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: o I  SHCRET AND FROVISION:L
the content cf this piper is Srescntediin considerable detail, it should

2.

3.

k.

TG clearly undcrstood that the proposals arc tentotive and provisional. They arc

Tut forward, not &5 a fully considered and develoved plan, but with a view to

securing the benolat of viows cnd censtructive suggestions from other Departments

Dbsorvations widl aceordinily oe welcomed, ths more so heving regerd

or preporation Tor the Tortheoming Food Qunforchce.
: - TRnLstry of rood, ek Mexch, 1543,

o INT%’ LTIONL, FLNDG OF J00D ,
If the world foofd situntion 1s 1o o look ofter itself, the broad course

Cof events in tho - istewos pordod may-dd Padrly confidedtly predictcd.  The ncuto

searoity of clnush overy.food uxeurit whoit tnd potatoeswill lead-to o scrimble -on
tho worll orket for the altogothur'inmde%umte supplios of futs, ailk produets, -

neet and other essentials of a normel dlo

this will drive world peaces of suoh

feods to extrrordinary levels.  As an outcome, the so-for suocessful efforts to

. control the cost of living in o mumber of countries may be impnired, leading to
labour unrest, seciol injustice, and nll the ovils of inflation; while inter-
netionslly the wookest and noedliest notions would go to the wall, and the whole
atmosphers of post-way co-operation wouwld be polzoned. Furthermorc, undor the
stimulus of excossively high pricep, food producers will everywhoere strive to
inorease outvut to the maximum. What this means in tho way of bdud forming, inflsted
land values and folse ideas of phenomenal prosperity we know from past experionce,
- partioularly in the Unitod States. ‘“then at the end of o few months or years tho
food boom ends, producers will bBe left stranded and embittered, culling for politiml
aotion to meke good their shattered fortuncs, while widespread industricl
depression will supervene. B

Clearly, if the world is to avoid,thiswrape%itiﬁn of“bldlef}ors,

international aotion is required.  Such adgtion would toke four main forms:-

(2) To explore and exploit with the utmost'eﬁérgy'bvery means of increasing world

(v)

(e)
()

(2)

output of foods likely to bo in shert supply end geverally to toke oll possible
measures to prevent tho rockoting of world food orices in the post-war peried
and their subsequent cullapsc. ' IR T

In countries such as the U.8:4.), the British Dominions and the U.K., to continue
rationing into the post-war poriod of thosc wssential Taods- the supply of which
connot be made sufficient by the above menns; in this way ensuring thet 1l of
the peoples of the United Netions, including more particularly those in
liberated territories, have at least a minimunm ration of these foods.

To provide as for es possible for an orderly trensition tbfbalahééa"world
production of foodstuffs on an economic bosis. T :

To lay the foundations of & permanent international food and nutrition policy
and organization. o ' :

To these ends an Internationsl Food Office shouldfﬁé'constituted by the

United Nations and nations co-operating with them.

T. Hmergency Punctions of the Internationcl Food Office

The immediate activities of the Internationel Food Office would include:

Meking the necessory proposals to the Combined Food Board to incrcase the
world cutput of foods likely to be in short supply. With this obJeet in
view the prescnt purchasing cgencics, working under the aegis of the '
Combined Food Board, would take mcasures olong the followins broad lines: -

(1) Place long~term contracts, cxbtending over sever:al years, with food
‘suppliers, where approprintce fixing target production and offering
specicl price ond other incentives for the enlorgement of present
output or capacity. o

(ii) Ensure the provision of adequete storage focilitics.

(1ii) Secure the plenting of specitl new crops (¢c.g., soya beanh) wherever
this can be done. :

(iv) Take such other steps as may be necessary {e.5., providing merchoendise on
which netive prowers may spend their carnings). to increese production of
vital foods.

(b) Making provision for the steadying of world wrices of foods over the post-war

intdrim period. The principel means of dpirg this would be:-
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(i) To stope definite prices in the long-tern contracts placedk AIth
SR " .possibility of renevial. ~ A
'*~o“~(ii)tTQ,bbtaiﬁ thé“agreement of the participating nations not t® engage
e in competitive buying, but to collaborate in. orrangerents fa orderly
R allocatilon of -supplies.. ' D e
wvw.(c)nMaking'provision‘formthe international financing of contracts placed in
e - apcordance with thése directives, for’thisvpurposg.having recourse o the
~» . machinery of the Internatiopal Clearing-Unaien. . (Sce annexc 1.) ~ff

. (&) Ensuring that United Nations trensport facilities be made available o

' . convey food to the arcas requiring it by engaging to hold together the
United Nations! Shipping Pool for ag Tong As may-prove Necessary after
the war. . L : I

5. ,. As and when the post-war food cmergsncyApaSSéd} féods entering. .
into international trade on 2 substantinl scalc would be switched over from.
long~-term contracts to the Commodity Control schemes for the international

. regulation of primary prodncts.ﬁ By this means producer's would be guarantecd
.against any catastrophic drop in world prices. Where foods existed in excess
supply, the International Food Office would make appropriatce arrangements for

. their distribution in necessitous arcas. (cf. "he International
'Regulation of Primary Products", para: 1l (ixYy:= "Commod controls would set
their faces against any deliberate degstruction of food: which otherwisc may
teke place .... and wherever appropriate they would moke arrangements for
unavoidable surpluses to be distributed for consumption in neceasitous areas".)

IT. Long-tem Fuhctions of the Internationol Tood Qffice

6. _ The long-term functions of the International Food Office would
comprise: - T : ’ .

(a) Intérnational.co—ordihahion, including such general matters as the setting

Up of intermational standards; acting as a clearing-house of information;
compilation of world statistics; initiation.and co-ordination of
research; scheduling of areas of defective rmtrition; enquiries into
means of improving food production; application -of scientific methods
to backward countries; matritional cducation; . propagation of new
methods for the practical application of nutritional principles; together
with’the'publications,"enqpiries, committees:and conferences -entailed.

(b) Food surpluses. The taking over of extracrdinary food surpluses and
Thoir distribution in necessitous areas. (cf. Annexe TI1) - Only in
altogether abnormal conditions, if at all, would international
- restrictionist measures (export quotas, ete.) be applied to foods.

(c) Developmental grents, through the medium of the Clearing Union, to
Improve the quantity and quality of food production in the world so as
to provide the necessary basis for adequate nutrition.

(@) Adequate nutrition. Jecuring as far as possible that in every country
aEequa%e~nutriE{qn is made a first charge upon notional income; and,
more generally, that the proper feeding of the people is made part of a

consumption policy designed to give an cxpansionist bias to home and
international trade.

The closely interlocking cheracter of these four principal functions
is sufficiently evident to render detailed analysis superfluous 2t the prescnt
stage. The international enquiries and surveys mede by the International

" Food Office would be fundamental to the disposal of surpluses; would
indicate where developmental grants were most necessary, and the form these
grants might teke; while the possibility of conferring or withholding these
grants would be used as a lever for securing that the necessary attention was
given to mutrition by the different nations.

III. Organization of the International Food Office

7. It is not necessary at the present stage to enter into the detailed
organization of an International Food office, but when the time comes for
this the experience of the International Labour Office might usefully be
taken into account. perhaps the strongest feature of the International
Labour Office lies in the fact that by reason of its tripartite form of

# Sce irmex IT.
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organisation (Govermment delegates, employers' delegates and workers' dclegates)
it represents not only govermnents but, to some extont, peoples. The
Taternational Food (Office might edapt this idea to its own soocial circumstancos.
Onec wa# of doing this would Dz to make mcmbership conditional unon ;the sstting-ur
of a Mational rutritionzl Council in cach ifember State. - Thesc Councils would
not be govermmentsl organisations, but_officially‘rCCOgniscd bodies grouping
together all socicties and associations schive cnd intercsted in problems of
feeding and nutrition.  The Netional Mutritionsl Council would nominate onc of

- . the representetives to attond the Conference of the Intcrnational Food Office,

such representative to have the samc speaking ond voting rights as the
govermment representative. By this means centres of nutritional activity
would be set up in esch countrv, ond ot the samé time the I.F.0. would bring to
1ts meetings delegotes of independent stonding who in some measure could speoak
directly for the consumer. '

If this general basis wers accepted, then esch member state might
send to the Conferencc of the Internstional Food Office two govermmcnt delegates,
together with onc delogate nomincted by the govermnment in collaboration with the
National Tutritionel Council, and onc delogate nominnted by the goverament in
collaboration with the most representativo organisations of the feod produccrs
of th¢ country. The Governing Bozrd of the Tnternationsl Food office would
likewisc be made up of govermncnt members and expert mombers: possibly four
government merbers eppointed nwy China, the UK., the U 5. 4., and U.S.3.R.
respectively; four govermment membors sclected by the govermment delegotcs of
the other states present at. the cenforcnce: and four cxpert members selected
by the whole of tho export aclegates to the  confurence, twe of these memboers
representing the consumers’ side and two the producers".

The International Lebour Office machinery of Conventions and
Recommendations mizht also be adapted to the use of the International TFood
office, together with a third type of instrument, viz: Proposals addressed to
other internctional orgenisations. - If the Toregoing general outline of
immediate tasks were accented, the I.F.0. would promulgate & Convention for
ratificntion by member states prohibiting compstitive buying of feod for &
neriod after the wer; & Recommendation on the vost-war continuance of rationing,
inviting sdherence by 21l the United Nations; and Proposals (2) to the Combincd
mood Boord on the stepoing-up of the production of food and the determinetion of
prices; (b) to the Internaticnal Clearing Union on the {finencing of the
long-term contracts; (¢) to the Geoneral Council for Commodity Controls regarding
tho csteblishment of buffer stock schemes for cortain specific foods and (d) to
the Combined Shipping Board on the holding togetner of the United Nations'
Shipping Pool. '

Tn sum, leaving aside the long-run nrospects, the intcrnationsl
plonning of food at the present time would thus heve four nain fcatures:-

(1) To sce tc it thet overything possible is done now to inercase the supply of
scorce ond neccssary foods at the end of the war, the principzl meons boing
the placing of long-term contracts permitting the increasc of productive
copacity, coupled with deliberatc end concerted self-denial on the prrt of
the more fortunate countrics.

(2) To hold world food prices at the end of the war, keeping them sufficiently
romunerative, but proventing the frentic boom and catestrophic slump which
will otherwise be inevitable.

(3) To ensure an auspicious leunching of the Clearing Union and Commodity
control schemes: first, zs port of the present hondling of the post-war
food emerzoncy; and leter, o8 cssentisl features of world social and
cconomic organization. "

(4) To do all this on & United Naticns basis, so as to securc zenerel asscnt
Lo conderted cction - a2ssent not likely te be forthcoming so long as
arrongenents are made exclusively on e two-nation or four-nation basis.



ANNEXE I.
THE INTERNATIONAL CLEARING UNION

The primary function of the Clearing Union is to provide countries
with extermal bank balances for the conduct of international trade. Formerly,
a country used its gold reserve as the "small change" of intcernationsa
COMmMErce. For most countries in the post-war period this would no longer be
possible. Tt is accordingly necessary to provide somc means of giving them
the rcauisite international purchasing power to start and kecp going the
currcnts of world trade. The Clearing Union would do this by providing what
is, in effect; cverdraft facilities up to 75% of the valuc of thelr average
annual imports and exports combined. ;

. Similar overdraft facilities could also be provided for the
implementetion of internetional policies. Section ix of the document,
"proposals for an Internstional Clearing Union", comsiders some typical
examples.  Among thom arc the following: -

" (1) The Union might sct up & clocring cccount in favour of internationcl
bodics charged with post-war relief, rehcbilitation ond rceconstruction.
But it could go much further thoin this. FPor it might supplement
contributions received from other sources Dby granting preliminary
overdraft facilities in favour of thesc bodies, the overdraft being
discharged over a period of years out of the Reserve Pund of the Union, or,
if neccssary, out of a levy on surplus credit balances. So far as this
methad 1s adopted it would be possible to avold asking any country to
sssume & burdensome commitment for relicf and reconstruction, sincc the
resources would be provided in the first instance by thosc countrics
having credit clearing accounts for which they have no immcdiatc usc and
arc voluntarily leaving idle, and in the long run by thosc countrics which
heve o chronic international surplus for which thcy have no bencficial
employment. " veeee

"(3) The Union might sct up an account in fevour of internationzl bodies
charged with the mansgement of & Commodity Control, and might finance
stocks of commoditics held by such bodics, allowing them overdraft
focilitics on their accounts up to an cgroeed moximui, By this meens the
financial problem of buffer stocks and "over-normol gronaries! could be
effectively attacked.”

The peper continucs: -

"2 The facility of applying the Clearing Union plan to these scveral
purposes crises out of & fundoncntal chrracteristic which is worth
pointing out, since it distinguishes thc plan from thosc proposals which
try to develep the same brsic principle along bilateral lincs and is one
of the grounds on which the Plon can ¢lrim supcrior merit. This might
e described os its "enomymous" or “imporsonal! guality. No perticulor
Member States have to engage their ovn resources &8 such to the support of
other particular States or of any of thc intcernationsl prejects or
policies adopted. They have only to agree in generol that, if they find
themselves with surplus resources which for the tinme being they do not
themsclves wish to employ, thesc resources may go into the general pool
and be out to work on approved pUrpoOsSes. This costs the surplus country
nothing beczusc it is not asked to part permancntly, or even for eny
specified pericd, with such resources, whaich it remeins free to cxpend cnd
crploy for its own purpescs whenever it chooses; in which casc the burden
of finance is possed on to the next reeipient, zgein for only so long as
the recinient hes no usc for the money. 4s pointed out obove, this
nmorely snounts to extending to the internaticonal sphere the methods of
ryiy demestic benking systom, which arc in the scme sensc "impersonal'
inasmuch as there is no call on the particular depositor either to
support as such the purposes for which his banker makes advances or to
forgo permanently the use of his deposit. There is no countervailing
objection except that which applies equally to the technique of domestic
banking, nomely thet it is capeble of the abuse of crecating excoasive
surchasing power and hencc an inflation of prices. In our cfforts to
cvoid the oprosite evil, we must not lose sight of this risk ..... But
it is no morc ycason for refusing the cdvontages of internctional banking
than the similar risk in the domestic field is o reason for rcturning to
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the proctices of the seventeenth century goldsmiths (which =
arc still following in the international field) and fergoing
expension of preduction which buanking principles have nude possiblo.

¢ what we
the vast
't
The two proposed uses of Clearing Unlen finance in relation to the
International Food Office - under-pinning of long-term contracts and financing
the taking-over. of extraordinary surpluses - are clearly in line with these
broad proposals. A phrase used in nars. 13 of the "pProposals for an
Tnternationcl Clearing Union" may indced be further extended. Drowing an
cnalogy between the Clearing Union and the part played by banking facilitics
in the devclopment of modern industry, it is pointed out that the Clearing
Union repeats "in the international ficld the same miracle, already periformed
in the domestic ficld, of turning o stone into bread!. It may, by wey of an
International ¥ood Office, perform the no less notable and even more noécessary

miraclc of turning surpluses into food-

s
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ANMEXE IT.

THE INTERNATIONAL TEGULATICH OF FRImAY TRODUCTS

S . o - i o X )
The scheme for the international regulution of Primury producus has

three main featurcs: -

(1) puffer stocks =nd short-torm price

(2)

)

> fluctucticns. wor esch commnodlity
Coming under the scheme = Baiter stock Will boe stt up. The object of  the
buifer stock is to prevent the. oxe

casively wide day-to-day fluctuations in
the price of the commodity. The Commodity Control would deeclde
what was the pregent -tnormal! pricc of the conmodity znd ba opin to buy at
a price 10¢5 below this tnormal'! ond open to sell at = price 1077 cbove this
normal'.  BY this means tho drr~-tom-day pricc fluctustions would be held
within o 00¢, range, in place of $he 60-80,, range which has boen common for
mony primory products in the nust. '

Long-tcrm price ndjustument. Tho “rorriodity Contyol would find it necessary
Trom time to timsé to rajust its tnornel! or hasic price. Otherrize, if
the long-term trond was dowmropds it would find its-1f holding impossibly
lorge buffer stocis, while if the Jong-torme trond wes uplerds it would
find thc whole of its stock boing Toa o the other hapd 1€ weuld
these long-term adjustuonts in D SAth due circums;ection. n

A ronsion oriccs were tonding to 211
o rd ciajustiont s1owly, cushioning
1oretbly incroas.d stocks. T this
Lo Cornodits Contrels ould wederpin o fodling oo ct, holding the
tomporary rsurnlus! in strong hando instond of, as ot prosent; looving 1t
1ike so rmach shifting ballast to trock the boat'.

I
e

T
wliis

ing up

rophicully it vould mal
ock of deprussion by to
c

Interpaticnsl nestrictionlst mEBBUIrLS. Tt mizht well haopen that, in
soite of the cushioning cirtcct of T buffer stosks, the price of &
comnodity, left to find its own levsl, crould be driven so low b to be

unfair to the producers of that commodity. Tn this casc the schne makes
orovision for internationsl rogtrictioniot moeagures. Thesc would normally

toke the form of sllocating an sxport quota to cach of the principal
producing countries and in sny onc yLar rmitting them to cxport 2 given
percentege of their guota. By this meons competition on the world market

would be restricted, end the world price hold above ite 'noturalt lovel,
ot o height Jjudged to be tPoirt to the produccrs.

The rolevance of the Commodity Control Scheme to the work of the

1.7.0. would be twofold: ~

(1) Underoinning the world rerkct. cncc the rostewor ot scorcivy had

(2)

passed, the Cormiodity Controls woule underpin the nerket. Insteal of
peroditting o Qisastrous slw in the vrices off [TImOTY procucts the Coizodity
Controls would stort Building we their ~uifor stocks so thoat hencef orward
they would be in o position to ~ct ns rooulctors for the morkot in thoet
cormodity, In this woay, vhile the I.7.G. would toke the stops necesstry

to moct the post-war werld focc shertase, the Cormolity Controls would

look ofter the ensuing world food surylus.

Distributive in place -f rostrictionist scheics. Tn the scconl 10CC,

so for os it proved -rectical, insteal of opplydlng intcrnotional
restrictionist measures to frods, Sdstritutive schermes woulld he adopted.
gpecificnlly, if in o prorticular yoar the rrld horvest of 2 porticulor
food proved to be greatly in oxcess Sf Jerand, and nore than the buffcr
stock cculd conveniently take over, the L.F.C. would purchase this
tsurplus! ot & relotively low price snd distribute it in ncecssitous ~rens.
The I.FP.C. would nct ceuntenance schoxcs invalving aircetly or indirectly
the aestruction of foods Sirilarly, if for some reason the world surply
of ~ food werce rogulorly for in cxcess of world demand, sUic censiderable
fine micht clapse defere the rodunl rofuction in the bosic orice by the
cormodity Combrol induced producers o shift intc other lincs of production.
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This would involve a vast pilinz up of stociks, much mere than the Corymodity
Controls could reasonably absorb. In such an ¢vent the I.7.0. woula agedn
purchas:s the surplus and distribute it internationally vhere most required.
This does not necessarily mcan that internetionsl restrictionist schomes would
be definitely ruled out for food; but recoursc to them would only e hd after
the possibilities of distributive schemes hed beon comnletely cexplored.

3. The principal foods for which Commeodity Controls would presumsbly be
constituted erc: wheat, maize, rice, sugar, cils and oilsecds, tea, coffee,
cocon, and perhens meat, bocon, butter, cheesc. The four lest cre
perisheble commodities the storcge of which would present special probloms.

AIMTEXE IT1.
FOOD SURFLUSES

If, as is to be cipocted, on cxponsionist monutory ond financicl
policy is followed in 211 or moct of the ceororiicrlly advencad countrics, snd
sspecinlly if an Internctionnl Clenring Union imparts cnn exponsionist bizs to
internctional trode, it is wnlikely thot foeod surpluses will cccur on ~nyvthing
lilke the scole exmsericnceed in the 1930s. on the other hond, imperfoct
notional control, verinble horvests, fluctuntions in worldd derand, snd other
fectors, may ot tlans roise wrobleums which are orocter thoen the buffer stocks
of the Intern~tionsl Cormedity Controls con convenicrtly hondie. Furthermory,
surnluses may crise of foods not covered by controls. If the I.%.0. stepped
in ond tocl over such suroluses as could not othervisc be dealt with, o

threefold WUrﬁObu would be served. Tor ons thing it would meet o great

saycholegicil nead. world opinion huag bosen shocked hg tla destruction of food

surpluocu ( Lwt, moize, coffee, ccoon, cte.).  Feod hus symbolical as woll es
<7

mutrition~ 1l significonce. The "ploin mon" feelo thot there wust be something
Punderiontelly wrong with o regine thet destreys-food when elaevhere in tae
world men, women ond children sro ing hungry. In the second pioce, with the
Tntornationsl Food Office under-sinning the Internetional Comnedity Centrols
in the disnoscl of surpluscs, the argusent in feveour of restricticnist methods
(¢.g. export queotas, limiting the craount of food thot crn be mede wvellsble on

e
Y
iny

the world morket) would lose their velidity. This is important, in thet it
would hely to prevent private intercsts entrenching themselves behind such
schenmes nnd muleting the gencral public. Finally, thoere is the usce of such

surplusus for the feeding of peoples who have cncountcred cconomic disaster such
as o crop foilure, a veeriy of world demand Gwey fron their producta, or sone
naturel cetoclysm. Tt is to be ex.ected that after the wor there will be an
increasing numbur of self-governing or cuusi-seli-gove rning areas of the

nondate type, which from time to time will necd such 1nturnthomgl rssistance.

The broad procedure in the disposal of surpluscs nicht be of this
general type. Normally the buffer stocik f'or the cormodity in question would
teke up any moderste surplus, graduclly lowering ths basic price of the
tendeney to sroduce surpluses remained chronic. Until such time os the
reduction in the basic orice had had its effect upen world productlon, shnoermal
surpluses would be prcdacen. The restrictionist mothod of derling with this
weuld be to prohidit export sbove o certain quote, lewving each country to
derl with its surplus profuction in its own way. The Internoticnsdl Foed OfTice

retiiod would be (&) to nrchibit destruction of foc&; (b\ to offer to purchase
thp abrormal suralus ot o —rice oorecinbl helow \boL. gﬂ to /)H‘oi) the
uffer stock price. Such stocks o3 it obtoined by these mecns it would
Gistribute: -

(2) in ony crees scheduled at the time as frmine relief nroes;

/erc the standerd of nmutriticn wos abnormelly low;

t

(b) in arcos

w3 1likely to derive specinl beneTit from the food in question.

rm

(¢) in =




It would in thc noture of thiozs Lo sone tiae before the Tnternstionsl

Yood Office wag cclled upon to handle surpluses of this kind (with the
exception of wheat B ) During this period it would sct ug the neceosary
machinery snd make the necessary surveys for acheduling fomine arcas and arseas
of excentionally low nmutrition. Tt would also make it o condition of 1ts
grant. thot adequate methods were sdopted by the recipisnt‘couhtry for putting
the food into the honds of people having the greatist nced, vhether by some
voriant of the Blue Stomp Plen or some other systom adanted to loccl conditions-

croot core would have to be taken to secure that, in giving food
rclicf, normel trading wos not  imberfoered with unduly . By sceing to it that
sunplies went to complctely impoverished people, ard by routeing such supplics
ns for as nossible through normal trade channsls, this problem could probably
be sclved.

ANEXE IV :
TR TNTERNATTONAL FCOD OFFICE AND RELIEL

Nane

The interlocking of the work of the International Food Office and
post-wer rclief sctivities is one of the more difficult questions to tackle,
particularly since the scope end meaning ol relief is not defined. (learly
though, whatever relief organization ig oventually set up, it is not likely to
" be in a cosition to promote the intensification of world food production
cnvisaged here, or to safeguard world food prices agsinst a disastrous boom
anG collopse. On the contrary, the nrojected work off the Internetionsl Food
office would be en essenticl dbasis for rolief, without which certain essential
supnlics would be both inadequate and prohibitively cxpensive. Cn this matter

therc is no difficulty. The problem srises over the dlvision of what may still

be inadecuetc totel supplics (e.g. of fots) betw.on relief and non-relist uscs.
Probobly a1l thot con be sudd at the present time is thot this problem of
division "rill crise in any cese, and will prosent itself in o far less acute
form if the Internctional Food Office hns been successiul in promoting
increassd rroduction ~nd restroining cxcessive pricc increeses.

P The oisposal of abnormal wheat surpluses at the end of the war
should constitute no insoluble problem Irom the demand side. In all
probability Burope, the U.B.5 ., chine and the Far Bast could absorb it
a1l without difficulty as soon 2s it cun be transported.

-8 -
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A FEW COMOITS BY THE COMMDDITY POLICY SECTION ON THE
MDIISTRY O FOOD'S NOTE ON THE INTERNATIONAL PLANNING
OF FOOD :

e Licnsures are obviously necessary to control prices in the
Simcdinte post-war poriod and possibly to make International
co=ordinated purchascs, but would not the Corbined Food Board and
Londen Tood Gomaittce { enlarged to include representatives of other
coutries) be thoe most suitable machinery for the purpose?

2 iuch of the longer term work outlined in the notice seecms
desirable, but the most important part of it is already allocated to
ﬂmimﬁﬁﬂml@mmwmemmmﬂsortoﬂw@mwmlemﬁlwﬁmwme
Tyasury lemorandum of 6th Fobruary, 1943. If the work were allotted
Yo an Intcrnational Food Office, it would moke not only the Commodity
Control scheie outlined in the Treasury Yemorandws, but any other
scheric, cxtrensly difficult to work in so far as any Toodstuff was
concormela Tt is very important in international matters not to

have myy conflict of jurisdietion between international bodies, such
ns hos arises when a muber of departments as 1s now the casc 1n UeSeA.
doal vith different aspects of the same commodity. It seems
impracticable tc have foodstuffs subject to a different system to
other cgricultural products, as they are so closcly inter~rclated,

Gege the sauc cnimal - sheep - produces both food and fibre, and what

e
.

is normally whentland in Canoda is today producing f1oX.

Tt mizht, however, be useful to have an International Committee
to moke technical studies ahd to.act in a consultative capacity on
all guestions of nutrition, ’

3,  On a number of detailed points the proposals would increase the
Aifficultics of a Commodity Control, e.ge the proposal of placing of
long=term contracts extending over several yearse This might nake
it difficult to switch over from the emergency measures to the
Commodity Control system when desireds

L In particular, the proposals in IT 6(b) and in Annex IIT
regarding the taking over of food surpluses would undermine a Commodity
controly and would be no real solution of the surplus probleii

The Treasury Memorandum envisages two classes of commodities;
thosc wher the price mechanism is an adequate regulator, and those
where 1t is not, The most important commodities in the second class
src thosc in which there is an obstinate disequilibrium between supply
and demand ot a price level reasonably tolerable to Produccrs, In
such casus, o Buffer Stock scheme, if 1t tried %o maintain an
cquilibriw: price would inflict great hardship on producers, but if it
tricd to mintain a price reasonably tolerable to producers, would
accurulate surpluses it could never hope to sell and would, therefors,
run at o peranent loss, For this reason, the Treasury licmorandum

wrgests that such commoditles can be best controlled by international
soulation of exports (and stocks) and, wherc practicable, of production,

The Ministry of Food Note appears to suggest that such commodities
in vhich there is a chronic surplus do not need direct regulation, they
cainr be controlled by o Buffer Stock and the International Food Office
will purchasce the surpluses at a price 50 por cent to 75 per cent of the
Buffer Stocks baslc price, The Ministry of Feod may hove detailed plans
as to how this is to be done, but it locks as if the only way it can be
done is for the Intermational Food Office to purchase the surplus from
the Buffier $tock; because the Buffer Stocl connet allow any troansactions
in +the open market rore than 10 per cent below the basic price, and 1t
could never refuse to buy at a price 10 per cent above this, Therec will
Yharefore be a nonetary loss equal to the surplus at o hasic price and
somcbody will have to bear . this lcsss I+ was thc Jifficulty of bearing

/such

e
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such a loss on thosc comodities that made the Treasury Memorandum
suggost direot vegulaticn, It is recally no solution of the problem
to C¢reate a new international bedy and debit the loss to thems  In
csscnee, thoreforc, the Ministry of Food's proposal implies the Buffer

Stock running at a loss,

 If o Dulfer Stock is to run over any long pcrlod at a loss i

‘ceascs to he a Burfer Stock, . It becomes o scheme to subsidise

prlu:r* pracucers and. impoverished consumers at the expense of the rest
ol e world. Such o compulsory transfercnce of ihcome misht on
some occasions be desirable either on huranitarian or econouic grounds,
Fut it can hardly Lo, as- the Mnistry of Pood lenorandum seems to

7:uuw st, o vermenent featurc of cconomic policy. In any case the

most approprinte body to decide when and wherc such a tronsference of
incamc wes deslravle would Lu the ”gneral Feonomic Council,

There Is ancther but very mich less irportant cbjection, If the

ciits decreased éffcct;vu demond to any subgtantial exteont they would
increasse the difficulties of working the Buffer Stock effectively,

51st harc 19043,
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Noete by the Treasury.

The Treacury offer the following vicws on the [linistry of
Food paper on Intcernntional Plonning of Food, in accordancc
with the invitation containcd in the peoler that othoer
Depnrtnents should offer vicws ant constructive sugpestions,
1. Iy is Ly no nenng clear thot therc is o pood casc Tor
creating an Internotion:l Pood Office ot the prosent tinc.
Its functions would scert likely to overls with thosc of tho

a

Orianisation and with thosc of thc

United Nations Rolict
Combined Food ponrd. In the longer run it sccems doubtful
whether there is roon for an Internationnl Food Office which
would scert to overlopy with the functions of the proposcd General
Council for Comnodity Controls and with thosc of the Finoncial
and deonomic Scetions of the Leaguc of Nations (or such similar
body as nay succeced to it), or with those of the Cormcrcianl
Union, 17T sonc such body is to be created. If thcrc is to
be an Internotionnl Food O0ffice, it would scem logical to
hove an International Potrolcoum Officc, nn International Cool
Office, =nd Intcrnationnl Raw ilntcrials Office, and so on.
ylould it not be sufficicnt to proposc the creation of on
Acricultursl Cormittoc of the Loapgut of Nations Orgonisation
(or whatcver succocds it) to work alongside with the Finoncilal
Comnittce and the Iceonomic Committec?

2 wvon if therc were o good casc for creating on
Intcrnational Food Office, the Tiecasury do not considcr that
it should have o tripartitc form of orgrnisation as suggested
in noragsraph 7 of the memorandum. Ly internoational body
rosulting froh the Food Conference is likely to be taken as o
nattor: for further intcrnationsl bodics, ond if thesc arc to

do



2o cffcetive work they shuld be constitutoed of covernmental
representatives who are in o ?osition to cormit their

Goverments. The ronsons which moke the tripartite

organisction appronsricte for the I,L.0. Qo not sconm

to the Tresury to ~uply to post-war internationnl ccononic
institutions ag o wholc. o tripartite orranisation would scenm to
wC prrticularly innporonriate for on International Food Office

bccausc netionalists cre still porticulorly pronc to irmnorc

o Lo p i
reolitics,

S 6 recar.s the imrclintce activitics wroposcd for the
intoernationnl Fool Office, the Tronsury conside. that the Coribined
Fo.d Boord, the lijnistry of Food (in consultotion with the Troensury
and other interosted departrents) ond the Depnrtrient of .ooriculture
cre in the best position to deeide within their respcetive snheres

-

vhether as regards porticular foolstuffs it is dosirable o Dluces
long=tera contracts and on whet torns, ont nlso upon the provision
of' acsaquate storase Treilitics so far ns this is consistent with
other demands on productive copneity ~nd the planting of gnceianl

ncew crops. The provision of ricrchandisc on which notive SrOWLr S

may spend their corninsos nust Le coverncd by the total Joranls n

the Lroductive cnnoeity of the United Nations and scoms to bo o
matter to be dealt with by the C.P.2.3.

L. The Treasury ~o not understonl tho oroposal that tho
Intcrnational Food Officce should make provision for thce interncotionnl
financing of contracts for the purchasce of food. Such contracte
mast Do financced by the ourchasing Governrents. The proposcd
Intornationnl Cleorins Union is 2 mochonism for nroviaing thot
the notional currcicics shall be frecly convertible for current
paymients and for proviiing tho necessnry rescrves for this purposc.
The Clearing Union is not a fairy sodmother which automntically

solves all forcign oxchanse Sifficultics of all countrics, nor



hos it any responsibility for financing the forcirn purchascs

1]
node by sny oorticular country. Oantracts for thoe purchosc of
food OVUESL&S in the swic woy ~5 othur countrics rnust be financod
nationally by tho )upchmuinh country.

5 The guostion whet £oolstuffs con advantagcously e doalt
with by coriodlty control schernces is once that should bhe considorcd
in conncetion with thoe gquostion of commodity control schomts ns a
wholac, In vorticular, it is only in this goncral contcxt that
any pleturce can e fornwed neg to how comiolity control schomcs arc
to Le financoed,

6. 45 rogardas the long-term functions surgested for the
Intcrnational Food Officc, the proposal that develomental sronts
should be made througsh the medium of the Clcaring Union arain
misconceives the functions of the Clearing Union. Such grants
would heove to be »Hrovilcd Uy long-term loons cithoer noationally
or undcr sone schume Tor international lons-torm investment.

T Generally speaking, whilc the Treasury orc 5yn§athutic
with the undcrlying morposcs of the Hinistry of Food
nemorandurl, they focl that it necds o good deal of further
thought about the doetailcd proposals, in particulnr the
financial proposals, 21t thoy would cnphasize that the
acmorandun would in cny cosc necd a srcat deal of altoration
in the 1irsht of the dcecision by Ministcers that the Food
Confercncc o~ught to be o nrelininary and exploratory
confoercenee on Tfood wucstions only and that wilor econonmic
issucs shouldl be subscguently ond scporately dealt with after

e pronaration.

L

Troosury.

ilnreh 31st, 1943,



