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5ICRTID I.E.P.(42) 50.

POST-WAR AGRICULTURAL POLICY

Memorandﬁm by the Board of Trade

1. The proposals in the memorandum by the Agricultural
Departments are based partly on considerations of agricu]tural
science and partly on considerations of the economic needs of
agriculture. While the former are matters for technical ‘
specialists, the latter raise questions of'genersi economic
policy which cannot be considered in relation to agriculture
alone. It is important that these economic implications of
the policy proposed should belmade clear .in order that Ministers
may have before ﬁhem the‘reaotions outside agriculture and be
aware of any dahgers which the policy mgy involve. These fall
under two heads - the cost of the policy; and the resctions on
.other industries. ‘ : o _

2. The cost of tho policy is obviously of erucial importsance
¢ven from the narrowest anglc of agricultural interests, since
an excessive cost ‘might defeat. the policy and involve a repeti-
tion of the disastrous expcrience of the Corn Production Act
after the last war. The Agricultural Departments are unable,
for. reasons stated in par. 18, to offer an ecstimate of the cost
of ‘the policy. There exist, however, estimates of the emount
of subsidies, direct and indirect, to agriculture before the
war, and estimates”of the additional subsidics calledvforkby
the:war extcension ofragriculture. The policey prOposes fhatrat.
least the pre-war acreage under cultivation should be maintained
(9) at a higher level of odtput (4(a)); such an increase might
be expectecd to involve a more than proportionate increase inl
costs (unless new methods of fset these) and therefore an

inerease over pre-war prlces or subsidies It is also 1ntended‘.-f

that the pre-war agrlcUWuulal populatlon shall be ‘maintained by
raising agrlcultural wages to a level at which other occupations
will no lonmger attract lasbour from agriculture; and prices or ...
subsidies must cover this increase also. A further 1arge'
increase over pre-war costs will arise under this head. The
memorandum 1s unable to indicate at this stage prcclsely which
agricultural products will require subsidy; Dbut it may be
inferred that a considerable extension beyond the pre-war rangeyA
will be required.- The proposed extension of arable acreage
will be mainly directed to increasing the supply of homefgrown:;,
fecding stuffs;if permencnt pasturc is to be replaced by long
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leys, and these aré under arable on an average one year in six,
the whole increase in arable would be accounted fop. Presumably
thesc home-grown feeding stuffs would be more costly than
imports, and some subsidy to prices of éll or most animal
products would be necessary; Moreover, the exelusion of barley
imports would also raise prices (15 B(d)).

3 It should be noted that the inerease in costs is a
separate and more important question than the form in which an
agrecd inercase shall be met. The pfactice of averaging the v
cost of domestic and imported produce in determining prices to be
charged to the consumer does not alter the fact that higher cost
domestic products are b01ng substituted for lower cost imports.
Purther, if thc increasc in arable acrecage were sccured by assist-
ance to costs of production rather than to prices (18), this would
meke no difference in the net cost to the community, although it
would reduce the increase charged to consumers of the products of
the additional arabile. The memorandum does not deal specifically
with aspects of the problem of costs of production that confront
agrieulture as well as all other industries, namely the problem
of reducing costs by the adoption of improved methods and labour
savingvmachinery The application of power and new machinery to
farming has made considerable strides in the past three years: it
might be that with due stlmulation further progress on these lines
would reduce considerably the cost to the consumer of the agricul-
tural policy now proposed. This seems to be a matter for some
speelal further inquiry. _ .

4. The other reactionsof the policy, though not caleculable in
terms of money, arc not less important. The memorandum proposes
& drastic change in the peacc-time relations of the State with an
important industry. This may be adjudged to be desirable; but
it should be recognised for whet it is, since 1t is likely to be
used as a ground for claims for similsr treatment from other
industries. The change consists in insulating the prices,
returns, and scale of the industry from the influence of supply
and demand in a free market (22, 57). Producers are to be given
a guarantee, by State purchase or otherwise, that their whole
output will be taken up at a price which covers their costs with
a profit (19). The Government will take the place of the relative
movement of prices in the market and assume the responsibility for
directing agriculture to different forms of production by its |
purchase policy or by direct grants to costs; and will elso
substitute directions for the prcssure‘of competition as the means
of securing efficient operations (43).

.,



Tz oneicd woventoocs P shis change are indicated in the
memorandum. It is clear, however, that such insulation and
guaranteed returns run the danger, by rcleasing costs from the
constant pressure imposed by working for a market, cof allowing
costs to rise unduly, a danger against which the powers of
County Agricudtural Committecs to direct and supersede farmers
offer an inadequate safeguard. ' '

In the second place, it is doubtful whether these
priveiples could be confined to agriculturc, and the rcsults
of their wider application should be considered. The mining
industry misht say that profits and wages could be inercased,
without raising the price of coal, if the output of good and
bad mincs wes pooled and the royaltics, for which the Exchequer
has recently paid, wcere used to subsidisc the price to the
consumer. Again, export industrics arc alrcady suggesting
that if the country nceds foreign exchange, the Government
should maoke itself responsible for the purchase (at a price
covering costs) of whatcven output 1s nceded, and then sell it
abroad in the markets wherec currency is needed at any price it
will feteh.

5. The proposals in the memorandum secem to rest on the
view that "the conly way of maintaining the greatcr part of our
- agricultural lend, excluding rough grazings, in productivity

anl fertility is under varied systems of mixcd farming" (12 and
elsewhere). Specialisatiocn of production in industry is
gencrally recognised ag leading to cost cconomies, and prima
fecle it would se:m thet mixed farming is liable to be higher
cost farminz. than more specialised farming. Some further
elucidation of the need for mixed farming is callcd for. The
suggestion that stock farming is necessary to preserve
fertility (if that should arisc:) is understood to be one on
which ®herc is some differcnce of technical opinion.

2nd October, 1942.



THIS _DOCUMENT I9 THE PROPERTY OF
HIS BRIT NNIC MAJESTY'S GOVERNMENT ).

SECRET. ,

3
I.B.2.(L42)58. COZY NO. gj
1L4TH OCTCOBER, 1942. ‘

rY

WiR CiBINET.

&L COMMITTRE ON_POST-W/ R

OFFICI , 5
NTERN/L ECONOMIC PROBLEMS.

POST-WAR /GRICULLUR,L POLICY.

Note by thc Sceretary.

By direction of the Chairman
I circulate herewlth « note by
Sir Donald Fergusson on the Board of
Trade memorandum (I.E.F.(42)50) on
"Post-War .J.gricultural Policy".

(Signed) A. B/STER

L/5 Richmond Terrace, S.7.1.
1Lth October, 1942.



SECRET L.E.1, (42) 58,

POST-WAR AGRICULTURAL POLICY

Note 6n the'Board of’Trade’sfMemérandum

1. The Ministry or Agriculture still feels that, in the
present condltions of uncertainty, it ts impossible to estimate the
"cost" of the brogramme outlined ln, their ‘memorandum. Thé Board
of Trade apparently suggest that by'taking'preewar subsidies and
the additional subsidies introdueecd in war-time, and taking into
account the additions that might bec necessary.for the burposes’ of
raising output;. of maintaining employment,,and_offma;ntalning a
larger supply of homc-grown‘fcedgng stuffs after.the”war;"some

approximation of the post-war cost might.bc‘cbtdincd,

2y It might perhaps be Possiblc to bulld fp in' this way a
formidablc pyramid of agricultural subsidics or brice increases one
upon the,oﬁher,“but, in the opinton of the Ministry of Agriculture,
such a caleulation would not only not approximate. to' the post-war
‘position, but there is no reason to think that’it woulg remotely
resemble tt, . : — . A

' 3¢ We do not_belicvqllt,pOssible”to‘mhke any such estimate
without first orf all. knowing the level of.‘the prices at which -
competitive foodstuffs could be purchages abroad. In the same ‘way
the Board of: Trade's statement that "a further large inercase- in
costs will arise" from the proposal for maintaining agricul tural
eémployment is one:with which thisg Minlstry cannot agree without
knowing whether industrial wages are to be raiscd op maintained at
& level cnabling industry in the post-war period to’ cutbid
agriculture in the labour markct. '

Uy The finaneinl costs of the poliey must in the last resort
depend on theé differcnce in the nation's aggregate expendlture on
. food Lf the plan proposed were adopted, and its ‘expenfiiture 1 1t
were not. S : _ ' T v ‘

5¢ A substantial proportion of the agricultupal output (about
half) enjoys a sheltered market and includes milk, fresh eggs,
potatoes, fréSh‘vegetablqs and soft fruits, What will be the
"eost" of broducing these commoditios under the plan proposed?
These are mainly the proteetive foods"and-it.may‘b@”decided as o
matter,pf\hutritional bolley «to sell ene op mgre of ‘these below
. ¢ost of production, = An Sxpenditure ~f this kind would be an
expéenditure on a nation's health, a subsidy to consumers, not to
agriculture., In:any case, it weould net be a ecst to the
cormunity; it would merecly be & re-distributicn 6f'incomes,

6. It 1s in regard to the ‘unsheltered products that "costs"
might be incurred. But even here we can predict with a geood deal
cf econfidence that on much of our more fértile land, equipped as
it now {s with modern machinery, a substantinl proportion of the
¢rops oould be profitably grown £t the prices likely to prevalil
after the war for the competitive produets importecd from abroad.
The scme would certainly be true of a proportion of cur livestock
products, ' '

7 The costs of the plan come .down, therefore, primarily to
the costs incurreq in order to maintain the volume of domestic
broduction of these unsheltered produets above this competitive

1.



levels - This we eannot estimnte now, but in any case it would be
a cost ineurred nct solely for agricultural reasons, but at least
in pert as a contribution towards the diminution of our adverse
boalance of payiments. N

8. ‘Thé Board. of Trade next criticises the prepared poliey
on the grounds that the memorandum proposes a drastic change in
peace-time relatlions of the State with an important i{ndustry.

They say-that thé change would consist in:insulating prices,
returns and the-secale.:.of rthe industry from:the influence of

supply and demend; that the movemcnt cf pricecs In the market
weuld be replaeced by "the Government", and thet "directions!

would be substituted. for the pressurc of competition as a means

of securing c¢ffieclent opercation. - They suggest. that this would

be dengerous; dangerous not only to agriculture but because other
industries, attracted by its acvanteges . would want the sume system
for themsclves.: o : ‘ S

. 9.  The chief danger to agriculture,- they suggest, lies in
rising costs (il.e. growing inefficiency), a danger against which,
they say, "the powers of the Ccunty Agricultural Committces to
direct and supersede farmers offer on Inadequate safeguarad", The
Ministry of Agriculture's experlence of the werking of the County
Agricultural Committecs ana the powers cxerclsed through them is,
however, very different from this. We believe that a great step
forward in technical efficlency has taken place under their
guldance - spectacular in some cases, -and very considerable in
nmany others - whieh is likely to rcsult in agriculture emerging
from the war with its intrinsic competitive power greatly

‘strengthepedg~~

' 10. - The Beard of Trade secm.to have misunderstood our objcct.
It is not to set up a pampered agriculturc, protected from risk,
secure In its profits, rclleved of the necd. for {ndlvidual
initiative, It is rather to establish a system sufficiently
stable to enable farmers to makec their plans, to embark new capltal,
and to develop thelir enterprises with a reasonablé degree of
confidence in the future.

11. Surely the cvils of unstable priccs wére sufficiently
demonstrated in the deeade before the war. to necd no argument now.
Econemle stabllity is & lcgltimate objecetive, towards which all
brocductive industry alms no less than State .policy f[tself. Many
industries have achicved it to o high degree; Lt is no léss
desirable in agriculture, it is only more Gifficult to accomplish.

12. - Even-if something were lost of the spur of competiticn,
surely the risks which the Board of Trade fear arc nct te be
compared with the futlle waste, Giscorganisation, finaneial losses,
distress and bBankfuptey which has becen the experience of apgri-
culture the world over.

13« We do not belleve, “thereforg, that therc is a net gain
to agriculture cr to the community in exposlag it to the vicis-
situdes of & fluctuating and. unregulated meprket. Neor dc we
belleve that the efficiency of agriculturc would be raised by
allowing its prices to be govermed sclely by su.ply and demand in
a free market, cny more than the cfficlency of the railways would
be imprcved by ahandoning their prescnt system of flxed charges
and allowing the price at which rallway tickets arc issucd to be
determined by the competitive demand at the bocking offlce and the
avellable seating accomnodation in the train..

2o



' 1L4. In the last po cproyn of thelr memorandum the Bearpd cf
Trade cost deubt »n the ¢fficicney of a varicd syetem of mixed
ferming and say that "prime freie 1t would scem thot mixed farming
s 1iable to bLe hizher cest Parming than more speelalised farming.
What is the basis c¢f +his surprising statement? Prima facie onec
weuld have thought P4 wes 16 other WAy round, The netorious
technical risks of speclaliscd crop procucticn, the lmpoverishment
of the scil and the diseascs cngendercd in it by too frequent
cropping with the same or similar crops, the diseases which beset
Specliallisel Loultry and Plg farming, the wasteful and expensive use
of labour and equiprent with o henvy peak-lead at cnc period of the
year and comparative idlencss at ancther, the for greater risks in
tylng up the farm Income with the prices o¢f only cne or twe
vroducts; the dlsasters which have bef':llen vast Spceialised arcos
in the United States and Canudae througrh the cellapse in price of -
singlce product, or the aestrietion by adverse weather cr by discise
of & single erep, the heavy swng now being spent Ly the United
Stetes Government to repeir the dwaze enuscd by foulty spccia-
lisattion in the past - 2ll these Shings point t0 the cppeslite
conelusion.

15. Thae Carmer hes alwnys twe sroblens before him in this
regard, one technical and the other financial, On the on¢ hand,
he must so arrance the c¢nterprises on the fara as te prevent
deveriorrticn in scll fcrtilipy, This has led, in all settled
countries, first to the rot.¥len of ereops and then te the still

- further aivience of mixe? crol and livestock husbondrye. On the
other hand, he nust go dlsperse his loheur costs throughcut the
year as to sceurc s even o distributicn cf the lobeur effert as
ressible, All medern yrociice rceeynises this ag o eardinal
principle in form manageacae i waste of the mest cxpensive item
of costs is to be aveilded. Hordly 1zss ifmportant - he must spread
his risks because of 4the offcets of weather cnad discase; the
grecter the number of products whose sols off the farm meko up the
aggregate farm income the less the risk of financinl loss.

16, With a systean of mixed furming it is wcssible to take the
max immm alventage of the virying gec-physical conditions which have
in faet largely determined the distribusion of foerming types
throushout this country, With the same system it is ressible te
explolt tc the full the one sroduet this cruntry is by climatc
and rainfall preJEminentJy suited to produce, namnely i rass, Very
great progress has been made not only in the knowledgoe of the
nutritive value of grags, but in the practicc of agrossland managce
ment. This is why ley farmins or zlternats husbandry has been put
in the vevy forefront of the Lost-wor plan set cut in cur memorandim,.

17. Sveclalisation e¢ven under = system of fixed or ccentrelled
orices would still encrunter the biolcorieal risks which mixed
Cerming secks to avold; speecislisation, ceup-cd with & system of
free and fluctuating markcts auch as the Bonrd of Trade seens to
prefer, wceuld, in acdition, cnecunter the fintreicl risks which cur
progossals scek to avold,

18, Trdlininish the wasterul risks in an inJustry which by
its very nature is unaveldably risky must always ne the aim of
pregressive farm managcenent, no less than of rrogressive agrl-
cultural organisation,
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INTERNATIONAL TI/DE AGREBNMINTS
Note by the Sccretury

At & meeting on 26-h June, 1942,
i1t was ugreed thes the poard of Tradc
should prepare muterial for the
Cummittee un thu regylutivn f 1 ter—
national ca CunCluo
Minutes of ﬁth vatng “9L2 32 .It T
consultation with “he Buord Traue
it was decided thut the rOCUnotPuCtlun
OCCPCtuPldt should «sk Irofessor Mc cgmgur

o write o prelinminury rcport on
uub pct in its wider uspetcts. i Cpr

roport _is sttochod for tho
INfuTmutluﬁ o mabers of the Committee.

(signed) A, BASTEL.

L/5, Richmend Terruce, S.W.1.
8th January, 1943.
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POST-WAR AGRICULTURAL POLICY
Note by the Secretéry

I circulate herewith a note by Sip Donald Fergusson on
Amendments to the Mejorandum on Post-War Agricultural Policy
(I.E.P.(42) 40), :

(Signed) - A. BASTER
'4/5, Richmond Tcrrace, S.W.l. ' SRR -
30TH DECEMBER, 1942,

NOTE BY SIR DONALD FERGUSSON ON.AMENDMENTS TO
- I.E.P.(42) 40 -

At the meeting of the Offieial Committee on. Post-Wagp
Economic Problems on the 6th November LI.E.P.(42) 21st .
Meeting/ at the suggestion of Sir Frederick Leith-Ross it-

was decided that ccrtain amendments should be made to -
paragraph 60(iv) and (x) of the Memorandum on Post-War

Agricultural Policy /I.E.P.(42) 407
—1~



Sir Henry French has also suggested a re-draft of
puragraph 2 to make it clesar that there will be & transi-
tionul period wufter the end of hostilitiss during which
it.will be necessary.tv continue productlon of a war-time
character. o ) -

The following revised paragr aph 2 has been agreed
with Sir Henry French:-
PYara., 2 o .

"The continuation of the presept.syStem o fixed

prices and an assured market wili_involve as o corol-
lary the retention of the present systeéem of control
‘over the use of agricultural lend and over farming
operations. When hostilities ceuse there is likely
to be a transitional period the charcctér of which it
is impossible to predlct,.and for 4 tige many features
of the wur situation mey pbrolst During th1u period
it muy prove nccessary to contlnuc,,in partuat least,
the present war-time programme of pruductlon. When,
however, hostilities cease 1t would be 1mpu ssible to
maintain the present very drastic war-time system of
direction and control which would be required for a
continuance df war-time production, without announcing
what long-term agricultural policy is going to be.
Moreover, un the cessation of hostilities a number of
urgent questions will arise in connection with the
programme during the transitional period, ¢.g. when
and at what rate and to what extent and by what means
the war-time acrewge of wheat iu to be Pcaucec, the
answers to which will depend upon long-term policy."
-



"

The following amendments to paragraph 60 havé been
agreed with Sir Frederick Leith-Ross, Sir Wwilfrid EYady and
Mr. Liesching:-

Para. 60
"(iv) ZZeonomic stability could best be secured as
regurds staple products either (2) by a continuation
sf the Ministry of Food or by Import Boards arranging
fur the wholesale purchase of food and exercising some
degree of cuntrcl uver internal distribution; or (b)
by a system under which the necessary guaranteed prices
and guaranteed market for the desired level of home
production would be secured by subsidies supported by
such regulation of imports, levics on imperts or
tarirfs as may be necessary and consistent with post-
war international arrangements or by some combination
of thesc various methods."

"(x) Increased efficiency inAmarketing, processing and
distribution is rcquired to supplement increased
efficiency in production. Leonomic stability should
be linked with marketing reform and efficiency."

& th December, 1942,
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POST-"AR AGRICULTURAL PQLICY

Note by the Secretary

By direction of the Chairman
I circulate herewith a list of
amendments, suggested by
representatives of the Ministry of
Food, to the draft covering note
(I.E.P.(42)69) for the memorandum
on "Post-War Agricultural Policy'.

This paper will be considered
in addition to I.E.P.(42)67 and
I.E.P.(42)69 under Item 1 of the
Agenda for Friday's meeting of the
I.E.Pe Committee.

(signed) A, BASTER,

4/5 Richmond Terrace, S.@W.l.
3lst December, 194%2.



DRAFT COVERING WOTE FOR MEMORANDUM ON
POST-WAR AGRICULTURAL POLICY.

Amendments suggested by Representatives of the Mindstry
of Food.

Para. 1. Line 6. After "represent" delete remainder of
paragraph and insert "a basis on which representatives of
the Agricultural Departments should be authorised (a) to
proceed to informal, non-committal conversations with the
industry and (b) to prepare more detailed proposals for
giving effect to the general policy set out in the
Memorandum, "

Para, 3. Line 6. Delete "Whichever method is adopted" and
substitute "Whatever methods of assistance are adopted (and

it may well be found desirable in practice to use different
methods for different branches of thé agricultural industry
or different commodities)..."

Para. 3. Line 9. After the word "distribution" add "and
Thus to protect the intercsts of the consumer and the
tax-payer." ‘

Para. 3. Line 10, Delete "Morcover",

Para. 3. At the end, aftcr "advocated for ngriculture",
add:- ¢

"It must be borne in mind that such assistance to
agriculture, necessary as it is recognised to be,
entails some inescapable economic costs which would
be immensely increased if it led to a broadening wave
of "Government intervention" in other industries,. . .
interposing further obstructions to desirable economic
ad justments. This entails special consideration:of-.
the form in which agricultural assistance is to be
given, In fact from a national economic standpoint. ':
the form of thc assistance may be fully as important
as the amount. ’



9-

"y, The financial cost of any proposals for
assisting agriculture is not necessarily a true
measure of their real cost which it is impossible
to assess in figures. Neveértheless it has been
thought useful to attempt a measure of the
prospective financial cost of the proposals set
out in the Memorandum 6f the Agricultural
Departments. This question has been referred to
@ small Committee of the relevant Departments but
the discussions on this difficult point have not
reached a definite stage. ;

(The object of the last part of the above suggested

amendment is to bring together in +the Note the whole of
the comments on the internal aspccts of the proposals
before embarking on the external aspects, If the above
suggestion is adopted, para. 6 of %he Draft Note will
of course have to be decleted, )

Para. 4. P.2., Line 4., After the words "regulating
imports” delete-next sentence snd inscrt -

", which might be construcd us conflicting with
our undertakings under the Atlantic Charter and
the Mutual Aid Agreement. Morcover, if our
Government, or any quasi-Government organ, became =
responsible for such bulk purchases over a long
period, it would carry further the trend already
observed before the wer, under which there was a
tendency for the opeératicns of internstional trade
to be raised to the level of inter~Governmental
transactions. Thus it would tend still further

to bring political issucs iinto what otherwise
would be commercisl bargains. ¥ :

Para. 4. Delete last sentence.

Para. H. Line 7. Delcte "levols' ang substitute "relations".

Para, H. Last sentence might begin: "For this rcason
also we suggest ....."

31st December, 1942,
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WAR CABINET

OFTFICIAL COMITTEE ON POST-WAR
EXTERNAL ECONOMIC FROBLEMS AND ANGLO-

AMERICAN CO=~OPERATION

POST-WAR AGRICULTURAL POLICY

Note by the Secretary

By direction of the Chairman I
circulate herewith a draft note
prepared in accordance with Conclusion
3 of the Minutes of I.E.P.(42)
21st Meetinge.

(Signed) A. BASTER.

4, Richmond Terrace,

Secretary.

S.We Le »

30TH DECEMBER, 1942,



DR.FT COVLRING NOTE FOR MEMOR..NDUM ON
“POST-WiR LGRICULTURAL POLICY.

1. " The Committee are in agreéement that in the light of the
Government statement of 26th November, 1940, snd the principles
provisionally laid down at a meeting of the two .gricultural
Ministers, the Chancellor of the Exchequer and- the - T
Paymaster-General, the proposals in the attached. Memorandum

of the igricultural Departments represent a reasonable. '
provisional basis for implementing the Government’s policy.

2. In putting these proposals into practice it will be -
important to choose the methods best calculated to avoid as*
far as possible the dlfficulties arising from the special and .
preferential treatment which it has been decided to apply to
agriculture and to take fully into account the implications

of the proposals in the international sphere.

. The provisions of the Memorandum relating to the
internal economic stebility of the industry do not
necessarily involve the unsatisfactory pre-war system of
regulated marketing and imports, but rather emphasize the
advantages of the alternative of bulk purchase snd price-fixing
for the main agricultural products. Whichever method is
adopted, it will be essential, in default of the competitive
pressure which would apply under freer conditions, to provide
adequate safeguards farmaxinum efficiency in production and dstribution .
iioreover the provision of a suoply of the staple foods
(including protective foodg) for all at a reasonable price
must surely remain a primec object of policy, with which
schemes of special assistance to agriculture ought not to
conflict. The adjustment of the claims of the consumer with
the necessities of a scheme for assistance to agriculture
ought to be pursued in a way which docs not expose the
Government to claims from other industries to the insulation
by State action of their costs and prices from the general
impact of economic change and to preferential treatment on
lines similar to those now advocated for agriculture.

L. In the international field it is difficult to draw an
accurate picture of the implications of the scheme without .
more precise knowledge than is now available to us of the
probable post-war position of British agriculture vis-a-vis
its principal foreign competitors. But whatever this may turn

-1-



out to be, it cannot be denied that parts of -the scheme are

_ lisble to have undesirable repercussions abroad. The bulk

- purchase of food imports may be viewed abroad as a disguised
and discriminatory system of regulating imports. If our
Government bccame officiaelly responsible for such bulk
purchases over & long period, it scems probable-that the
Gevernments of the Dominions and other overseas exporting ‘
countries would maeke themselves responsible for exports and: -
export prices, thus raising the ordinary operations of
international trade to the level of intor-govornmeuntal & .
transactions and bringing political issues into what other-
wise would be commercial bargains. The proposal in the
Memorandum to maintain a given volume of production of

crops and-livestock in this country and to give it whatever
consequential degree of protection might be necessary, has
the drawback of introducing an undesirsble element of
rigidity into commercial negotiations between this and other
Govermments and weakening our bargaining position.

5. Though these arguments would have considercble welght
in shoping the first reactions abroad to the proposals in

the Memorandum, their resl forec in practice would depend
much on the probable terms of international trade between
agricultural products and manufactured goods in the post-war
period, and therc is not sufficient ground at present for
inferring @ change one way or the otherfrom pre--war lovels. More
import snt froin the point of view ofivhow best te deal with these pro-
posels now, io “Lo considcrationthat whilc i ic neccceary that we
should formulate the main principles of agricultural policy
as clearly as possible and as early as possible in our own
minds, it is desirable to avoid eny definite commitments
before the conversations with the United States Government
take place under irticle VII of the Mutual »id Agreement.

No doubt & number of points will be thrown up in the course
of these conversations which will have to be taken into
account before post-war agricultural policy can be framed
with any exactness., It is for this reason that we suggest
that the proposals in the Memorandum must be regarded as

provisional.

6. The question of the possibility of estimating the
cost of the proposals has been referred to a small committee
of the relevant Departments but the discussions on this
difficult point have not yet reached a definitive stage.

4 Richmond Terrace, S.W.l.
30th December, 1942.
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‘WAR CABINET

OFFICI.AL COMMITTEL ON POSTFWAR EXTERNAL ECONOMIC PROBLEMS

AND ANGLO-AMERICAN CO-OPERATION.

POST-WAR AGRTCULTURAL POLICY

r Note by the Secretary

I circulate herew1th a note by Sir Dondld F
'Amcndments to the Memordndum on Post-War

:_(I- B.P. (uz) Loy..

ergusson on
agricultural Poliey

L , C . igned) A. BASTER,
/5, Richmond Terrace,” §.W.1. ( & ).
o 218t DCCbmbbP, 19u2

NOTE BY SIR DON\LD FLRGU&SON ON AMENDMENTS TO
I.E.P.(42) 4o,

At the’ mcetlng of the OfilClul Committee on Post
Economic' Problems on | .the 6th November |

at the - suggestlon -of Sir FrLdGPle Leit
that certaln amendments should be ma
(x) of the Memorandum on Post-War

(42) yo].

~War
I.E.P.(42) 21st Meeting],
h-Ross it was decidad

de to paragraph 60 (iﬁ) and
Agricultural Policy [I.E

CHO

-



Sir Henry French has slso suggcstcd a re-draft of

.;ﬁphfu raph 2 to make it clear that there will be & transi-

tional period w«ftcr the end of hostilities during whlch
it will be neccesss ry tu continue production of. a war-tlme
chuaracter. ‘

The following revised paragraph 2 has been agreed
with Sir Henry French:- o T
ara. 2 :
o "The continuation of the prevent system of fixed
~Rrices and an assured markect will involve as a corol-
lary the rotentlun of thc present system of control
over the usc of agrlcultural land and over farming
operations, When' hubtllltleo cedse there is likely
“to be a transitional period the character of which it

is 1mposs¢bln to predict, and for & time many features‘

Vof the wur situation- mey perolst During this period
it may prove anESoLPy to continue, in part at least,
the present war-time programme of production. When,
howev *r, hostilities cease it would be impossible to
maintain the present very drastic war-time system of
direction uand control which would be required for a
cuntinuance of war-time production, without announ01ng
Wwhuat long-term agricultural poliey ‘is going to be.
Moreover, on the cessation oft hostilities & number of
urgent questions will arise in connection with the
programme during the tran81t1undl period, e.g. when
.and at what rate and to what cxtent and by what means

‘;the war-time uacreuge of. wheat is tu be reduced, the
¢answcrs to which will depend upon long-term policy. "

-2
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The following amendments to paragraph 60 have been
agreed with Sir Frederick Leith~Ross, Sir Wilfrig Zady sand
Mr. Liesching:-

Pura. 60 ’

"(iv) Zecvnomic stability could best be secured as
regurds staple products cither (a) by a continuation
cf the Ministry of Food or by Import Boards darranging
for the wholesale purchase of food ond exercising some
degree uf cuntrcl uver internzl distribution; or (p)
by o system -under which the necessary guaranteced prices
und guaranteed market for the desired level of home
producticn would be secured by subsidies supported hy
such regulation orf imports, levies on impcrts cor
tarirffs as muy be necessary snd consistent with pust-
War internatiovnal arrangements cr by scme combination
oI thesc variocus methods."

"(x) Ihcreased efficieney in marketing, processing angd
distribution is rcquired tu supplement increased
cfficicney in production. Lsconomic stability should
be linked with marketing reform and efficiency."

21st December, 1942.
- —-3-
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19TH OCTOBER, 1942.

VaR C.BINTY

O FICI..L COMMITTEE ON PO3T-V.X LXTIRN.LL BCCUCHIC PROZLIMS
aND ANGLO~JMJTICAN CO~-OPLR..TICON

POST-YuR LGRICULTURE

Notc by thc Scerctary.

Seceording to the iinutes ol the last mecting of the
Official Coummittee on Post-ar Intcrnal l“onomic Problems
cn Frilay, October 1l6th, when thore wng o gcussion of
post-war agricultural policy, it wag asire d

(‘\

™hnt the discussion should be continucd at o further
meeting in the same placc on Friday, October 2310,
at 11 a.m., to which Departments rcprescnted on the
U.5.E. Committce but not reprcscnted on I.E.FP. should
be invited.*

Members of the U.5.0. Committec not represcnitecd on the
T.2.P. Committec are invitcd by the Chairman to be present
at thc mceting in the Confereoncc Room, Richmond Tcerrace,
on October 23rd. Document I...P.(4%) 40 andthe Minutes of
the last meeting of the I.E.P. Committec on Octobcr 16th are
attached to this note wherc oppropriatc.

(8igncd) 1. BASTER.

4/5, Richumond Tcrracc, S.7.1.
goth Octover, 19432.
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COrY NO. ‘} i:f

OFFICIsL COMMITTEE ON POST-7.7 INTERNAL
ECONOMIC PROBLEMS

aR CLBINET

DRAFT MINUTES of a Mecting of the Committee
held in the Confercnce Room, Officc of the
Paymastcr-General, Richmond Terrace. S.W.1l.,
on Friday, 16th October, 1942, at 11 a.m.

PRESENT

Sir Alfred Hurst,

Reconstruction Scerctariat.
(In thc Chair)

Sir Donald Fergusson,
Ministry of .agriculture
and Fisherics.

Sir Horace Hamilton,
Scottish Office

Sir Geoffrey Whiskard,
Ministry of Works
and Planning.

Sir Arnold Ovevrton,
Board of Trade.

Sir .alan Barlow,
Treasury .

Sir Wilfrid Eady,
Trcrasury.

Sir Frederick Leggett,
Ministry of Labour and
National Service.

Sir Henry French,
Ministry of Food.

Mr. H. H. George,
Ministry of Health.

#LS0 PRESINT

THE FOLLOWING WER:.

Sir Charles Innes,
Board of Trade.

MI’. Jo J.\V. Handfordy
Scottish Office.

Iwrt G. L. ‘:{ratkil’]sonp
Board of Trade.

Mr, Henry Clay,
Board of Trade.

Mr. W. F. Crick,
Ministry of Food.

Mr. L.G.F. Freer,
Northern Ire¢land Goverhment.

MI‘. DQ."&'EQ HarkneSSq
Ministry of Agriculture
(Northern Ircland).

MI‘- 1’\0 B}:—‘.Ster ® 5 &8 0 59 "0 et ee9 8B

Sir Patrick Laird,
Department of sAgriculture
for Scotland.

Sir Lindaay Scott,
Ministry of Alrcraft
Production.

Professor Robbins,

Economic Section, Offices

of the War Cabinet.
Professor D. H. Robertson,
Treasury.

R. Hughes,
AHdmiralty.

Mr. B, W. Gilbert,
Treasury.

Mr .

«seee Seecrctary.
.



ITEM 1 OF AGLNDA:
SECOND INTERIM
REPORT

(1.E.P.(42) 56).

ITEM 2 OF AGENDA:

POST-WAR AGRICUL-
T, - Agriculturc and Fisherics would no doubt

I.E.P.{42) 58).

The Committee accepted somec detailed
amendments of Paragraph 50 of I.E.P,(42) 56
and AGREED: -~

‘1..Thdtfthe*reviéed document should be
presented to the Reconstruction
Problems Committee as soon as possible.

. THE CHAIRMAN statcd, in reference to
I.L.P.(42) 40, that while the Ministry of

meet the Committec's wishes in minor amend-
ments to their document, he thought that
amendments which werc inconsistent with the
broad plan of I.E.P.(42) 40 should takc the
form of a separate document for which the
Committee would assume responsibility. The
Chairman also suggested that, in view of the
international implications of the policy
proposcd, it would be useful to have a joint
meeting of the I.E.P., and U.S.E. Committees.

SIR DCNALD FERGUSSON said that I.E.P.(42)40
was intended only as an outline and took
account of political as well as economic
factors. The refercnce to Ministers in
Paragraph 3 was to a mceting between the two
Agricultural Ministers, the Chanccllor of the
Exchequer and the Paymaster-General, at which
the nrinciples mentioned in Sections (i) and
(ii) of that paragraph were accepted.  These
principles would makc the best use of our
natural advantages in agriculturc, particularly
in thc production of grass. SIR PATRICK LAIRD
said that the nropcsals would lead to more
e¢fficient farm managemcnt. MR. HARKNESS
pointcd out that the proposcd increase in
arable acreage would be partly in short-term
leys. SIR ARNOLD OVERTON said that the case
for the specinl treatment of agriculture was
granted. The quecstion was what. was the
appropriate method of applying it. Was there
not some¢ method which would afford assistance
to farmers and at the same time safeguard
efficiency? If the method of price guarantees
were adopted, would it be avn easy matier to
reduce prices after the War to a level compat-
ible with farming efficlcney?  SIR DONALD
PERGUSBON said that price suarantees at a low
level might well be suppnlemented hy assistance
to farmers to reduce costs. SIR ARNCLD OVERTON

rasked if it would not be possible to justify o

high level of agriculturol wazce ~fter the War
by an extensive mechanisation of farming :
operations. Were such costly expedients as
the proposed increase in livestock-keeping
necessary to turn "specialised' farms into
"mixed" farms? In the case of cereal produc-—
tion there was some evidence that artificial
fertilisers werc adequatec. SIR IENRY FRENCH
referred to the troublesome consequences of
adopting purely arithmetical objectives like
increases in acreage which might not necessarily
be exactly fulfilled if the proper policy were

-1l



adopted. The Mnistry of Bod Supported the general ‘policy
advocatcd but pressed for more work on tha methods. of adminis-
tering it. On the question of the bulk buying of imports,
expericnce showed that this might producc international Aiffi-
cultlies, the result of one governme nt becoming the importer
being that another governm: nt became an exporter and the-
transastions tended to be settlcd at the highest political
levels, Should there not be somc estimato of the cost of
these proposals? SIR ALAN BARLOW said that the principles

in Paragraph 3 did not specify quantities. He agreed that
there should be an cstimate of cost. SIR HENRY FRENCH said
that no arrangements should be made which would have the
effect of raising the prices of protective foods in order to

subsidise other farm products.
Aftor discussion IT Wad .GREED:-

©+» That there should be consultations between the two
«gricultural Departments, the Treasury, the Ministry
of Food, the Economic Scction and the Central
Statistical Office, with a view to arriving at an
cstimate of the probable total cost (includin
budgetary cost) of the proposals in I.E.P.(42% 40

NEXT 8. That the discussion should be continucd at a further
MEETING meeting. in the same place on Friday, October 23rd,

&t 11 aime, to which Departments represcnted on
the U.5.E., Committee but not reépresented on ILE.P,
should be invited. -

4/5;?Richmond Tﬁrracc, S.W.l.

~ 20th October, 1942.
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