FARRER MEMORIAL ORATION, 1978
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THE DEVELDFMENT OF ABRICULTURAL POLICY IN THE AUSTRALIAN FEDERATTON

The first Farrer Mémnrial Uration was given in 1936 by the then Prime Minister,

the Rt. Hone J.A. Lyons.  Because the only economist who -has previously had the
opportunity of delivering this Oration was Sir John Crawford, in 1957, I regard

this, therefore, as = great honour.

Since the Farrer Memorial Oretion goes back to 1936, virtually everything worth

saying asbout William Farrer has\lnng since heen said. To me, = significant aspect

of Farrer!s work is that, by breeding "Federation" specifically for Australian
conditions, he highlighted the fact that Australia had to be preparea to do much af
its own agricultural research. Once Farrer had established fhat-mne'way of mitigating
the effacts of Australia's unzeliable climate was tﬁ develop & wheat more suited

to that climate, agricultural and veterinary scientists were encouraged to look for
Furfher mays‘uf helping the farmer. Later, economists, too, became interested in the
factors determining efficiency and profitability in apriculture and slso in the
implications for Australian trade of the wide fluctuations in production that .

result from the still unpredictable variations in our climate.

In this Oration I shall sketch in some of the backaround %o the formulation of
agricultural policy in Australia. Following some general comments shout agricultural
co~operation between States and Commonwealth, I shall deal briefly with policy

formulation and then gd' on to menticn the great advantages that Australia receives
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through co-operation 4n technical problems.
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In traversing ways in which the problems of some. key industries have been handled, I
I shall exemplify tHE kind af joing action which has been developed. My general
theme will be that, despite disagreements both between the States themselves and alsc
between States and Commonwealth, much hés been done to deal with the economic as well
as the ﬁechnical problems of agriéﬁlture. One or two areas will be identified in

which, in my judgement; grester efforts appear to be needed.

THE AUSTRALIAN AGRICULTURAL SCENE

Many of the difficulties in FTormulating agricultural'pniiuy in Australia arise from
the ;apidity with mhiéhrhuth physical and economic circumstances can change. s
NEVET knnﬁ what our climate will be from one season to the next. We seem still to
be some way from being sble to predict rainfall, let alone to augment it. I% is
Equaily difficult to predict the economic climate, partly becauge governments

are having a greater impact on economic affairs than they did a generation ago.
“Variations in exchange rates and in tariffs can guickly bring asbout a change in

the terms of itrade for Australia's primary products.

Mareover, it is the privilege of each Farmer te decide what he will produce. He can

be offered advice and incentives but he can seldem he given direct orders.

There 1s never likely to be any lack of agriculiural problems in Australia, whether
biological or economic. To go back no earlier than the 'twenties, there were serious
problems caused by misuse of much of our srable and grazing land. During the
'twenties and 'thirties, soil erosion became critical. Baoth grain yields and

stock carrying capacity fell sharply. It became necessary to pay attention to betfer

land use and over the years, big improvements have been achieved.
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Then there have always been innumerable economic’ problems. Meny arise from the
fact that, because of aur sméll population, the size of the Australlan dumesti:‘
market is limitede Our major agricultural industries depend heavily upon exports.
Yarious stabilisation and equalisation schemes have besn developed. Some, such

as those for the wheat and for the deirying industries, have become zn integral
part of the agricultural scenez. .

Most economic pruhlems affecting agriculifure involve much more sensitive politicai
considerations than do physical and biological problems. An alarm such as that
caused by the identification of s bluetongue virus in some of our cattle herds can
pose plenty of problems, both domestically and oveISEaS. Because, hawever, such
emergencies cut'right 80TOSS puliticai and economic boundaries, they may present less
difficult decisions tao Ministers than do economic policies which can be expected to

impair the Financial position of particulser. groups of producers.

Many attempts have been mede to reduce the impact on Australian Tarmers qf fluctusiiom
in seasuné and in world prices. However, it has never been easy‘tu find a basis
acceptable to =11 States. This is not surprising. With our vast areas and with the
greaf differences in socil types and in patterns of temperature and rainfall, a wide
range of agriﬂulturéi activities is to be ekpected. There are alsc significant |
historical differences To work out an Australian approach thab is not toa

unsatisfactory to all parties cen take time and patience.

AGRICULTURAL CO-DPERATION BETWEEN STATES AND COMMONWEALTH

The beginnings of regular, furmél consultations betwsen State and Enmmuhwealth
Governments on agricultural matters are to be found in the establishment in 1834 of
the Australian Agriculiural Council. and of the Standing Committee on Agriculture. The
Council is-a meeting of Ministers of Agriculture and the S5%anding Enmmitfee consists

of the neads of their departments with some other Enmmunmealth officials.
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There had been many earlier cases of co-operation hesween our Governments in coping
with agricultural problems but it was the World Depression which brought recognitiaon /7
of a need for formal and permanent machinery. Looking after farmers was and still

is basically a State responsibility but the need to find overseas markets brought in
the Commonwealih. The Agricultural Euuncil had hardly had time to settle down and

to develop its full potential priur‘%u the outbreak of UWorld Uar 2.

Economlc problems were of major significance in bringing abnﬁt %he establishment
of the Australian Agricultural Council but the profession of agricultural economics
scarcely existed in Australia prior to 1940 when Sir John Crawford was appointed
lecturer in agricultural ecuﬁumics in the Faculty af Agriculture at this University

following his return from the U.S5.A.

World War 2 saw tﬁe Commonwealth take additional powers in the sgricultural sphere
under the National Emergency Act. Moreever, the Commonwealth's financial DOWETS "WETe
'enhanced so -that 1t had resources to back up its new agficultural responsibilities.
In 1943, for the first time, there was a Commonwealth Department with the word

"Agriculture" in its title.

The War’ brought new agricultural prablems and exacerbated old ones. Some commodities,
such 2s weol and wheat, were in substantial surplus beczuse of leck of shipping.

On the other hand, particularly when war spread to the Pacific, it became necessary
to ingregse the production of many foods and the 1944/45 drought made even wheat

a scarce commoditye. - Specific allocations of scarce inputs were made and production
.gpals for major commodities were established which took account of the basic needs
both of the fighting forces and of the civilian population. Fertiliser, labour,

fuel and virtually everything else needed by farmers was rationed. The Agricultural
Council found itself required %o operate within broad decisions taken by the

Commonweslth (ralating; for example, to the sllocation of manpower) and frequently
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had to cope with severe constraints in determining how %o ensure that food needs were

met despite limited resources.

After Werlc War 2 the Commonwealth ng longer exercised its powers under the National
Emergency Act but it did retain its enhanced financial resources. Thus it has been
able to continue to take = range of agricultural initistives which would have been out

of the guestion without the ability %o command substantial resources to back them up.
Over the past thirty years many of the policy matters put to the Agricultural Council

hiave arisen from proposals by the Commonwealth.

POLICY FORMULATION AND IMPLEMENTATION.

There have been many suggestions that the nutrition of the under-nourished pecplz of
the world cauld be impruved.in a way which would also provide farmers with bigger

and more profitabls markets. Nevertheless, in many developing countries lack of
purchasing power continues 4o mean that thers are only limited markets for Australia
and for other food eXporterse Much of the histary of the furmulatiun of agricultural
policies, not only in Australia but also in other developed cauntrias, cantinueé to

be the history of problems posed by lack of enough.profitable overseas markehse.

Rgri:ultural'prnductinn in Australia is determined by several groups. There are the
producers themselves, who are free ta take many of their own decisions, State
ins?rumentalities which have.the broad responsibility for the genergl régulatian and
well-being of primary induétries, and Commanwealth instrumentalities which are involved
mainly because of their responsibility for fostering exports and the fact that they can
often command substantial financial resources. The Tarmer is free to make plans
provided they do not conflict with State regulatiﬁns concerning matters such as
diseases and pests of livestock and trops. States can implement poliecies that have

the general support of primary producers and which are consistent with the terms



of %he Commonwealth Consitivtion. For its part, the Commonwealth is scarcely in

a position to initigte an agricultural policy proposal without first securing the 2
full support of producers and of States. The normal ﬁhannel for discussions between
Governments is the Australian Agricultursl Council which meets a% least twice a”

yEaT.

Any action which would involve control over production needs either a referénce of
powers by States to the Commonwealth or complementary legislatian by States and
Enmmuﬁmealth. This tends to be the most difficult area in which to reach agreement.
Most of the responsibility for adﬁinistering agricultural policy must be left with State
authorities not only for legal reasons but alsa because in ‘most areas they =lone have
the detailed knowledge and the machinery needed for effective administration. It is
quite possible that State Minister may be a member of a Gavernment which is opposed to

a policy which is acceptable to zll other members of the Australian Agricultural. Souncil
In such circumstences all members of the Agricultural GCouncil may reasanably be
expected tq make a Further attempt at compromise. IFf that fails the choices

remaining are limited and they can he difficult.

Thus, implementatiaon of a cumplek and unpopular measure can ask a great dEgl of a
Minister and of his Government, particularly if that measure has to he formulated and
enforced in a hurry and if there is not enocugh time ta explain if thoroughly to the
peaple who 'will be affected. Consultztion and explanation are needed to bring about
understanding and agreement buk they may well require more time then can be made
available without impairing the value of the action that is planneds Timing can be

of the utmost importance.

The mast obvious responsibility of each State Minister for Agriculture is %o look afier
the interests of farmers in his own State. Take the case of the dairying industry.

It has not yet proved possible to develop a rational long-term Australian policy which
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is acceptable both to Victorim, which produces about 60 per cent of gll Australisls
milk and exports much of it in processed FTorm, and alsa to other States, some of
‘uhich either produce barely enough for their own needs or even have to import
quantities of eertain dairy pfuducts. Victorian dairy farmers receive a lower
average return than their counterparts in other mainland States and, fqr that

and other reasons, look abt proposals guite differently from producers in States

. which do not have a surplus.

TECHNICAL CO-OPERATION

Not everything has to be resolved by Ministers. Uften professional heads of
depaztments are able to persuade their Boveroments of the need fﬁr concerted action,.
For example, fhe growing concern sbout animal disease problems led State Directors-
General of Agriculture 4o press theif own Ministers to have the Commanweslth becumé
more setive in this field. Discussions continued for four years and, as =a consequence,
the Commonwealth Bureéu of Animal Health was established late in 197h.  If only hy
improving the machinery far consultation betueen Commonwealth and States in reaching
agreement on the approach te the eradication of existing animazl diseases and on ways
of coping with possible outhreaks of animal diseases or of minimising the llkellhnud
af such uutbreaks, this Bureau has slready more than vindicated the State pressure
that 1ed to its crestion. It May Seem surprising now that this Bureasu was not set

up a decade esmrlier.

Another example is to be found in the Co~ordinating Enmmitteg on Agricultural Chemicals
which keeps under comtinucus teview the need ta restrict or even to prohibit the use of
a particular chemical formulation which may seem capshle of offering some possible
danger to human health. This Committee has at times Found it necessary to make
recammendations which have posed problems for primary producers bui has succeeded

in making the need for its proposals plainly understood.
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Yet another example is to belfound in the inspection of primary products intended
fof export, As most of Australia's expﬁrt markets are in the northern hemispheré,
we are at a &isadvantage because of distance, Not only do we have to accept lower
pricés than we would obtain if-we were closer to markets so that freight costs
were lower but, in addition, we have to take great care to safeguard the quality
of our products on arrival aﬁ their destination, sometimes after a protracted
voyage. Indischarging this responsibility there iz close co-operation between
Commonwealth and States, Indeed, inspection of many commodities prior to export
is carried out by the States on behalf of the Commonwealth, The fact that all this
is hardly ever mentioned, despite the unobtrusive but extensive daiiy activity
that goes on, is yet another example of the Co-operation that exists at the workin

level. This ¢co-operation continues unabated even at times when there may be a

difference between Commonwealth and State Governments on a policy matter,

The economic importance of high and relizble standards for our exports cannot be
exaggerated. For example,-from 1969 to 1974, when there was a large world surplus
of wheat and prices were low, Australia was able to find new markeﬁs because our
wheat was cleaner and of a more reliable and more acceptable standard than the
wheat offered by competitors, soﬁetimes at even lower prices and on even more
attractive credit terms. Once having found these new markets_we have kept them,
partly by continuing to sell on credit but Iargely by ensuring that we have
consistently maintained and, indeed have steadily improved the quality standaras

which originally brought us the business,

4 striking example'is found in our meat trade. In May 1970, a long-rumning argumen
with the United States Department of Agriculiture about standards of hygiene

in our meatworks led finally to most Australian meatworks that were registered fm
export being taken off the American list of "approved" works. This means that we
were virtually exciuded from exporting meat to the U,S.A., and it could have
resolved in a permanently crippling blow to our trade, since the U.S.,A. was and

still is our largest and most profitable meat market.
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However by virtue of an enormous additiunai investment by the meatworks operators

and by substantial strengthening of inspection staffs, within a few months The

position was rectified. Indeed, during the.buyers! mafket that has existed for mast of
the past four years mé have had only occessional difficulties mifh the United States
Department of Agriculture, about standards of hygiene in our meatworks. One wonders

what might have happenéd to Australials meat export trade had the improvements

to our processing and handling not been.cnmplated before the beef price slump occurred.

We are, however, having to pay particulsr attention to chemical residues. The

U.S. Environment Protection Agency is taking what we regard as a narrow and unrealistic
attitude to the use of agricultural and veterinary chemicsls and to permitteﬁ levels

of chemical residues in foodsiuffs. It is threatening to impose restrictions which
could make it necessary to ban the use of & wide range of chemicals which, in the
warmer climates where much of the world's food is grown, are essential for reasmnahlé
control of insects and of many other pests as well as of planit diseases. The policies
being recommended by the U.5. Envirohment Frute:tiuﬁ Agency could result in = big
in:reasé in food losses both in the field and in storage with a consequent increase

in costs and, eventually, in prices to consumers.

There Haua heen some instances of -Australian meat exported to U.5.A. having been
found te contzin higher amounts of chemical residue than are legally permissible.

gy far fhe most serious case occurred gbout four years agn; Had it not been {or the
instant offer of co-gperation by the Directurwﬁeneral af Agriculture in New South
Wales who mounted a full investigation, Australia's reputation would have bean
prejudiced. As it was, the cause of the problem was rapidly identified snd Temoved.
This is an arsa in which a close énd continuous watch by all Governments will be

needed on a Tegular and permanent basis.

In countless other ways, Stetes and Commonwealth work together for the benefit of

agriculturs.
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The heavy and responsible daily tasks associsted both with animal guarantine and

with plant gquarantine are condusted very efficiently by State officers on the basis of
principles agreed upon between States and Commonwealth. These State officers have
many other responsibilities besides quarantine. I% would be wasteful of manpower if
the Dummunmealtﬁ appointed special guarantine officers who, for much of the time,
would have little to do and wha could not be expected to have the bresdth of technical

experience possessed by State officers who are able to benefit from g range of postings

in their own departments.

Rather than continue %3 deal with the subject in general terms, I shall now offer some.
examplés of ways in which the formulation of agricultural policy For.ﬂustralia as a
whole has been influenced by the need to try to give States scope to implemenf measures
so as to take reasgnable account of basic differences resulting from climzte and from
history. The approach to policy development has varied from industry to industry.

© 0OF the industries which I shall take as examples, the wool industry is the cutstanding
case of one in respect of which the responsibilitiss of States have so far been
relatively small. On the other hand, State Euvsrnmenté have heen heavily involved in
the farmulatiun of new approsches to indﬁétries with such widely different
characteristics as heef production and egg production. They have also played a vitgl
role in developing the zpproach toc the complex task of agricultural adjustment as well

55 1n cdping with ﬁhé full burden of administering the scheme.

RECENT POLICY FOR THE WOOL INDUSTRY

The Australian waol industry was for a8 long time marked by reluctance to take any
moves which might lead to Goverament control. Failure to agree on s number of
marketing proposals put forward during the 1950's and 1960%s stemmed Froom this
attitude. However, over the years growers came to reslise that some of the more
capricious variations in market prices could at least be mitigsted by concerted

action by the industry itaself,
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Following a report to the Commonweslth Government by 5ir John Crawford, the
Australian Wool Commission was set up in November 1970. It was possible $o move
guickly because there were no differences of caﬁseﬁuence between States‘and

also becauss the Stabes were not being asked either to provide finance or to agree
to the Commonweslth sssuming powers which were likely to be_uppnsed by substantial

grouUpSa

Originally, the basic function of the Commissiocn ﬁas to operate a flexible resazve
price (not, at that stage, a floor price). Early in 1971, the Commission was
authorised to hold a firm reserve arice or floor price and continued to da so
throughout- that year. There was also = deficiency payments scheme to ensure an average
return of 36 cenis per pound greasy from the bulk of the clip. Over 900,000 b;iés

of wosl were acquired by the Commission and, during the following year, 1972, these
were disposed of at a substantial profit. In Japuary 1973 the EDmmissiDnrand the

Australian Waol Board were améigamated to form the Australian Wool Corporation.

The Hustralién Wool Corporation began with satisfactory market conditions but, during
1974, prices fell again. The Duﬁmunuealth Envarﬁment authorised the Corporgtion io
implement a minimum reserve (floor) price scheme and set the floor at 23 cents per
kilogram clean scoured basis for 21 micron wool. On theip cwn initiative growers
camz forward and offered g levy of 5 per cent aof the gross value of wool sold and
agreed that this levy could, among othes things, be used to cover losses that might
be incurred by the Corporation in reselling stocks. This was a major factar in

persuading the Commonwealth to accept what was = potentially enormaus commitment.

The floor price was left unchanged in 1975/76 but was raised by 14 per cent for the
1976/77 season. Moreover, it was expressed an the basis of the average For the whole
clip and became 23L& cents per kilngraﬁ a5 compared with 206 cents in 1975/76.

The floor price was raised to 284 cents per kilogrem when the Australien Dallar was

devalued in November 1976 and to 298 cents per kilogram as from the beginmning of the

1978/79 season.
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There has ﬁeen little direet State Government involvement. (Let me add that whenever
co~operation has been needed if has immediately been fnrthcnﬁing). This is largely
because there has been no restrictiom on producticn and no home cunsumptidﬁ price
(Australisn consumption is too small for this to be worthwhile.) Growers have simply

received the market price or the reserve floor price, whichever has been the higher.

My own viém is that there may have béen same diszdvantagés to the wool industry
through the States not having been more closely involved. Wool industry leaders, who
are busy and devoted people, have found it difficult tu‘makeas much time as they
would have liked to keep their members fully informed sbout the situstion as it has
changed from time to time and alsc about future possibilities. It could have heen
useful to have made more use of State agricultural extension officers. While
formulatiun‘nfrpnlicy utgs simplified by the absence of need for detailed Btate
consultation, it might have been less difficﬁlt to keep growers informed of possible
developments hed regular use baen_made of the resources of State Departmenis of
Agriculture. There has been and there still is a great need %o make surze that wool
grOouETS understand what +the future may hold for them and what their msin choices
are. Such guestions as continuance of the lgyy and future marketing arrangements
raisé complex issues and are bound to-reguire careful explanation and discussion in

the next two or three years.

POLIGY FOR THE BEEF CATTLE INDUSTRY

Like the wool industry,,the-beef cattle industry has heen distinguished for its
independent attitude. If has had to live with enormous variations béth in pfibes-
and in seasonal conditions. Drought relief has been accepted, but only on the same
basis as by other primary industries. The industry has, until recent years, heen
prepared to forego the possibility of Government assistance in order to avoid the

pnssibility of' having to accept government regulatione.
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However, following the downsurn in beef cattle prices early in 1974, many beef
cattle producers were in acute difficulties. As g first step towards providing them
with further ocredit, an additional $20m was made availsble to the Commonwealth

Development Bank in December 1974.

1t soon was evident that many producers cuuid not afford $o service further loans at
commercial interest rates. Lazgely on the initiative of Queensland, the Commonuwealth
agreed in June 1975 to provide $19.6m an a dollar for dollar basis with the States,
5o0 that 1uans‘:0uld be made available to beef producers at a low interest rate,
(Durrentlg 4%). The GStates égreéd that more than half of these funds should go to
Queensland where the need was greatest and that there should also be = higheér loan

1imit in Queenslanda

. An important aspect of these low snterest loans was that the States were permitted to
exercise wide discretion. For example, it was left %o shem to determine what
canstituted s beef prﬁducer. The Commonwealth simply specified that the applicant
should get most of his income from beef cattle. Three States, including Queensland,
did not set any specific figure, while in the three States where a figure was
prescribed it varied between 50 per cent and 60 per cent of total gross income

goming from cattle production.

The bulk of the money was lent within a few months. However, demand, even for
the low interest funds, feel sharply after 12 months because, as the beef crisis

continued, most producers were.unable to service any additional borrowings.

The entire responsibility for examining requests for lLaans and also for collecting
interest and repayments has rested on State authorities. Because beei prices
were so low for so long, many producers had difficulties with repayments and this

entailed further compplications for the responsible bodies.
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These beef industry loans are an example of what can be daone when an effe:tlve

and Tlexible apprnanh is worked out between Commonwealth and States. Had the
arrangements not been based on a sound knowledge of the resl problems of preducers,
grave problems would have arisen because gattle prices remained low far over four
YEQTS. 'thhnugh'many producers haﬁe been ﬁnable to service loans fully, their cases
have been dealt with in a sympathetic but rationsl way which has been designed to
leave them as well placed as possible to take advantage of the opportunities which

8re now emerging.

GATTLE DISEASE ERRDIERTIDN_

As recently as 1970, each State had its own separate pragramme for the éuntrnl of

major diseases in céttlé, including T8 and brucellosis. The Chief Veterinary Officers
and the Directors-General of Agriculture in all States had recognised the advantage aof
developing an Australis-wide co-ordinated pragramme znd in 1970 persuadadlthe
Agriculturgl Couneil to adopt an cverall ARustralian -approach for which the. Commonwsalih
agreed to provide substantizl funds. A vital part of the agreement was thet, instead
of the Gommonwealth providing funds which would be based on the funds that each State
found from its own resources, Commonwealth funds were allocated on $he basis of the
disease position in each State and also of that Statels'ahility to step up the
eragdication prngramﬁe. Effective eradiciation by 1984 was the ohjective because it was
knnwﬁ that U.5.A, our largest beef customer, had a broadly similas ot jective, and that

Nets Zealand, a competitor, was already meking rapid pTOQress.

In 1972, this arrangement was taken Further when the Commonwsalth contribution became
greater than that of the S%ates. The following year the Commonuwealth introduced g

IS .
special levy to provide still more money and for the first time the owners of cattle
which were condemned on account of TB feceiveﬁ compensation from Commonweglth as well

as Tram State funds.

In 1576 compensaticn from Commonwsalth funds was granted to the owners of snimals which

were condemned because of brucellosis. The Prime Minister and the Premiers agreed
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that future allocations for the eradication of these diseases and for the

compensation of owners of affected animgls should ke a matter fer annual review and
recommendation by professional veterinary officers. Thus Ministers confirmed the
principle that finance would be available an the basis af the most Effectiﬁe use of
funds for Australia as @ whole even. if, in tte shart term, that might favour some State
atthe expense of others. Furthermare, the Commonwealih has now agreed 4o determine

P

its allocation well in advance of each financial year to permit the most effective

Ay

planning of eradication programmes.

POLICY FOR THE FRUITERDMINE_INDUSTRIESI

By the early 1970's, due %o a combinetion of circumstances, which included a declining
export trade and many unthrifty orchards, most aof Australia}s hnrti:ultufal industries
were chronically depressed. Commonwealth and States agreed that inefficient and
unprofitable urchards must go. There sesmed little prospect of increasing home
consumption of fruit, and export markets were shrinking and were offering unprofitable

prices.

The Commonwealth recognised that effective action would need expert knowledge of thé
horticulbtural industries and that this was pnsseésed only by State instrumentalities.
It was arranged, therefore, that the Commonwealih would find the funds of §3.8m

énd wouid leave the task of removing uneconomic archerds ta Ui;turia and Tasmania,

the only itwo States concerned.

Altogether, 14,553 acres of fruit trees were removed at a cost per zcre which proved

to be less‘than the Commonwealth had been prepared to pay. Compensation was related to
the profitability of the trees which were %D be removed. About one guarter of the
canning pear trees in Victorla and more than one third of the apple trees in

Tasmania were pulled. Moreover, although this was done at modest cost, the growers

affected agreed afterwards that they had been treated reasonably.
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Because Australian production of canned fruit is now only about 40 percent of what
it was a few years ago, had not substantial numbers of pear trees been removed, we
would have had enormous surpluses, Egually, the removal of varities of apples whic!
had lost their popularity on export markets dealt with what had become a severe
annual problem. This tree pull operation was a highly successful-ag¥icu1tufal ade-
Justment venture. It is an example of the way in which Siate instrumentalities can
conduct agricultural adjustment intelligently, rapidly and economically, once the
-general approach is agreed and finance is made available. The fact that the States
were not required to make a direct financial contribution probably made it easiex
to reach agreement on the basis of the scheme but did not lend to any lack of

effeciency in the operation.

PRODUCTION CONTROL IN THE EGG INDUSTRY

Good prices received by producers for eggs over several years up until the early
1960's led to a predictable result, namely higher production. This in turn brought
about lower prices and by 1967 producers were finding these unprofitable and in

some States were seeking controls, over production.

Pfoducers in Yestern Austrlia led this move, Howeter, the opposite view was taken
by one State which made it clear in January 1968 tﬁat, as a matter of principle,
it was not prepared to agree to any proposal which was designed to restrict the
production of a basic food. In addition, that Government indicated that it
considered there was already an excessive amount of government interference with
decisions taken by farmers and that in general it preferred to see variatioms in

production brought about by changes in price.

Notwithstanding this attitude, egg producers in other States continued to press for
controls and in Western Australia such controls were actually introduced in
November 1970. N.S.¥. followed in December 1971 and shortly afterwards the

objecting State announced a major enquiry into its own egs industry.
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rThe report of that enguiry, received in June 1972, favoured staitutory productiocn’
controls., The recommendation was accepted and in August 1972 the Australian
Agricultural Couneil unanimously agreed to production controls for eggs and the
Commonwealth agreed to provide fimancial assistancé towards the disposal of large
stocks of egg pulp which had accumulateds The A.C.T. was the last to bring in ‘
production control which began to operate there in December 1975, Altogether,
therefore, it needed nearly a decade-of discussion to achieve a national agreement
and the ¢ommonwealth took three years to bring the A.C.T. into line even after all

States were agreed.

THE AUSTRALIAN EXTENSION SERVICES GRANT

One important initiative taken by the Commonwealth in recent years was the
establishmgnt of the Austrlian ﬁﬁtension Services Grant, This began as a relative
ly small grsnt at a time when there was also a separate grant to the dairying
industry for extension supgort. Bowever, in 1962, the present Australian Extensio

Services Grant, which is now running at about $10m a year, was established.,

This was done largely because of the financial difficulties States were having in
raising agricultural services up to the level needed to help farmers to improve
their efficiency. Wisely, in my opinion, the Commonwealth decided to provide
funds to improve what was already being done by States rather than to attempt to
set up a new service under its own auspices. Moreover, the Commonwealth did not
seek to do more than agree on broad guidelines for the use of the funds it made

availahle.

The results have been outstanding., It has become poséible for the States to devély
their extension services in a way that would have been undreamed of prior to the
Grant. For the first time, as much emphasis is now being placed on the applicatior
of research as on undertaking new research. Farmers have benefited from an enormou

improvement in the standard of the advice that they can obtain on farm management

and farm economics.
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RURAL ADJUSTMENT

The Rural Reconstruction Scheme which, from the heg;nning of 1977, became known as
the Rural Adjustment Scheme, is another first-class example of responsibility having
been given %o States with very satisfactory results. ©Only general principles were
lald down Ey the Commonwealth.For the first.Five years the Commonweslth allowed the
States g liberal margin Tor the Cust_DF administration and for possible bad debits.

This was trimmed down aé from the beginning Df.1977, but was left at a figure which

was clearly adeguate on the basis of the experience of the previous six years.

The basic purposes of the Hurai Reconstruetion Scheme was to straighien ocut the
position of thaoss farmers wha, thuﬁgh in difficuliies hecause of low prices for their
products, were basically efficient and located in reasonably favourable areas.
The Scheme maé not intended %o keep on the land people whao ﬁere unlikely to be viable

except in years when seasens and prices were sbove average.

In its early years the Scheme was aimzd malnly at the.sheep industry and at the grain
industry but later was broadened. In the early stages, deb% reconstruction was i%s
most impu?tant aspect and in the Firsf five years ahsurbedlmure than half the funds
ﬁade gvallable. This was. because meny farmers had a reasonable chance of viability
once thelr debt structure had been reviewed and a substantial amount had been written
offe Theée was often scope for more positive measures such as farm build-up and

farm improvement when the debt position had been alleviated. To do all this meant that
State authorities had to exercise discretion based on detailed kanledga of both the
capacity of the farmer and the records of the district in which his operation was béing

conducted.

During the past 18 months, there has been a big demand Tor farm build-up which has
accounted for more than half the toial amount approved. DOesbt adjustment has now

fallen to a little more than one gquarter of the total funds heing approved. This
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change of emphasis within the general rural adjuétment policy has varied from
State to State and the Commonwealth has accepted thet the best long-term results

will be achieved by giving States this latitude.

The States have, over a period of more than seven years, augmented their existing bedy
.nf experiesnce in this field of edjustment. Right from the uufset, many aspects of
policy have differed from State to State. ALl States receive the same financiasl
.treatment from the Commonwealth znd are free to vary their own arrangements as they
deem most appropriate to their own agricultural circumstznces. The risks are carried

by the State authorities.

SOME REFLECTIONS

Anyone who has persevered this far in reading this essay must be wondering by now why ,
if in fact the general agricultural policy scene is as satisfactory as I imply, it
was worth while to deal with this fopic st all. I propose, therefore, to indicate some

areas in which further thought abave policy Tormulation appears to be needed.

In the agriculfural field many things are done well znd many others fairly well.
In technical areas, especially, agricultural co-operation between States and

Commonealth is extensive and slmost uniformly excellent.
On %the other hand, although I do not favour any sweeping approach to change and, in
particular, I would not argue for wider Commonwealth pouers in agriculture, there is

evidence that some aspects of policy waking could, with advantage, be re-examined,

GANSTRAINTS ARISING FROM THE AUSTRALIAN FEDERAL SYSTEM

The development and the implementation of an agricultural policy can be simpler and
guicker in the exceptional case where State instrumentalities da not have to

be consulted in detail. Because of the Australian Consitituion, this is seldom

possible. The wool indusiry is the only major primary industry in respect of which
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so far, detailed consultation has not been needed. State authorities have of course,
been kept informed of policy developments through the Australian Agricultural

Council and in other ways.

Apart from the fact that the h35in responsibility for agriculivure lies with State
Governments, it is alsoc true that, exnep% for 'a few groups, including the GSIRO,

the Bureau of ﬂgriculturél Economics and the Bureau of Animal Health, it iz Staie,
not Lammonwealith, instrumentslities which possess most of the expertise in‘
agriculturgl matters. ALL Statés have large and well-trained professional staffs
which sre familiar with regional and laocal canditions and can help to formulate g
realistic policy and to apply it flexibly. Most new policies are developed znd must.
changes in existing policies are made when a crisis is at hande It would be too
much to Expécﬁ any major alteration in this praﬁtice. Just coping with the virtuaslly

inescapable takes up much of the time of all Governmenis.

Divergence af viewpoint between Etateé on key agricultueral issues must =t times hbe
expected and by ne means only for politicel ressons. The real and major differences
that exist between the agricultural situation in different parts of Australia are
quite sufficiént in themselves to raise thorny issues, even without problems that may

arise from difTferent politicel philosophiles.

I hope that some of my examples have shown that co-operation between States and
Commonwealth can work well. There are imporbtant instances in which it has worked
extremely well. The willingness of States to scknowledge that needs among themselves
may differ is exemplified hy many circumstances such és the way in which they have
been prepared to deal with the beef industry and with the herticulitural industry and
the way in which they have undeftaken complax =nd long-term programmes required under
the Rural Adjustment Scheme. Furthermare, that the States will co-operate

whole-heartedly with the GCommonuwealth
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in a crisis was demanstrated by the control of wheat deliveries which was

exercised betwesn 1969 znd 4973,

With weil an to 100,000 wheat farmers, each of whom had to be allocated a delivery. guota
the States were confronted with an enormous task which had o be campleted in a mattér
aof months. There were many special cases fn be dealt with and the wide range of pleas
of hardship was hard to handle. Not guarybndy was satisfied with the final decisiaon

in his own case but, considering the speed with which the operation had to he carfied
out and the size of the cut in wheat deliveries which had to be achieved, it was &

remarkably successful exercise.

In the past, the biggest difficulties have arisen sither when economic differences
bhetween Sﬁates-haue been very great or when ideological differences have become
important. Much af fhe long argument about the most sgtisfactory approach to.
adjustment in the dairying industry has been due to the importance of that industzy to
Victoria and to Tasmqnia, coupled with the fact that in other States siénifi:ant |
adjustments sre still taking ﬁlace. There was a stage ét which it seemed that the
GCommonwealth would have the unsaztisfactory choice of supporting an approach des}red by
g majority of the States or an appfna:h sought by a majority of dairy farmers (those
in Victoria and Tasmania). Fartunately, a compromise - at least far 1978/79 wes
reached. ° With some improvement in markets for dalry products there may rext year be

more scope for arriving at an acceptable long~term arrangement.

Sometimes situations have drifted a long way before agreement has heen achieved on the
need for production control. The fact that For marny years ONE government

expressed strong idéulugiual objections te further government intervention in
agriculture undoubtedly contributed to diffisuliies thei now exist in the grape

industry as well as in the egg industry,



22

Willingness to consider some form of Government control at an earlier stage would

have helped to avoid ggme overproduction problems which are now plaguing us. OCnce

- farmers have put their money - and their bankers! money - intn an industry it hecaomes
difficul® and painful to take action which is almost certain to maké those investments

less profitable thah have heen eXpresseda. ,

i

Because agricultural forecasting 1s s0 -hazardous, it is understandable that Ministers
give themselves as much time as possible fo formulate a new policy a0t seldom take a
decisian earlier than is strictly necessarye. They try to allow time for careful
examination of all relevant issues and for prepargtion of the best pussiblé vorecast of
future trends. On the other hand, by delaying s decision the range of choices can be
narrowed. Spmetimes some aof the nationzlly more attractive options can draw opposition
if farmers have gone on making plans and investments on the assumption that delay in
announcing g policy may mean that no change ié contemplated. As agriculture hecnﬁes
mﬁre capitel intensive, the need to oive farmers the longest possible period of

warning of an impending change becomes of Qrowing importance.

At the same time some of the sharp and significant differences of viewpoint whicgh kave
had to be resovlved in connection with matters such as Rural Adjustment and the future
of the dairying industry have emphasised how much time can be needed far aﬁalysis and
discussién when key issues of deep political significance have to he resolveds  Much
can depend on the Bffectiﬁeness With which producers have been srought o understznd
the need for and the advantages of a new policy. Therefore to allow time for analysis
of the implications of the main choices open to government and still leave adequate
time after that to have producers adequataly informed, requires that Ministers and

their officiasls look well ahead.
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Collaboratiocn between State and Commonwealth agricultural officials ig excellent.
There is an Extensiﬁe comnittee system and, although there gan be differences of
professional viewpoint, these differences are resolved ocutside politics. Officers
go out of their way to understand the prubléms of other States and to loak for
compromises. ;Ministers can he cenfident that the recnmmendatiuns that theg finally

recelive have been examined from every. point of vieuw,

Because of the heavy and incressing demands made on Ministers it ig important to try
to limit the number of issues that they are expected to resplve so that they can
concentrate on the mast vital. Good staff work™can help here but when any major
;ndustry is affected adversely, the matter will nearly always have %o be resclved ai

the political level.

NATURE AND RATE OF CHANGE

When the need {or a change of policy is agreed, care has to be taken not to let that
change occur &% a rate uhicﬁ might lead to serious industrial and social disturbances.
Farmers, liké gll other people, need time to aEBDTb and to accept the need for change.
Same‘ratiunalisatiun of all our primary industries is taking plece constanily under
technical and economic pressures. The obvious example is afiorded by the dairying
industry where the number of dairy farmers has declined dramatically in the last 20
years; in Queensland, far example, the number has fall?n from 16,100 in 1960 to 4,200
in 1877, mh;le in N.5.W. the number has fallen from 14,870 to 4,408, Prior to World

War 2, milk production was at about the same level in Queensland, N.S5.0. and Yictoria,

but now Victoria accounts for 60 per cent of Australiats total milk production.

There can be circumsiances in which chanoe might usefully be hastened by government

action, provided there are appropriate finsncial and sociclogical measures to control

its impact. Such measures have, since 419771, been taken through the Rural Adjustment
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Scheme. This Scheme is reviewed annually so that not only are the financial
provisions made by the Commonwealth kept in line with needs, but also the overall

impact on the rural population is watched closelye.

As shown by the exampls of the dairying inﬁustry, much of the change which is being
encouraged and Tacilitated by the Rural Adjustment Scheme would probsbly have ocourred
even wi%haut it. There is no duubt,“fhuugh, that there would have been greater economi
inss ant a lot more stress an individuals, many of whom would have hed little =siter-

native but to leave thelr propsrties without compensation and to try to make s new

life in a strange environment with 1ittle training and with even less capital.

The limited mobility of labour, which is a featurs of secondary and tertiary as well
as of primary industries, causes many prohlems throegh people being reluctant tn-muve
gither from one industry to another er from one fegian to another, even when there
gre clear economic advantagese. For primary producers, reluctance to move is usually
aggravated by the problem of trying to dispose of a property at a time of econamic

depression.

Although some useful studies have been made, it would be helpful beth to officials and
to Ministers if much more were krnown sboubt the social impact an farmers of existing
legislaéinn and of current Ecunami; trends as well as about the reasons for their
lack of mobility. Some additionzsl information sbout the age distribution of farmers

would alone provide a useful bgsis for forecasts of some possible future changes.

The real cos%s of change can be heavy. They may often be hard to assess but State
Governments have g better chance than does the Commonweslth of being sware of them

and of being able %o formulate proposals for mitigating them.

Notwithstanding all the activities of offieclsls and Ministers, there is g Dﬁntinuing

need for producers to do what they can to help themselves. There is, indeed, pleniy of
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evidence that producers are guite willing to help thémselves, gven when their

incomes are low. This is exemplified by the heavy levy borne now for seversl years

by the wool industry, not only for market support but aisc for research and

promotion. It is exemplified also Dy the étabilisétion scheme to which the wheat
industry has contributed ﬁBDm. Unfnrtunately, it ig not easy for most producers to keep
in touch with all the relevent facis ahout their, own industry. Further Educatlnnal
programmes, such as those offered by ﬁ;e ABGC, could bring producers more closely in
touch with changes in markets and with advances in technigques. There would appeér to

be scope here for marketing boards, producer QTOURS and Departments of Agriculture to

" do a good deal more. The main problem would be %o provide the funds.

THE NATURE AND AMOUNT OF GOVERNMENT CONTROL 0F AGRICULTURE.

fs mentioned in some of the examples given esrlier in this paper, there hsve been times
when governments have been opposed to faking action which seemed to-bz in the interests
of a majority DF producers, partly Decause such action could have appeared to be
ggainst the 1nterest of consumers. Contzol of the pruductlnn of eogs was such @ Gases
It was in some reépects different from the control of deliveries of wheat hecause there
is g home consumption price for wheat thch ensures that curtailment of production

would nat result in higher prices to consumers.

Gﬁnsumers are not & well-organised or homogeneous groufe Moreover, on the side of the
prndu:erris the fact that he has a large investment in his enterprise. 1t becomss a
matter of Tine judgement to decide uhat is the most appropriate course %o adupt mhenr
an industry is experiencing over-production. It 1is usuglly hard to determine whether
g trend either in supply or in demand is likely to prove temparary Or permanent. When
there gre choices of action there can he plenty of room for disagreement. Often

no economically viable alternative to the existing unsatisfasctory situation is in sight

go that rural adjustment may seem to pe the only course.
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I+ has to be sccepted that it is hardly ever possible to foresee all the implications
of any proposed government measure. This is partly because there are so ‘many factors
to gssess and to teke into account but also because the gssessment of those factors may
have %o be revised frequently. I well remember that in 1970 it was decided that, to
avoid substantisl over-supply, milk pruductiuﬁ would have to be resiricted in Victoria
and Tasmania. Those two States agreed to a bht but it had scar:ély been enf'orced when
seasanal conditions became so adverse What the plan was druppgd. Such an experience
strengthens the position of those who arge egainst production controls and makes

Ministers reluctant o0 consider controls unless the case is overwhelminge.

Becguse Australia®s approsch to agricultural policy formulstion can look slow and
cumhersamg it has been argued that greater cenﬁrai control of policy would lead to mﬁrq
efficient arrangements. It is true that the fewer people invelved and the less need
for consultation, the better the possibility of reacting guickly to crises. However,
it is vital to mske sure that producers understand what is intended and what the
results of cheange are likely to be. I find it hard to imagine that the situation

would be improved if more extensive powers were given to the Bummnnmeaith.

Superficiglly, 1t is attractive to envisage being in g pnsitinn to formulate = policy
which could be applied uniformly throughouk Australia with a minimum of exceptions. The
aﬁparent simplicity and equélity of such @ policy would, however, be misleading.

There is too much_diversity in'Rusfralian agriculture for such sn approach to o=

feasibles

Consultation is an integral part of democracy and in agricultural mabters Australia's
Federal Constitution makes consultation mendatory. Short of dupliceting at Commonweslth
level staffing and facilities already firmly and extensively estahliéhed in State
bodies, there seems %o be nc option but to persevere with and to improve the present
system. Even if it had the necessary legal powers it is hard to imagine how the

" Commonwesalth would find it possible to formulate and adiminister a centrally conceived

sgricultural policy whiqh would be capable of ceping with Australigrg wide range
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of circumstances. In my judgement, the wbul industry seems to offer an example of the
gifficulty of providing a full substitute for the sgricultural advisory Expertise'mhich

undoubtedly resides in State bodies.

THE AUSTRALIAN AGRICULTURAL COUNCIL.

The Australian Agricultural Douncil has existed far only 44 years and relatively feu
Ministers have remained members of it for lengthy periods. Despite thaf, it has made
progress towards estahliéhing g tradition of looking at issues from an Australian
viswpoint. That it has not been entirely suceessful should not be considered surprising,

if only because of the diversity and complexity and the political sensitivity of the

problems with which it has had to deal.

A State Minister!s first responsibility is to his own farmers and to his ouwn Government.
There can, therefore, be ococassions En which he méy be pnnfrunted with cenflicting
.1oyalties when the Agricultural Council is tzying to %Drmulate a nationgl agricultursl
policy which will serve the best interests of Australia as a whole. The reconciliation of
differences is bound to meah delay and this in turn cen result in building up even
stronger resistsnce to change if farmgrs make additional commitments while the matter )
“is still heing examined. It might be helpful if, at mufe frequent intervals than is
now usual, M}nisters were mble ko make an opporitunity to tell farmers why thay must e%pect
some time to be neéded in order to find a national compromise. Mare time could usefully
be devnted to explaining dispassionately the main difficulties and the principal choices
that seem to be availahle. Ministers are already stretched to the limit and would
need further support o do these things. The cost would, however, be well justified if it
led to greater producer understending and thus less uninformed resistance to change that

ig in the national -interest.

No human institution is perfect and the Australian Agricultural Council has its share of
defects. However, much would be lost 1f for any Teason Ministers were not willing ic

meke special efforts ta build up the Council as the supreme institufion for the
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sormulation of Australiats national agricultural policies. It will always be tempting
to put forwgrd what may appear to be compelling reasons for a particular étate to
depart from the views of the majority. For example, not many years ago one State
government departed from an agreement abéut thebasis on which quotas for the production
of margarine would be determined. " This agreement had held for nearly a yuarter of a
century, or for more than half the period that the Agricultural Gounéii had been in
existence. There may have been strong reasons why that State desired to move
away from the basis previously agreed. However, the way in_which the change was
brought about exacerbated changes in dairying industry in one or two other States which
would have been painful enough even with more time. :More importantly,'it went against
the tvadition that the Australian Agricultural Council exists to work out and to

implement policies which will serve the best interests of Australia as a whole.

Eecently there has been some public criticism by one State Minister of the role of the
Australian Agriculiural Council. There can be no doubt about the right of Ministers ic
express critical views, especially constructively critical views at meetings of their
o&n Council. These meetings are not open. to the press or to the public. If, however,
the préctice of'public criticism were to be adopted‘by members of thé Council it would
hardly be surprising if the Council were to decline in siénificance. The effective
and close relationships that exist between State and Commonwealth officials can go a
long way towards helping Ministers to find national approaches and to considexr how
policies‘can be formulated and publicised in a way which will lead to understanding
and acceptance by producers, This, however, does nbt obviate the need for Ministers
theméelves to sct with temperance and judgement and with careful regard to the iuture

even though there is no doubt that they may often be subject to great provocation.

T do not underestimate the gifficulties confronting Ministers in the many delicate
and complex issues which come before them. Ve cannot, however, afford to abandon the
idea of working towards an overall Australian national approach to the development of

agricultural programmes. The need for the Commonwealth to give clearly thought out

leads and to plan well ahead so that there is ample time for discussion, seems evident
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It ig significant that the Buropean BEconomic Community, which comprises nine autonomous
countries, sach with its own language and each with its oma traditione stretching back
for centuries, decided right at the outset that it was necessary toi adopt a Common
Agricultural Policy notwithsbanding considerable criticism, not only from the rest of
the world, but also .from gome of its own member countries. However great the
difficulties of reconciling the views of producers in the seven States of Australia,
thoge difficulties must surely be less than the gifficulties of reaching agreement
ameng ¢ounitries with histories and backgrounds as diverse as those of France, Germany,
italy and Great Britain. And if the E.E.C. az ecenomically powerful as it is, felt id
imperative to have a Common Agricultural Policy, it seems likely that Augiralia, which
depends so0 heavily on export markets, might have an even greater need for a2 unified

approach to its agricultural industries.

CONCLUSION

If I had to find a sentence or two to sum up the ground that I -have traversed in this
essay, I s_hould begin by emphasising that much has been accomplished already towards
developing a national Aﬁatralia.n approach to agriculture. But I should also stress that
Australia is at en increasing disadvantage without a national egricultural policy end
that, unless it proves possible for State and Commonwealth Ministers to show as much
determination in dealing with economic issues as in co-operating in solving technieal

problems, progress will be halting and limited.

It could scarcely be expected that improvements in policy making machinery should come
rapidly or easily. The issues are too important and often of too long standing for that
to be likely. There are bound to be occasions when pregsures on State Ministers will
meke it hard for them to place Australian infterest shead of those of their own State
and when the Commonwealth for its part may find it Just as hard to identify the flexible
approach that such circumstances will require. Moreover, I see a need for greater
attention being paid to helping producers to understand the kinds of change wi‘bh_ which

they may be confronted and the principal choices which are likely to be available.
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Such a step should, in the long term, offer prospect of reducing somewhat, the many
pressures which come to Ministers from sectional inteﬁest. This, in turn, could be
expected to clear the way for a brosder and more objective consideration of national
agricultural policies designed to provide the besh compromise between the interesis
of Australian farmers and of Australian consumers. No less importantly, it should
provide the greatest possible encouragement of efficient production of commodities in

which Australia commands some comparative advantagé.
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