven years.

28. The cost of all these meamsures of Government Cosp of
agsistance is not easy to assess, especially in the case of Btate
tariffs and quotas. As an illustrative example, importg ™esistance.
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of bacon and ham fell fiom 9.95 million cwis. in 1933 to
7.53 millions in 1938, while the number of pigs produnesd
in Great Britanin rose during the same period from 3.5}
millions to 4.38 millions. It is not possible, however, to
investigate the real burden on the consumer involved
in these developments. It is also not posaible to estimate
the effects an consumption of the activities of the Market-
ing Boards. Some figures relating to the subsidies paid
during the vear 1038-39 are, however, available, and
these are given helow :—

Stute Assistance to Agriculture, 1938-30.
(in £ Millions).

- Bugarbeet Subsidy 1.73
Sugarbeet Remission of Excise 1.52
Wheat Subsidy 5.29
Barlay Subesidy (3) 0.80
Oats Bubsidy (a) 2.32
Fat Cattle Subsidy (@) 4.50
Milk Bubsidy 7 (b) 1.58
Bacon Subsidy : 0.15
Land Fertility Scheme {a) - 1.30
Ploughing up Subsidy (a) 0.50
Drainage {) 0.40
Livestock Improvement 0.10
Rating Relief. 17.00

ToraL : - 4117
{a) Approximations () Includes £605,000 of pay- -

ments towards cheap milk
for sohools etc.

( Sowrce 1 Sir Danial Hall, “Recenstruction and the Land", p, 43 ),

Frits 4o 29. The net effect of all these measures waas to halt
livastock the long-term shift from cereal to livestock production.
mdnetic’ﬂ The area under wheat rose from 1.25 million acres in
ted. 1031 to 1,93 million acres in 1038, The total area of
oorn orops remained more or less nonstant, because bar-

ley and oats both fell by substantia]l amounts. The
ploughed area showed insignificant fluctuations round

the figure of @ million, which was only about 2 million

acrea less than the corresponding area in 1014, By and
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large. therefore, the fall in cereal production was arrested.
As for the livestoek population. it showed a considerable
increase as compared with 1914. Cattle increased from
7.9 millions in 1914 to 8.9 millions in 1939, cows and
heifers from 3.2 to 3.9 millions and pigs showed the highest
increase, from 2.9 millions to 4.4 millions.

30. The outbreak of World War II led to one very
important change in the methods used to assist British
agriculture viz. the shift of emphasis from subsidies to
gnaranteed prices. The objectives were now to in-
crease crop production and to provide from home produc-
tion a greater proportion of the feeding stuffs required for
livestock, thus reducing imports and saving valuable
shipping space. To stimulate output, subsidies and high
- prices were paid, and most important of a]l, farmers were
guaranteed a market for their products for the duraticn
of the war and one year thereafter. All cattle, sheep,
 pigs and eggs were purchased by the Ministry of Food

at fixed piices, announced well in advance, and graded
according to quality. (Prices for wheat were fixed and
a market was guaranteed for all that was produced,) As
for potatoes, minimum and maximum prices were ape-
cified and the Government gave assurances that they would
take steps to derl with any surplus crop left over at the
end of the season. In the vase of oats and barley, maxi-
mum prices were rixed, but without any assurance with
regard to a marit.

31. These gu:rantees, if left without contrel, would
have led to great increases in the cost of living to the
vonsumer, which in turn would have been reflected in
dzmands for higher wages. In order to prevent such u
development, the Ministry of Food functioned as the sole
imporier of practically all foodstuffs and the purchaser
of many farm products. The Ministry made bulk purcheses
abroad and sold the produce to consumers by averaging
high-cost and low-cost supplies. The margins that could
be added by the processors, wholesalers and retailers at
various stages of marketing were also fixed, and the
remuneration of importers and middlemen who acted as
agents in the acquisition of supplies, and sometimes in
distribution, was based largely on the pre-war level of
commissions. If in the case of arry commodity even these
measures of control were not effective in assuring a level
of prices fair to the consumer the increases in cost were
absorbed by the Ministry and not passed on to the ultimate
copnsumer. .
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32. The combined result of all these messures was an
increase in the price level of agricultural products by
nearly 100 pereent between 1939 and 1944, The Agri-
cultura! index for January 1939 (1927-29=100) was 95,
while that fer Januvary 1944 wes 189, Asgricultural
wages rose [rom an average minimum rate of 34 sh. 9d.
per week in England and Wales in August 1939 to 65
sh. at the end of 1943—an increzse of 87 percent. The

* tdtal value of agriculiurs) cutput (including the farmer’s
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’

cwr consumption and subsidies) rose from £290 milions
ir 1938-39 tc £530 millions in 1942-43.

33, The increase of farm prices was much greater
than that of wholesale prices. which rose by only 69 per-
cent during the war period. The increase in the cost of
living was ¢ven smaller, and the Ministry of Labour
Index registered a rise of only 30 percent hetween the st
September, 1939 and the st September, 1944. But the
smallest increase was in respect of food articles, the prices
of whieh Tose by only 22 percent. The gap between
prices received by the farmer and prices pai¢ by the
consumer was made good by subsidies from the Exchequer,
which amounted to & rate of £221 millions per annum by
the spring of 1944.

34. There is no doubt that during the war substan-
tial profits were made by farmers. In a speech in the
House of Comrmons on the 26th January, Mr. R. 8. Hudson,
the Minister of Agriculture and Fisherie:. estimated that
in 1940-41, the value of the output of ngriculture rose
by £110 millions, compared with the pre-war level, the
increase in costs during the same pericd being of the
order of only £46 millions per annum. 3Mr. Hudson slso
stated that samples of farm eccounts collected from alil
paris of the country showed **a steady but varying marked
inerzase in farmers’ returns, throughout the years of the war

and that after making full allowance for the fact that the

pre-war years showed profits which were far too low

35. Al this was a small price to pay for the magni-
ficent response of British agriculture to the needs of the
Jpour. The averall increase in output in the U. K. during
“the war xmounted to 70 percent meagured in terms both
of calories and of protein. By 1943, it was possible for
the Government to maintain total food supplies at an
adequate level, and simultaneously to cut down imports
by one half. The following table shows the increased
pruduction of crops achieved during the war :—

-
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Estimated Quantity of Principal Crops Harvested
(in thousand tons)

Wheat Bor- Oats. Pota- Sugar- Vege- Frudi

ley. toes. beet. table.
1936-38 1851 765 1040 4873 2741 2384 456
{Average)
1939 1845 892 2003 5216 3520 2428 8346
- 1840 1641 1104 2892 6404 3176 2687 580
1941 2018 1144 3246 8010 3226 2974 3286
1942 2567 1446 3553 0393 3924 3806 762
1943 3449 1641 3059 9822 3760 3197 705
Percentags
Increase since
1636-38 109 115 1] 102 37 34 55
(Sowros: Statinilos relsiing $o the War Efforts of the U.EK.",

P 17).

36. It may be noted that these results involved a
complete reversal of the pre-war movement from crop
to livestock production. Between 1939 and 1944, the

walt ‘_'!

v -

R |

Revarsal of
pra-war
trends,

area under wheat increased by 82.9 percent, and that “—

under barley by 95.5 percent, while oatx showed an in-
crease of 51.8 percent, The total arable land rose from
12.9 million acres in 1939 to 19.4 million acres in 1944,
or by 50 percent. There was a corresponding reduction
in the area uunder permanent grass, which fell from 18.8

million acres to 11.7 millior acres. The cattle popula-\

tion was fairly well maintained, but sheep, pigs and
poultry all declined in numbers.

37. At the end of the war, therefore, fears were
expressed thata difficult p:iod of re-adjustment lay ahead
of British agrieulture. It was believed that the secular
trend towards livestock production would re-assert itself
and that foreign imports would again relegate crops
to a subordinate place. Even the most ardent expo-
nents of the farmers’ point of view did not expect anything
more than a continuance of the pre-war system of mar-
keting boards, subsidies, tariffs and quotas.

38. Happily, such pessimistic forebadings have tur-
ned out to be mistaken. The Labour Government has
‘put forward a comprehensive scheme of State assistance
to agriculture, unparalleled in British annals, The
Minister of Agriculture, Mr. Thomas Williams, disclcsed
in the House of Commons on November 16, 1945 the gene-
ral principles of the Government’s agricultural policy.
He stated that the Government proposed to establish a
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aystem of guaranteed prices and assured markets for
milk, fat livestock, eggs, cereals, potatoes and sugarbeet.
Prices for cercals and potatoes would be fixed well in
advance of the sowing time. For fat livestock, milk and
eggs, minimum prices will be known to farmers three to
four vears in advance. Notice of any quantitative limi-
tation of the output was to be given 18 months before the
harvest in the case of crops and at least two years in
advance for fat livestock, milk and eggs. The
actual methods for affording an assured market were
to be worked out for each commodity in the light of the
system to be adopted by the Government for its procure-
mant, distribution and sale.  Methods cther than that of
direot Government pu chase (e.g. the deficiency payments
under the Wheat Act) are not ruled out,

30. In return for the henefits thus conferred on
farmers, the QGovernment proposed to insigt on increased
efficiency and also to ensure that lands are not allowed
to lie waate. This was to be achieved by making free

v“technical advice and marketing facilitier rvailable to

guerantses
the prims

requaigite,

!

“ngricultwists and by giving them compulsory directions

for cultivation. Tf these directions were not obeyed, itwas
proposed to take aver such lands and to make rhe fullest
productive uge of them throngh the agency of & Commis-
sion set up speoially for the purpose. Local bodies were
to be required to ussist in the exeoution of this poliey
and to provide the industry with leadership and guidance.
For this purpose, it was proposed to sct up in England
and Waler County Committres similar to the existing
County War Agricultural Executive Committees. These
County Committees were to be appointed by the Minister
of Agriculture partly from among those selected by dif-
ferent scctions of the agricultural industry and partly
from other sources. There Committees were expeoted
mainly to promote technical efficiency, working for this
purpose in close association with the National Advisory
Service which it was intended to establish in England and
Wales towarder thé end of 19486, '

40. British agrienlture is thus assured of another
period of prosperity. The Government of the day has
at last grasped the essential fact, broughr out sn elearly
during the war. that the prime requisite for evoking the
level of production required by the country is the assu-
rance of guaranteed prices and markets, At the same
time, the provisions for more cfficient farming rnsure
that farmers da net sueeumbd to the temptation of merely
beuefit'ug from the price-guarantees and doing nothing
t¢ improve production,
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APPENDIX Iv.
Siate Aid to Agriculture in Australia.®

1. State assistance to agriculture in Auvstralia has
been concerned mainly with wheat, owing to the over-
whelming importance of that erop in the internal agri-
cultural economy of the country as well as in the export
trade. The first crop of wheat was harvested in Aus-
tralia in 1789 and the country became self-sufficient in
the early ‘Sixties’ of the last century. S8ince then pro-
duaection has increased steadily until the peak was reached
in 1932-33, when Australia produced 214 million bushels
of wheat (5.8 million tons) of which she exported 180
million bushelis (4.0 million $ong)s.e. a little over two-thirds
of the total production. Wheat and wheat flour also
make up asizeable proportion of the value of total exporta.
Out of the export trade of £ 157.6 million in 1937-38,
wheat and wheat flour accounted for £ 26.9 million. In
respect of cultivated area also, the crop occupies a pre-
ponderant position, and during the last quarter of a cen-
tury the wheat acreage has ranged around 13 million
acres on an average, covering about 709, of the agricul-
tural land in the country. The importance of the crop
in the internal agricultural economy of Australia may be
seen from the following table : —

GROS8 VALUE OF

Year . Agricultural Production Whaeat Ratio of wheat
o agriouliaral
predustion.

1937.38 93,229 37,000- 30.0
1938-398 78,851 $1,08¢ 28.8
1939-40 85,784 38,778 30.4
1940-41 70,406 17,145 243
1941-42 94,451 30,764 32s
1942-43 111,230 33,041 29.7

The value of wheat ascounts for no less than 29,69, of
the total value of agricultural production.

2. Prior to World War I there was no aystem of
active State assistance to wheat-growers in Australia,
During that war however, the Commonwealth Govern-
ment exercised powers obtained under the War Pre-
cautions Act for the purpose of establishing compulsory

*This account of Stade aid to agriouliure in Austrslia relates

porely to amistance given t0 the wheatgrowers. Although BState aseis-

tance has been rendered to the wool and dairy industries also on an

extensive scale. it was folt that the experience in regard to wheat in
rtioular will be of special Interest to India, and hence this stoount has
n confined to that crep.
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wheat pools. These ponls were managed by State Bonrds
on which originally there were representatives of the
wheatv-growers. Later they were given one representative
on the Cominouweéalth Board and one on erch of the
State Boards. The pools operated from 1915-16 to 1921-
22, giving good resuits and there was considerable agi-
tation for their continuance after the war, But the

‘Hughes Government desired that the trade should revert

to previous channels and the compulsory pools were given
up. In Queensland, however, a modified form of cown-
pulsory pooling, based on the vote of the growers was
introduced by the Wheat Pool Aet of 1921,  The Victoria
wheat-growers also operated a successful voluntary wheat
pool which at one time handled 609, of the Btate's wheat.

3. With the cessation of the compulsory pools,
the wheat industry was left unaided to weather the storm.
Until 1927, however, the industry had a period of relative
prosperity owing to high prices, This led to the conver-
sion of pasture into wheat lands and to attempts in Wes-
tern Australia to finance the growing of wheat in an area
ill-suited for the crop. The onset of the Great Deprersion
ther~fore found Australia in a somewhat vulnerable
position, and the prices of wheat declined steadily es
shown in the following tabie :-——

Year. Average price per Bushel.
1927 8sh. 5d.
1931 2 gh. 10 d,
1932 3sh. 1d.
1933 2s8h.10 4,
1634 2sh, 8d.

During this period, however, there was actually an increase
in the quantity produced owing to the general desire
to compensate for low prices by greater production. The
average Rereage rose from 10.4 million in 1922-27 to 15.0
million in 1927-32 and the production increased during
the same period from 134.9 million bushels to 161.8 million
bushels.

4. The steep fall in prices naturally led to a demand
for action to maintain prices at a remunerative level,
In 1930, therefore, the Commonweanlth Government
introduced a Wheat Marketing Act which provided for a
guaranteed price of 4 sh, per bushel at country-sidings
and for the sétting up of an Anustralian Wheat Board
to function on the lines of a compalsory pnol.  This mea-
pure was however defeated and instead was passed the
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Wheat Advance Act in the same year which guaranteed
w priec of 8 sh. por bushe! less freight and handling charges,
The Act was not however implemented for want of funds,

5. The assistance rendered by the State to the
wheat-grower during this peried tcok the form of relief
and bounty payments to those who were in adverse finan-
cia} circumstances. The method wes for the Commen-
wealth Government to give subsidies to the States for
the purpose of providing assistance to their grewess,
The first occasion was in 1931 and a subsidy of 44 d. per
bushel was granted in respect of &ll wheat harvested
during 1931-32 and sold before the end of the crop year
1932. Since the prices continued to be low in the vear
1932-33, the Commonwealth Government granted a total
sum of £ 2,000,000 to the various States for assistance to
the wheat-growers for reducing the cost of production
of wheat (including the cost of transport and marketing)
and for providing for the needs of the individual wheat
grower. The distribution of this grant was made by the
respective States generally on the basis of acreage sown
to wheat, Similarly in 1933-34, a sum of £ 2,000,000
was provided for distribution amongst the States to pro-
vide assistance to the wheat-growers who during the
yvear ended 30th June, 1933, derived no taxable income,
or having derived taxable income, produccd evidence
that there were circumstances which justified such
rssistance.

8, The assistance rendered in the yeer 1934-35 was
in accordance with the recommendations of the Royal
Commission on Wheat, and took the following forms:—
(#) a grant to eech Statc sufficient to make payments of
3 sh. per acre sown with wheat for grain during the year
1934, (i1) a bounty of 3 d. per bushel on wheat harvested
during the financial year and sold or delivered for sale
on or before the 31st October. 1935, #nd (i4¢)} dircot pay-
ments to wheat-growers who were in adverse financial
circumstances up to a total sum of £ 573,250,

1. From 1931 until 1933, the funds to meet wheat
payments were provided from the general revenues. But
in 1934, in accordapce with the views of the Roval Com-
mission on Wheat (1st Report, 1934), which recommended
the transferencc of part of the burden to the shoulders
of the consumers, a tax of 105 sh. per ton in 1933-34, and

-of 52} sh. per ton in 1934-35 and 1935-36, was imposed
on milled flour for the purpose of providing a portion
of the revenue from which paymente could be distrituted,

Relief
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8. The actual extent of assistance granted to the
wheat-grower by  way of rolief and bounty pryments
up to 1934-356 may be geen from the following table :—

Amount paid to Years. Amount.
wheat-growers,
£

Bounty. 1931.32. 3,429,314,
Relief. 1932-33. 2,000,000,
Relief. 1933-34. 3,053,000.
Bounty. 1934-35.) 1,462,414,
. Special Relief. 1934-32.) 573,2560.
Relief. (1934-35. 2,004,944,
(1935-38. 1,915,869,

Tt will be seen that an average sum of between£2-3 millions
per year has heen granted by way of reliefto wheat-growers.

9. The position eased 2 lttle after 1935-36 owing
to the increased demand for wheat from China and Japan
whirh more than compensated for the shirnkage in Euro-
pean demand. Prices started rising from 1935 onwards
and the average price for 1937 was as high as 8§ sh. 0 d,
During 1936-37 and 1937-38 therefore, there was no need
for any finencial assistance to the wheat-growers from
the Government of Australia and none was given.

10. The year 1938-39 began badly for the wheat-
grower. Prices suffered a disastrous decline at the end
of 1938 to a point lower thau during the worst period of
the depression, (viz. 5 sh. 2 d.} and in July, 1939, they
touched the bottom at 1 sh. 9 d. These fluctuations in
prices led to immense suffering for the wheat-growers
and it became clear that the industry was in desperate
need of State assistance. A comprehensive attempt was
thereforc made by the Commonwealth Government in
1938 to give assistance to wheat-growers, and & number
of Acts, the most important of which were the Wheat
Industry Act and the Flour Tax Act, wece passed in that
VeAar. .

_ t1. The main objeet of this legislation was the stabi-
lisation of the internal price of wheatl In Australia at a
level corresponding to a price of 5 sh. 2 d. per bushel
at sca-board. The essential pre-requisite for the success
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of this policy was obviously the insulation of the domestic
price-structure from internuti nal factors.” This wrs
to be achieved by imposing sn adjustable tax on
import:, By the Wheat Impo:its and Exports Act, if
the priee of imported flour was lces than bsh, 2¢.,
an import duty equal to the difference betwein
the home consumption price and the price -~f
imported flour was to be luvied, subject to & meximuin
of £7 10sh. per ton. The wheat Imports and Exports
Act also provided that if the world price was_ higher
than the domestic price of § sh. 2 d. per bushel, en ex-
port duty should be imposed, the rate of duty increasing in
pronortiontothe difference between the two priccs, subjeet
te 8 maximum of 1 sh, per bushel. In addition, sccording
to the provisions of the Flour (Wheat Indusiry Assis-
tance} Assessment Act, 1938, a tax not excreding £ 7.
10sh. per ton was to be imposed on il the flour either
held in stock or manufactured in Australia. Qut of the
proceeds of all these taxes, & Wheat Industry Stabili-
sation Fund weas to be created, from whick grants were
to be mode to the States. The Fund was divided into
three parts, vig :(—

(¢) Wheat Industry Special Account.~—Cut of th
revenues, £500,000 in the first year and during the r-x
four years such amount not exceeding £ 500,000.88 detis-
iined by the Minister were to be utilised to constituic
this Acccunt. During the first year, the followmg PoY-
mentg weve $0 be ma de to the States as financial assistance ;

New South Wales .. £ A 100,000.
Victoria .. £ A 200,000,
South Ausiralia .. £ A 100,006,
Western Australia .. £ A 100,000.

TOTAL ; .. £ A 500,000.

These sums were to be applied for the provision of relief
to distressed wheat-growers in the respective States.
In the pext four ycars the Minister was to decide what
amount should be paid to the States normally, cn con-
dition that the fund was applied for meeting the cost of
transferring wheat farmers from land unsuxtable for tha
economic production of wheat.

(i) Wheat Taz Account.—All the money collected
by way of taxes on wheat exported from Australin or on
wheat produced and sold in Australia were accumulated in
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this Account. Tf the price of wheat rosc above 5sh. ¢ d.
per bushel, the millers were prohibited from raising the
prices of flour in consonance with the increased wheat
prices, and in order to compénsate them, assistance was
to be given out of this Account, the nectual rate of
assistance being decided by the Minister.

(1it) Out of the remaining sum, such payments were
to be made as were necessary to make certain refunds
of the Flour Tax provided for in the Act and other special
payments. Afte; these deductions were made the re-
mainder was to be allocated to the States to be distributed
among wheat-growers in proportion to their production
of wheat,

12, The principle nnderlying the measures reviewed
above waz that when wheat was below §sh. 2d., the local
consumers should subsidise the growers by paying a
higher price for their bread, since the tax on flour Jevied
on the millers out of which payments were to - be made
to the growers would be passed on to them ; on the other
hand, when wheat was worth more than that figure, it
was intended that the growers should subsidise the con-
sumers, since the profits on the export market which
governed the overall price of wheat were to be taxed to
provide a fund for the relief of the millers. This scheme
was however never actuslly put into operation because
hefore steps could be taken to implement it, World War
Ii broke out,

13. When hostilities commenced in September, 1939,
the whoat industry of Australia was experiencing & period
of unduly low prices. The price had fallen to 2 sh, 1d.
per bushel in August, 1939, cven lower then i1he lowest
monthly guotation in the dopression period, In addition,
thore were difficultics of marketing and transport. There
was a large accumulation of surplus stocks in the chief
sxporting countries and the natural disability erising out
of Australin’s remoteness from the maip centre of
consumption rendered the situation extremely difficult

14. In wview of these cireumstances. the Common-
w118h Goverrminent under the Wheat Regulations consti-
tuted the Wheat Marketing Board on the 21st September,
1939, to acquire, with ccrtain exceptiona, all whest held
in Australia. The Board was empowered, subject {0 the
directions of the Minister for Commerce, to purchase,
sell or dispose of wheat or wheat products, mansge and
control all matters connected with the handling, storage,
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protection, shipment etc. of wheat acquired, and such
other matters necessary to give effect to the regnlations
under which it wns created. The Buard was composed
of a Chairman, seven growers’ representatives and one
millers’ Representative.

15. The Wheat Marketing Board succeeded in scqui-
ring and disposing of almost the entire stocks of wheat
in Australin as may be seen from the following table giving
figures of total production and the gquantities acquired
by the Board :-—

Wheat Acguired upto 1st July, 1844,
(000 bushels)

Period. Quantity Acquired. Production.
1938-39 17,840 ° 165,389,
1939-40 195,445 210,487.
1940-41 63,659 82,233,
1941-42 153,968 166,713,
1942-43 142,742 155,728,

1943-44 94,890 109,559,

Out of the total quaniity of 868,544 000 bushels acquired
v the Board during the period 1938-39 to 1843-44, 175,
%#12,000 bushels were sold for exportas wheat, 139,716,000
bushols for export as flour, 152,797.000 bushels as flour
for local consumption and 78,786,000 bushels for other

. purposes.

-

16, The Wheat Acquisilion Regulations provided
that the Minister for Commerc: and Agriculture should
determine the compensation to be paid for wheat acquired,
During the seasons 1939-40 to 1941-42 an initia]l payment
of compensation wns made ns wheat was acquired and
further payments wrre made as the proceeds of pool sales
were groduslly rerlised.  In August, 1942, the Government
gave approval to a proposel to guarantee to wheat groweres
enmpensation at a fixed rate on a maximum of 3,000
bushels known as quota wheat, while on additional deli-
vories (nonquota wheat) compenration at a lower ratc was
i» be paid nsthe wheat wasacquired. A quotawas allotted
t:» cach grower, and on the wheat delivered by him to the
extent of his quots, the grower received the guaranteed
payment. The quota allottcd to the majority of wheat-
growers was for 3,000 bushels, but in certain instances,
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growers who operated under » share-ferming agrcement
either 23 nwpers or as share-farmers. or who cultivated
their lands under family arrangemenis, were granted
quotas of less than 3,000 bushels. The following prices
have bean guaranteed in respect of qu-*° - ~.d ncn-quota

whent gince 1
Year

1939-40.
1940-41.
1941-42.
1942-43.

1043-44,

1845-48.

Since 1942-43

039-40 :—

Quaranteed price.

2 sh.-104 d. lcss freight.
3 sh.-0 4.
3 gh.-0 d.

Quota wheat 4sh-0d. Country
eidings. '
Non-quota whest 2sh.-0d. Country
sindings.

Quota wheat d4sh.-0d. Country
gidings,

Nen-gquota wheat 2sh,-0d. Country
sidings.

Quota wheat 4sh.-0d. Country
aidings.

‘Non-quots wheat 3sh.-0d. Country

sidings. -

4sh.-4d. Country sidings.

therefore, the wheat-grower has been

guarpnterd a price not lass than 4sh. 0d. per bushel in
respoct of quota whest,

17. The following table gives figures regarding the
finan-ial operations of the Australinn Wheat Board :—

Australian Wheat Board : Financial QOperations.

{in £ millions.)
1939-40, 1940-£1, 1941-42, 1942-43, 1943-4d,
Paid ta Growers, 31.35 1LO7 25.94 26.82 17.39,
Paid as Freight, 3.78 1.02 3.03 237 0.31,
Expenses. +.66 .38 3.97 2.69 1.63,
Total payment., 38.60 13.66 32,94 30.78 19,33,

-
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The largest item was naturally the amount paid to the
growers against wheat aequired by the Board, and since
this acecounted for practically the whele crop, the total
paymenta relate practically to the entire wheat production
of Australia, .

18. It mey be mentioned that the Government Ccnﬁ“}"
continued during the war to give substantial assistance to :;;f;o
wheat-growers by way of rclief payments in addition to  porments,
the benefits conferred by the guarantecd price. The relief
and payments made during the war were &5 under ;—

Relief and Payments, 1038-40 to 1942-43.

Year. Amount.

g *
1939-40 b 2,486,087
1840-41 1,498,593
1940-41 970,000
1941-42 1,651,718
194]1-42 15,623
1042-43 1,708,543

Thus rclief continued to be granted practically on the
pre-war scitle,

19. With the snccessful experience of the Wheat
Marketing Board during the war, the Australisn Government
has introduced two Biils with the objcet of 8t bilising the
price of wheat at 5 sh. 2 d. per bushel. This price has been
fixed mainly on the ground that it is expected to cover
the cost of production of the average farmer and to leave
him a reasonable margin of profit. The mechanism devized
for implementing this price is almost the same as was pro-
posed in earlier plans, particularly in the Acts of 1938, The
Wheat Marketing Beard will continue to acquire a'meat
all the stocks as the cnly agency for merketing inside and
outside Australia and will undertake to purchrse wheat
at 5sh.-2d. pcr bushel. The guarantee ofthis price-level
is based on two factors, viz, (a) the continuance of the
external price at 10 sh. per bushel, and (&) the creation of
a8 Wheat Stabilisation Fund in order to support the
gusranteed level. - As long as the external price remains
higher than the guaranteed price, the wheat growers will
have to surrender 509, of the difference between the
guaranteed price and, the external price. Out of this
contribution, a Wheat\St&bilisat»ion Fund will be created
which will be ntilised to maintain the price at the guaranteed
level when the external price falls below that lovel. This
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guarantee is to operate for 5 years but the plan may be
reviewed and renewed before the end of the period.  During
this period, if the price falls and there is a run on the
Fund leading to its exhaustion, the Fund will be reimbursed
out of the general revenues. The 509, contribution from
the growers is fixed for the first year only and in & higher
external price-level continues to prevail, thls percentage
may be reduced in future.

20, The Austrulian Government realized that mno
plan for price-stabilisation can succeed without a certain
degrece of regulation of the production and supply of wheat.
So far as supply is concerned the Wheat Marketing Board,
as mentioned earlier is the monepoly procurer of wheat in
Australia and it is to gontinue its operations in the same
manner, For controlling production, a ‘ Commonwealth
Board ** will be appointed consisting of a representative
from each State together with a Chairman, the Director
General of Agriculture and Executive Members chosen by
the Commonwealth Government. The Board will recom-
mend the total acreage to be sown each yea: and its disty .-
bution among the States. There will also be State Comm’-
ttees which will regulate the production in respective
States by licensing the growers. While giving licences,
the pre-war acreage cultivated by each applicant will be
taken into acecount but no licence-holder will be allowed
to grow more wheat and no person without licence will
be permitted to sow wheat for grain. For other purposes,
there is no restrietion on the acreage.

21. The post-war wheat plan of Australia is based on
the expectation that the external price-level will continue
to be as high as 10 sh. per bushel, that Australia will be in
a position to dispose of 140 millicn bushels annually and
that the production can be planned so as to maintain this
surplus. However, it has been made clear by the Minister
in his speech at the time of introducing the second reading
of the Bill that the powers acquired thereunder 10 control
production are to be used to regulate acresge and not to
restrict it. Stabilisation of prices will thus not mean
curtailment of production and the plan only aims at taking
away a part of the higher returns to the farmers in prosper-
cus times so aa to give it back to them in days of distress,

22. The abave account of the evolution of State
policy in Australia with regard to agriculture thus shows
& gradual evolation from relief to guaranteed prices, and
finally to a fully-worked out plan to stabilire the prices of
wheat, utilising the resources of the wheat industry
jtself.



Arrexpix V.
Questionnaire Issued by the Pyiccs Sul-Commisitee.

(1) It has been suggested that the aim of & policy of price
fization of agricultural produce should b: to maintain prices st a
level, which is fair to both the producer and the consumer. Do
you sgree with this view 1

(2) Should there bs one basic price for a product and adjust-
ment made therein for different regions, on the basis of normsl
parities or ghould the price be different for different regions ¥

(3) How would you determine the fair price # How far and
to what exsent should the following factors be taken into aecount

for the purpose ¥

(@) The cost of production—

how would you determine such costs, to enable poliey
to bs oconcretely formulated # What elements should
enter into cost 7 Given that the same product has »
different cost in different parts of Indis (or even within
the same Province), shall there bs differential prices, or
ghall all produceras be given enough to cover marginal
costs of the most disadvantageously situated producer, or
should the price cover the costs of the average producer?
Shall cost of production bs periodically re-assessed #

(b) The price level of industrial products—

what base period should be sslected st which the ratio
between agricultural prices and industrial prices were
regarded as normal (e. g. the period tefore the onsot of
the Great Depression) ! What industrial productsshould
be taken into account # Should the prices of agricul-
tural products like cotton, sugarcane, oilseeds etc. be
determined in :elation to the prices of the articles manu-
factured therefrom or should the prices of the manu-
factured articles be adjusted to the prices of agricultural
products from which they are manufactured 7

(¢) The desirability of the maintenance of out put of agriculs
tural produce or of effecting changes therein-—

should this he construed as implying the same quantita-
tive relationships between particular groups of products
ag that prevailing (i) hefore the war, (ii) during the war
or (iii) & “‘target’ relationship for the future # Or should
the price be determined from season to season with a
view to encourage or discourage production, as changing .
conditions may require from time to time?

(d) The desirability of msintiaming an adeguate standerd of
life for the cultivator and the landless labgurer—
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how should the standard he determined ! In particuler
what i‘ems should be rog:rded as esgential for an sade-
quats standurd of life snd whet should be their propor-
tionate gignificance 4. ¢. whot weightage shonld be given
to each ?

(¢) The prices of synthetic substitutes and Mompetlng [ro-
ducts—

should the price of au sgricultural produet be deter-
mized in relaticn to thn prices of the substitutes snd
competing products be adjusted to the price of the sgri-
culturai product #

(f) Priess atdifferent stages of the marketing process—
shounld the price of an egricultural product at the pri-
mary stage be determined in relation to its prices at the
subscquent stages, in the marketing process, inclading
the retail stags, or should the retail prices and the pri(es
at earlier stages be a.d;nsted to the prices of the ngrl- _
cultural product st the primary stoge #

(g) The incentive to effect agnx.uluu;BI improvementts ¢. g.
wells, anti-erosion measures, ugs of fertilisera eto. and to
increage agricyltural efficiency.

(3) The purchasing power of the consumers.

(4) Should the fair price bs fixed at a8 point cr should it ke
fixed withine range, with s minimum end & maximum at both enda?

(5) When should the fair priee be ennounced-—at sowing time,
or after harveat # When should changes in prices be announced f

(6) For what period of time, should prices, once snncunced,
remain fixed !

(7) Is it yonr experience that prices cf groups of agricultural
produce move together, 8o that fixing the prices of & few principsl
productl would automstically lesad to the gradual regulation of
prices of others, by natural market forces ! For what types of
agricultural produce do you recommend that prices should befixed ?

(8} What administrative machinery do you recommend for
determining fair pricce! Do youagree with the wiew that this
should be done by a eentral agency # If so, should the central
agency be a Department of State or should it be & statutory body
specially created for the purpose ?

(9) What administrative machinery sheould be set up for the
enforcement of prices # Should the machinery be central or pro-
vincial and should edvisory bodies be attached to the administra.
tive machinery? Or should there be a special Commodity Orga-
nisation established for the purpose and if so, on what linea ¢

(10) What measures would you advise for the enforcement of
Jrices, as determined f
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() should the State give an undertaking to buy at all times
any surplus in the market, which cannot be disposed of
at the determined prices? If rot, what alternative
measureg wonld you recommend ?

(6) would you recommend the building up of buffer stocks ?

(¢) what are the principles that should regulite wales from
buffer stocks, within and outside the country, to make
the price policy effective?

(d) should there be any system of monopoly purchase? If
80, should this be done by guarantees to the trade or
through a special commodity crganisation or by direct
S:ate agency 7

(e) should the State have the right to control the volume of
output through crop-planning ?

(f} if prices rise above the determined price, should the State
lower or abelish import duties in order to encourage fur-
ther supplies # If prices fall below the determined price,
should the State raise or impose import duties or prohi-
bit imports, in order to discourage supplies ?

(g) should imports be & State monopoly, in order to imple-
ment the price poliey ? ‘

(h) should the State have the right to prohibit exports in
order to prevent a rise in prices above the determined
level # What other alternatives would you suggeste. g,
subsidies 7

{s) should exports be a State monopoly in orde: to implement
price policy ?
(11) How can the financial resources neecessary to carry out the
measures recommended be obtained and how shouid the cost be
allocated {

(12} On what prinociples should the size of buffer stocks be
ctermined in order to maintain prices and to tide over crop
failures ?

{13) What is your experience of price fixation policies during
the last five years ?

(14) How would you ensure an equitable distribution of the
benefits of the priee policy among the different agricultural classes
e. g. tenants-at-will and labourers.

(15) What sp-cific steps would you take to enfcree a re-orge-
nigation of agriulture, in cider to secure that full henefit accrues
* to the country from the contemplated expenditure cn prioe policy 1
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APPENDIX V.

The attendence of the Members of the Prices Sub-
‘Committee at the different Mestings was as follows:—

First meeting held at New Delhi on the 9thand 10th March 1945.

1. Sir V. T. Krishnamachari, k.¢.8.1., K.C.1.R,
{Chairman). '

2. 'Lhe Honourable Mr. Hossain Imam.

3. 8ir Fazal I. Rahimtoola, c.1.e.. KT,

4. Rao Bahadur N. R. Samiappa Mudaliar, M.L.C
5. Dr. L. C. Jain.

6. Sir Roger Thomas, c.1.z., 7.P.

7. Sir Pheroze Kharegat, c.L.E., 1 C.8.

8. Mr. V. Narahari Rao, c.8.1., CL.E

8. Sir Theodore Gregory.
10. Dr. V. K. R. V.Rao,

}11. Mr. C, N. Vakil.
12, Dr. B. K. Madan.

Second meeting held at Bombay on the 7th and 8th May, 1945.

Sir Phercze Kharegat, ¢.1.E., 1.0.8. (in the chair)
The Honourable Mr. Hossain Imam.

Sir Fazal [. Rahimtoola. ¢ 1.%., Kt.

Dr. L. C. Jain.

Mr, V. Narahari Roa, ¢.8.1., @.1.X.

Dr. V. K. R. V. Rao.

Mr. C. N. Vakil.

Dr. B. K. Madan.

Sir R. G. Allan.

© oS e W=

Third mecting held at New Delki on the 17th and 18th
Septembar, 1945,

1. Sie V. T. Krishnamacheri, K.c.8.1I., K.C.1.E.
(Chairman).

2. The Honourable Mr. Hossain Imam.
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Sir Fazal I. Rahimtoola, c.LE., KT.
Dr. L. C. Jain.

Sir Pheroze Kharegat, c.1.E., 1.c.8,,
Khan Bahadur M.A Momin.

8ir Theodore Gregory,

Mr. V. Narahari Rao, c.s.1., C.LE.
Dr. V.K. R. V. Rao.

Mr. C. N. Vakil.

Fourth meeting held at Bombay on the 25th to the 30th May,

I I N

1946.

Sir V. T. Krishnamachari, £.C.8.1.,8.C.LE. {Chairman).
The Honourable Mr. Hossain [mam.

8ir Fazal I. Rahimtoola, c.1.®., K.

Sir Roger Thomas, c1.B., J.P.

Sir Pheroze Kharegat, 0.L.E., 1.C.8.

Mr. V. Narahari tiso, 081, C.L.E.

Mr. N. G. Abhyankar.

Dr, B. K. Madan.

Fifth meetsng held at Jaspur from the 22nd to 25th October,

1.
2.
3.
4.
5.
6.

1946.

Sir V.T. Krishnamachari, x ¢ 8.1, K.C.I.&. {Chairman).
The Honourable Mr, Hossain Imam.

Sir Roger Thomas, c.1.E., J.P.

Sir Pheroze Kharegat, c.1.E., 1.C.8.

Mr. V. Narahari Rao, c.s.1., C.1.E.

Mr. N. G. Abhyankar.



