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GROUP 1 (d). PRICE AND INCOME POLICY 
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It was pointed out that the average reward of resources in agri
culture is lower than in other important sectors of the economy. The 
reason is that agriculture, traditionally the main economic occupation, 
experiences difficulties in adjusting itself to changing circumstances. 
The process of adjustment can be accelerated by the creation of 
investment opportunities outside agriculture, but the indications are 
that the so-called 'income gap' is not likely to be closed in most 
countries. 

Full parity of incomes in the agricultural and the non-agricultural 
sectors was not seen by the Group as a practical goal, for the reason that 
the necessary reallocation of resources in a growing economy would 
be seriously inhibited; this applies in particular to the shift of labour 
from the land. Limited financial assistance to farmers who lag behind 
may, however, be justified on social grounds. Income support with a 
view to keeping potentially viable farms in production was considered 
a desirable measure. In this connexion several instruments designed 
to increase the rewards to agricultural resources were discussed. 
Investment in human resources to increase efficiency and mobility, 
and improvements in the structural framework of agriculture can be 
expected to have a beneficial effect in the long run; the subsidizing of 
inputs and the administering of price supports are short-term possi
bilities which unfortunately tend to outlast their usefulness. 

During the Depression of the thirties widespread dissatisfaction 
was felt with the free market price as a factor determining the level of 
farm income. Price supports were considered a relatively convenient 
method for reaching certain income objectives. This way of thinking 
led to government interventions in the chain of transactions linking 
producers and consumers. A large variety of devices was applied, 
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ranging from marketing boards for farm products to schemes for state 
storage and direct price subsidies. The drive to support producer 
prices resulted also in measures taken at the frontiers-such as import 
quotas, variable levies and export subsidies. 

From the experience in different countries it would appear that 
advanced countries, where agriculture constitutes a small percentage 
of GNP, are in a position to maintain price supports in respect of 
their agricultural products. Some of these countries have, however, 
become increasingly concerned about the rising costs of support 
programmes. Developing countries, especially those exporting a large 
proportion of their agricultural output, or of certain products, often 
experience difficulties in supporting prices owing to lack of finance, 
inadequate storage facilities and inexperienced administration. 

It was emphasized by the Discussion Group that price policy can 
play an important role in stabilizing prices of agricultural commodities, 
much to the benefit of the farming community. Forward prices 
greatly assist the farmers in making the right production decisions. 
It was further observed that by a judicious price policy some guidance 
can be given which would lead to a more profitable choice of crops, or 
to an improvement in the quality of production, to the benefit of 
farmers' incomes. 

In the fixing of prices the supply and demand position, both 
national and international, should be taken into account in order to 
avoid distortions in the economic pattern of production. 

On the other hand, the Discussion Group appeared highly critical of 
the use of price supports as a major instrument for raising the level 
of farmers' income. Price supports tend to perpetuate a mal-allocation 
of resources which could more profitably be distributed within 
agriculture or between agriculture and the rest of the economy. 
Moreover, price supports favour the larger, more efficient, farmers 
while little is achieved in the way of helping the majority of the smaller, 
less efficient, ones and the subsistence farmers. The disparities exist
ing within agriculture may thus be increased. 

It was therefore felt that income support should rather be given by 
other means of which structural reforms, such as increasing the size 
of farms and the consolidation of holdings, were especially recom
mended. 

The Discussion Group viewed with concern the fact that, because of 
trade barriers and domestic price supports, the world market is no 
longer instrumental towards achieving a better international allocation 
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of agricultural resources. The efforts of a number of developing 
countries to earn foreign exchange for financing further progress have 
been impeded by depressed world market prices for which high 
support prices in some countries can, at least in part, be held respon
sible. This shortcoming has been alleviated to a certain extent by 
special export programmes. 

The Discussion Group wished to draw attention to the income 
disparities which exist within agriculture. Agricultural economists 
should be more concerned with the problem of a satisfactory dis
tribution of income in agriculture and the need for collecting reliable 
data relating to this matter. When more research has been done 
in this field it may become possible to devise appropriate measures, 
such as the structural reforms mentioned earlier, to alleviate present 
hardships. 
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