The Committee has given mosté eareful consideration to
the points expressed by Sir Donald Fergusson. It does not
wish to join issue with him on techniecal agricultural
questions. These are matters requiring the mature
deliberation of experts, on which it would dbe inappropriste
for this country to adopt a settled poliecy defore full
consultation with the Agricultural Departments of other
states, to which 8ir Donald Pergusson refers.

We suggest that his arguments will only become relevent
in a more advanced stage in our planning. In the forth-
coming conversations with America we have two great objectives
of paramount importance, and it ie essential that our effortis
to secure them should not be weakened or dissipated by any
secondary aime, importent as these may be in due time.

(1) We have in mind that this country will be in a
weakened and exposed position after the war
in her external relations, and that this might
Jeopardise our own standard of living - despite
improved production inside the country. We
have to find means for securing and improving
our external position, of a kind that will
elicit whole-hearted American co-operation.

(41) We have in mind thaet the world was afflicted

' with grave economic disorders in the period
1918-1989; +to wit, particularly, balance of
payments, troubles which led to un-neighbourly
remedies and the progressive restriction of
international trade, and recurrent economic
depressions. We have to devise plans for a
minimun system of economic order which will
reduce these evils.

Until these paramount questions are settled, others,
we think, should bide thelir time. We give the following
reasons why it is important that we should be allowed to
proceed with the buffer stoek plan in the form proposed,
although, of course. it should be considered open to rsdical
amendment after discussion with the Ameriecans.

i, It is devised primarily as s major instrument for
dealing with the trade cycle in the decade after the
"¢transitional® periasd. Ultimately we may be able to evolve
more refined and intricate remedies. Theae will require
detalled examination of specific problems in the various
countries; furthermore, their nature, &s well as our ability
to apply them, will depend on political developments now
unforseeadle. VMesnwhile we need a weapon of great leverage
and simpliocity for fairly early use. Such we have in the
buffer stoek plan.

Without 1t our armoury of weapcrns for this purpose
would be rather bare. This would be unfortunate, not only
because our hope of reducing depression would be diminished,
but alse because it would then be difficult to persuade the:
Americams to focus their attention on co-operation for the
purpose of reducing depression. We are, however, most
anxious to steer them on to this topic because we believe
it %o ’®ne most likely to lead to harmonious collsboration
sand to avoid the many points of possible conflict. The
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strength of the arguments for this belief can only be
geuged by careful consideration of the numercus queations
discunsed in 7.P.(42) B.

we think. consequently. that thare would be a stroag
gcase for the plan even if no more could be said for it
from the sgriculturel point of view Shsa that 1t would do
Bao haym, It seems slear, however, that it would be of
substontial benefit to agricultural producers (1) Wy
eliminating the violent short-term fluctuations of prices
(41) wy ucing genernl $Srede depressions from which they
have undoubtedly suffered severely. The critics claim
that it is not the bdeat possidle scheme for agriculture.
Je olaim that it is bound *» do somes good and thet it
ssanot prejudice the dovelopment of more detsiled egri-
sultural p ing when the time is ripe, but that the time
is not yet ripe.

2. 4@ have in miud thet, if we can reach agreement with
the .mericans, we should be able to formulate plans that
will go far to solviang the two main problems sat out asbove,
independently oi very aciive support by ull other nations;
that t he nature of the co-operation we shall secure even
from our other great ellies is still uncertain; that it
would be of the usmoet value to resch agreement with the
Ameprigans sbout the minimum requirerents of sconomie order
at an early stage, both t- assiet us in our intemal post-Nar
plans, and also, if sny publicetion is possidble, to underpin
world confidene and thus improve the chances o~f wider
international occ-opepsticn. The buffer stook plan is of

a kind that can be mede effective by agresment with Ameriea
{and the Dominions) alons. Jore detalled agricultural
planning depends of necessity on more widespread agreemunt.

8. /e have at present ro mendeate to Droposs rbasuUIes
deemed 14 %o promote pro-goruy in other countries if
they ape sericusly injurious tn the standard of living here.
Brosdly no doubt British prosperity runs with world prospeprit
but this ecannot be admitted without exception. We have to

{industrisl for primery products precedented
and unparslleled seale. The worst possible conibination of
Sreads for us would be the foreing up of the world pricee
of primary products and a universal movement towards
industrialisetion. Unhap;ily these trends exist. e
cannot, in good faith t: the electorate. consent, still less
pmgou, to give our woral and even financlal support to
their encouragemsnt.

The buffer stock plan hes in itself no tendency to
fores up prices., The administrative plasaning of sgriculbusl
output of the kind Zfavorred by Uir Dunald Fepgusson might
be infused By on sltruistic spirit easuriag that the world
should get what it wanted ~t the lowest reasonable prices.
58411, it cleariy suts i1t within the powep of the verious
Aministrations tc work in a differeat sense. These
“adminiotretive” developments will undcubtedly oceour; dut
1¢ is not ia oup iaterest to encourage them, mnd we ought
certoinly 0 refuse t- 4. so until we sre quite sure that
oupr general trading poeitisn is 80 well secured that we ean
afford this piece o altruiem.

The buffer stocis plan has certsin s dventages in thie
roapect. Ite cfler ow may be regarded ss 8 PSSOl
ars

able W to n ] or resting sontent with a
lower price n they would othe,wise have aimed at, It
provides machinery (paragraph 1B5) for taking under its
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protection schemes of "regulation" if these satisfy certain
tests; producers would probably feel that it wuld be more
advantageous to take advantage of this than to devise more
ambitious, and thereby to us more injurious, schemes of
their own. Finally with its world wide offer to purchase
it wuld probadly have the power to frustrate groups of
producers ‘or governments) with high price ambitions from
carrying out severely restrictive schemes. S8uch power
would not be possessed by a buffer stock performing only
the restricted role suggested by Sir Donsld Fergusson in

his last sentence.

The buffer stock plan should be beneficial to producers,
but it does not make us dgpendeat n their behaving with
perfect altruism; 1t does not leave it within the power
of governments "administering output" tc hold us up to
ransom, if they happen to fall from grsce.

4, There is a particulear application of this in the case
of America. We have had to agree to certain not altogether
favourable terms asbout wheat. Ve are threatened with
negotistions about cotton. If we can engage the attention
of the State Department about this wider scheme, the
Americans will not be able to proceed further on sectional
lines for the time beiag. Such reapite would be welcome.
Even 1f they are unwilling to accept the scheme in the

early stages, we ought at least to be able to keep it on

the agenda, thus barring further proposals about specific

commodities.

We are already, of course, committed to a specific
plan for wheat. But detailed prices are not yet fixed and
hard and fast rules have not been 1laid down. What price
is considered "reasonable" clearly depends on whether a
buffer stock plan for commodities generally is to be put
into operation or not. Again it would be out of the gquestion
to enter on negotiations regarding cotton whii® this major

question was uidecided.

Thus by keeping the buffer s tock plan upon the agenda
we shall safeguard ourselves for a considerable period from
having to make damaging concessions on commodities in detail
merely to avold seeming unco-operative.

If the maln trend of our wider negotiations is
harmonious and fruitful, the Americsns should be willing to
go fome way to meet our point of view on commodities. In
the unhappy and, we believe, improbable event of our reaching
deadlook on the wider matters, we shall be very glad that
we have not already committed ourselves to savere burdens
in detall; we shsall be glad that we are still free to buy
as much cotton as we like where we like at as low a price as

we aan get it,

8. Critics may advance the further claim that in the absence
of detailed “"administrative regulation” the buffer stock

plan would prove un-workabdble. This view might have some
force, if it were proposed to work it on the basis of limited
finance with contridbutions from each nation in agreed
proportions. That is not the proposal, however. Purchases
are to be financed through the Clearing Union, or, if that
does not come into exiastence, by central banks working in
co-~operation. It 18 Jf the essence of such a scheme that
the finance would in no case be a burden to the balance of
payments of any nation. in these circumstances there need

be no fear of a dreak-down.
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If, deapite msay sxpegted essements. over-production
of rimmrey products proves cendemic. pestrictiosn jkne con
be introduced withian the geneml framework of tnis scheme,
Admd aistrative contprol mar ultimately be developed in
great detail. eanwhile, 1% muast be rumewbered that if
goveramenta find lsdbour dileplaced from agriculture, they
will be under & sirong lnvective to increase industrial
protestiocn - 8 development most dangercus for our own
staadard of living.

It 18 not certain that the amount of labour now
attached ¢ agriculfure in the world ie excessive. If
it 18, then 1t is importons feom sur polant of view that
1t should be disnluced gradually in the course of s decade
or loager. Hitnin such s period 1t may be possible, in
ana junctinn with tha Americans, to encourage its absorption
in such developments sz hatter tranaport, public utilitien,
housing or induntries supeeinlly e-ited to esch locslity,
which 4» not undermine »ur exporting position. Yo onuld
not regard it, therefore, za2 an uniquivoeal dernerit 4n
the scheme if 1t fulled to anme a large exodus Lfrom
agrioculture in the early vears after the war, even although
this resulted in some unwelcome scaretis ns to the buffer
strckg , ’

19th July, 1942
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BU. 2BR 5T0OCK

In our oninion, 1+ Sir Donald rer:usson decides 1o
circulaie a Tote of Dissent to iinisters, the co..ittee shounld
cireculste an additional note on the following lines:-—

The comiittee has given careful consideration to the
arguments brought forward by Sir Donald Fersusson. Tt does not
wish to join issue with him on technicsl arricultural orounds
Tt does not claim that the bufer stock nlan necesgsarily DPOVlaes
a final solution to the agricultural prohlem. In the view of
the comidittee it would be vremature to adont a settled nolicy
in this matier now. It would be necessary Iirst to comnsult the
other zovernments concerred.

Tn the mine conversations with Awerics we have the
dificult EludellCdte task of reaching arreeent aboutl inethods of
interrational co-oneration which will (a) assist this country in
the exposed and unfavourabhle nosition in which she will find
herself as recrards her bhalance of trade ard (n) reduce certain
outstandine disorders, which beset the interrnstional economic
svstem in the veriod 1918 - 1939, e rerard it as sssentisl that
our initital endeavours to this end should not be wea ened or
dissipated by re-ard for special problems and interests, hovever
importart these ;iay be in themselves. Their turn will come
later,

For our general purvose we think it esirahle to Tocus
Awericar attention upon the problem ol reducing trade devression,
this being ground on which co-operation should be o0st hariwonions
and points oi friction least likely to arise. e believe the
bui er stock vlan to he the nost potent weavon available For
ready use in the early years alter the immediate post-war meriod.
Je connect it particularly with the asrced wish to have an
"expansionist! .monetary system.

Aith resard to its effect on azriculture we claim (i) that the
reduction of short-term oscillation of prices must be benefic al,
(ii) that a reduction of general trade devpression must greaily
benefit a- rlculture, and (111\ that it does notl prejudice more
detailed plans for agriculture while giving us some leverase to
secure that they are not framed on lincs altogether unfavourabhle
to this country.

We recognize that, were it proposed to Tinance the vlan by
specific and limited votes of money from each nation, the
arcsument that it would prove un-workable in the ahsence of detailed
recgulation of outvut might have some force. Aut 17 it is
rinanced either bv the "Clearing Union" or on the bhasis of an
arreement between central banks embodying clearing urion vrinciples,
this objiection does not arise.

“inally, we are bound to take notice of the special nosition
of this country which has to exvort manufactured products on a
sreat scale in exchange for vprinary products, and orf the danger
tral the combinastion of a rising trernd o arricultural prices with
a tenuency Ior otrer countries to becone industriallv self-
supporting will have a mort dsiaging elfect on our standard of
living here. Detailed "aduiinictration! of asricultural outwut
in otrer countries could ideally no doutt be devised so as not to
encoursa;e hizgher rrices. 2ut at present .e cannot rely imnlicitly
on governments or producer zroups to work their "adminisiration”
in this benslicent way. At this stage e do not seeny to have any
mandate to asree to, still less to propose, international sunrort
for schemes which would undoubte dlv put 1t ~ithin the power of
others to reduce the standard of iving here.



