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Disposal of Food Surpluses

As long as a productcan be exported atprices higher than, or at least equal
to, those obtainable inthe domestic market, notmuch is usually heard of "surpluses’.
As soon as the net realisation on exports drops below that obtainable from domestic
sales, however, there is immediate concern about "surpluses”. Especially in a
country suchas South Africa, where large sections of the populationcan do with more
food, these exports at so-called "losses" are from time to time subjected to close
Scrutiny. People ask why the prices of these products are not reduced in order to
€ncourage increased domestic consumption; or insist that at least a portion of the
"surpluses" should be made available at reduced prices to those who are in need
thereof but who cannot afford the cost at the normal prices.

Where nrices are relied upon for the regulation of production and distribu-
tion - and in South Africa this is to a large extent still the case - it must be conce-
ded that, also inrespect of agricultural products for which price stabilisation schemes
have been instituted, price as a regulatory factor cannot be disregarded without
disadvantage. Under a system of price control there will naturally be an element
of tardiness in the adjustment of prices. In the administration of control schemes,
however, care has always been taken to guard againstrigid price policies and adjust-
mnents in prices are in fact made when circumstances demand it.

On the other hand, a policy of price stability, if it is to mean anything,
implies that in the process of price formation a free play of supply and demand is
not always permitted. From this it follows that, at the controlled prices,
"surpluses" or "shortages" of a particular product may at times occur. The matter
is also complicated by the fact that for various reasons the efficacy of price adjust-
Inents to preserve or re-establish the balance between supply and demand are relative -
ly limited in the case of most foodstuffs. It is already well known that the demand
for food is normally highly inelastic to prices. The impact of this phenomenon is
accentuated by the rigid elements of transport, processing and distribution costs,
Wwhich represent a high percentage of the consumers' price of food.

Due to the biological nature of agricultural production, adjustments on the
Supply-side also tend to be tardy. This is especially true of the major products.
For instance, the volume of production of maize, meatand dairy products is so large
that the possibility of a change-over from these to minor products (and conversely)
On a sufficiently.large scale to be effective, is necessarily limited in practice. In
Such circumstances the price adjustments required, if they are to be effective, tend
to be of such magnitude that they might prove disastrous to the industry concerned -

hot only from a social point of view but also with regard to the conservation of the
soil,




The problem of "surpluses™ is, moreover, not confined to South Africa only.
Because of the policy of high protection for agriculture in most of the developed
countries, and the concomitant stimulation of production, "surpluses' have virtually
become a world problem. Adjustments which maybe undertakenby any single country
can hardly affect the position noticeably. As a matter of fact, in the case of many
products one can now hardly speak of a world market - in most developed countries
the producers' prices of a whole range of products are kept at levels which are
considerably higher than those obtainable in international trade. In many cases it
would be impracticable to attempt to adjust to these levels - it would simply paralyse
certain agricultural industries.

An alternative possibility, which is constantly receiving attention, is to find
additional outlets internally at subsidised prices. Although much can be said in
favour of this idea, it is important to realise that the possibilities in this direction
are also not unlimited. For thesuccess of subsidised internal outlets for surpluses,
arrangements have to be made which effectively prevent people from replacing their
normal purchases of the product with purchases at the subsidised price, or the sub-
sidised product from finding its way back to the normal outlets. Although a two-
price system is practicable in a few cases, it usuallyinvolves elaborate arrangements
which make it a costly procedure. Currently a more simplified procedure is being
followed in respect of butter and potatoes, whereby only certain grades of these pro-
ducts are made available, at special prices, in certain residential areas or to cer-
tain approved institutions.

While there is, therefore, no ready solution to the problem of "surpluses"”
it remains all the more necessary to persevere systematically with efforts to im-
prove the internal marketing and to increase demand, and also in so far as it may
be necessary or unavoidable, to gradually adjust producers ' prices in aneffort to bring
about a closer relationship between production and consumption.

The tempo of development inevery direction inSouth Africa will undoubtedly
continue to contribute towards the expansion of the domestic market. Meanwhile,
the control boards are alsoconstantly endeavouring, by means of publicity and guidance
to consumers, to promote increased consumption of agricultural products.




