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INTRODUCTION.

For many years past the growing importance of supplies in the conduet of war has been gaining
increasing recognition.  The Supply Organization has come to be acknowledged as the fourth arm
of the (lef'en(“, services.,  Modern war engages the whole nation, and while one part of the nation’s
resources of plant, machinery, men, and materials is called upon to help directly the operations of the
fighting forces, the other part must merease production of requirements to maintain both the eivil
life of ‘rho nation and the export trade, the latter to provide credit for the purchase of essential
imports. Hence of recent years a new science has arisen, sometimes termed *“ mdustrial mobilization >
that is, planning in peace for the conduct of the life of the nation in war.

So far as New Zealand is concerned, the Supply Organization which has come into being in this
war was under consideration by sub- commitbees of the New Zealand Committee of Imperial Defence
as early as 1933.  Following upon the establishment of the Orgaunization for National Sccurity, the
National Supply Committee was appointed later and various sub-committees were set up to investigate
speeific problems of supply, in the widest sense of the termy, in war.  In 1937 it was evident that
little further progress could be made until 4 comprehensive survey was undertaken of industrial
requirements, and accordingly a questionnaire was prepared and circulated to all major factories in
the Dominion.  The replies to the questionnaire were classified and tabulated, and a special stafl was
employed whose duty it has been to maintain constant contact with industry, encouraging manulacturers
to experiment with local sabstitutes for imported items, and to maimtain adequate reserve stocks of
essential materials.

Owing to New Zealand's position as o primary-producing country the problems of supply in war
differ consider rably from those generally accepted overseas.  Whereas the fivst problem in most
countries would be the supply of food and the evolution of rationing schemes 5o as to conserve what
stocks were available, we in New Zealand, fortunately, are not facod with this problem, but in its
place we have the problem ol the m\pa.nsmn ol production of essential foodstulls for (freat Britain.
This question involves consideration of cool-storage facilities, shipping arrangements, &c., and all
these matters until the outbreak of war were the concern of the National Supply Committee.

At the time of the Munich crisis in September, 1938, considerable progress had been made
certain surveys had been conducted and recommendations finalized ; rescarch into specific matters
had been completed, and in some cases deaft regulations had been prepared for the control and
rationing of supplies In time of war. From the time of the Munich crisis, however, considerable
Impetus was given to the Supply Organization.  The Department of Industries and Commerce,
which had up to that time been represented on all the supply committees of the ()r';:animtion for
National Security, was given the responsibility of organizing and co-ordinating a much wider and
more detailed investigation of supply problems than had up to that time been attempted. A much
more detailed questionnaire than that used in 1937 was prepared and addressed to spe(:iﬁ(: mdustries.
A very much better response from the conunercial community was evident, and this information was
duly scheduled and tabulated.
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The following list of committees will indicate the scope of the investigations into supply matters
which was commenced in September, 1938 :

Price-control.

Overseas Trade.

Standards.

Secondary Industries—
Factory-production.
Building-production.
Mining-production.
Timber-production.
Transport Industry.
Kiectrical Power.

Primary Industries—
Dairy Industry.
Meat Industry.
Frait Industry.
Wool Industry.
Refrigeration and Storage.

Commoditics
Oil Fuel.

Sugar.

Wheat and Flour.
Foodstuffs.
Medical Supplics.

As Chairman of the National Supply Committee since its establishment, I, as Minister of
Industries and Commerce, have been in close touch with the action taken to investigate and study
the Dominion’s problem of supply in war and desire to express my appreciation of the application
and industry of the many persons who comprised the various sub-committees of the Supply Organiza-
tion not only during the time of the Munich erigis, but in the months which ensued hefore war
broke out. The regulations which were gazetted immediately on the outbreak of war, and the very
prompt action taken in connection with certain supply matters, have undoubtedly heen of the
greatest value to our country.

From the foregoing it can now be appreciated that many months of careful planning had heen
involved, and ample consideration and reconsideration had been given to the legislation which was
introduced immediately on the outbreak of war.  The scheme for supply control had in fact been
completed in readiness for action a year before war broke out, but during that twelve months every
effort was made to perfect and revise all proposed action, to complete the surveys of national
requirements of essential commodities, and to arrange for the purchase and storage of emergency
reserves.

PACIFIC DEFENCE CONFERENCE. s

Representatives of the Supply Organization in New Zealand were present b the Pacific Defence
fonference, and, with the Supply representatives of Britain and Australia, formed a Supply Committee
under my chairmanship as Minister of Industries and Commerce. Opportunity was taken for a full
discussion of supply problems of the Empire, and the report of the Committee contained recommenda-
tions for further action with supply problems and for the closest liaison with supply anthorities
overseas. In the fow months which elapsed between the Defence Conference and the outbreak of war
definite steps were taken to implement the recommendations of the Pacific Defence Conference.

RESERVE STOCKS OT ESSENTIAL COMMODITLES.

Immediately following the Pacific Defence Conference arrangements were made to establish
reserve stocks of essential commodities. The majority of these stocks were carried by manufacturers
at their own expense, hut in some cases linancial assistance was made available by the Government,
and in some instances the reserves were purchased and stored Ly Government Departments. Through
the representations of the National Supply Committec’s officers, who for many months had been m
close contact with manufacturers, many manafacturers established their own reserve stocks ol those
sinall or inexpensive but yet essential items required in production. 1t was stressed that cach
manufacturer was responsible for the maintenance of adequate reserves of these key materials, and
consequently the reserve stocks created with the assistance of the Government comprised in the main
bulk raw materials.  These included, amongst others, ashestos, rubber, tin, lead, tmplate, galvanized
iron, gypsum, jute goods, phosphate, sulphur, nitrate of soda, and various other chemicals which are
consumed in bulk by our manufacturing industries.  To protect the food situation reserve stocks of
wheat and sugar were also arranged.

Tt should be made clear that although the majority of the reserves were required by our primary
and secondary industries it was not only the manufacturers who assisted in carrying these stocks
the fallest co-operation of importers and merchants and others was sccured and, particularly in the
case of bags, sacks, woolpacks, and jute goods, it was the whole-hearted co-operation of importers
and merchants that enabled a very satisfactory position to be reached and adequate  rescrves
established. Some of these reserves are still in existence, and so long as normal supplies continue o
be available the policy is to purchase our requirements and use our reserve stocks in rofation as
further supplies are received. Tn thix way the reserves are maintained in volume and are kept in good
condition. These rescrves are being used as * buffer 7 stocks, and several temporary shortages have
been bridged by issues ~ on loan subject to replacement.”



MINTSTRY OF SUPPLY.

On the outbreak of war the Minister of Agriculture assumed the responsibility for the production
and supply problems connected with oar primary industries. The [ullest possible co-operation, however,
is maintained between the Primary Industries Controller and other Supply Controllers with the
object of ensuring that adequate supplies are made available to the primary imdustries and that the
Lest use is made of such materials as are available.  Although the Ministry of Supply was relioved
of considerable responsibilitios, by the division of work with the Minister and Department of
Agriculture, there remained under my control, as Chairman of the National Supply Committee, a very
wide field of responsibility, requiring a considerable range of technical information and practical
experience, and necessituting, above all, the closest possible co-ordination and control.

This position had heen clearly envisaged by the Organization for National  Security, and
proposals had heen submitted for the establishment of a Ministry of Supply on the outbreak of war.
Discussions had previously taken place as 1o the practicability of one Minister of the Crown directing
and controlling & Ministry composed of Government officers in several different Departments of
State.

There is no doubt now that this proposal for the Ministerial direction of the widespread ramili-
cations of the control of materials in war has been justified by events, and it is worthy of note
that the establishment of the Ministry of Supply in New Zealand has not necessitated the establish-
ment of a new Department of State. The new Ministry is a skeleton organization within the frame-
work of which many avenues of technical information held by Government Departiments have been
utilized for the effective administration of supply-control during the war period.

Notwithstanding the spreading of responsibilities outlined above, a very large share of the control
of supply in war naturally fell upon the Department of Industrics and Commerce, and to meet the
situation Controllers were appoiuted to operate under the Ministry of Supply as follows :—-

Sugar Controller.

Factory Controller.

Oil-fuel Controller.

Wheat and Flour Controller.
Timber Controller.

Building Controller.
Iilectricity Controller.

Food Controller.

Medical Supplies Controller.
Mining Controlier.

On the creation of a Ministry of Supply 1 was appointed Minister of Supply. The Secretary for
Tudustries and Commerce, Mr. 1. J. Schmitt, who had been. Deputy Chairman of the National Supply
Committee, was appointed Secretary of Supply. Mr. J. R. Middleton, Senior Investigating Officer
of the Department of Industries and Commerce, who for a considerable period prior to the outbreak
of war had been acting as Co-Sccretary for Supply to the Sccretary of the Organization for National
Security, was appointed Assistant Secretary of Supply.

The Secretariat of the Ministry of Supply is located in the Department of Industries and Commerce,
Government Life Building, Wellington, and is responsible for co-ordinating activities and for control
of supplies in certain instances where the commodity concerned affects several Controllers. In this
way unification of policy is achieved and due regard is had to the respective requirements of various
Controliers. In addition to the specific powers given to the Minister of Supply and the appropriate
Controller by the various Supply Emergeney Regulations, the Minister of Supply receives his general
authority und powers from the Supply Coutrol HKmergeney Regulations 1939.

At this stage T desire to express my keen appreciation of the complete co-operation extended to
we by my ministerial colleagues. Many of the functions of the Ministry of Supply cover activities
previously dealt with by other Ministers, and it is largely due to their assistance and co-operation that
the supply organization has been able to administer successfully and cope with the new problems
that have arisen out of the war.

METAL-SUPPLIES.

Metals comprise the most important group of commodities in war, and accordingly very careful
aftention is being paid to possible sources of supply, import arrangements, the stock within the
Dominion, and the conservation of supplies by restricting consumption to those purposes for which
substitutes are not avatlable.

The control of metals is being handled by the Secretariat of the Ministry of Supply in close
collaboration with every Controller whose sphere of control is uffected by supply of metals.

The metals most affected by war conditions are the non-ferrous group such as copper, tin,
Joad, and zine, and alloys of these. In the first mouth of the war steps were taken for immediate
purchases of stocks as an interim measuare, pending the clarification of the situation, and the possible
adoption by the Government of a scheme for negotiation with suppliers abroad for period contracts
for bullk purchases. In the carly stages it was very evident that the Governments of other countries
were giving close attention to supplies of essentinl metals, with a tendency to restrict exports on a
rigid “quota basis.  Therefore considerable difficulty was experienced in concluding satisfactory
arrangements for immediate supplies.

Many importers were unable to obfain any supplies at all, but representations by the Ministry
of Supply in New Zealand to the appropriate authoritics overseas were satisfactory to the extent
that certain importations were obtained. 1t became obvious that the system of individual importers
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miporting now-ferrous metals did not permit of o guick and accurate stocktaking of the reserves
within the country at any moment, or of stocks contracted for and shipped.  Accordingly, after full
consideration, it was decided that the enly safe step to ensure continuity of supplies was to implement
a scheme which would enable the Ministry of Supply to undertake overseas purchases and importation.
By this procedure it is anticipated that it will he much casier to maintain adequate supplies and at
the same time take advantage of the full quota allotted for export to the Dominion.  After much
negotiation: contracts have been arranged for these cssential metals.  The Ministry of Supply will
bring these into the Dominion, but distribution to industry will be arranged through normal channels,
thus interfering as little as possible with the business of the firms who, in the past, have heen responsible
for this service.

Arrangements have now heen concluded through official approaches to the controlling authorities
overseas fur supplies of non-ferrous metals in their ingot form.  In addition, the Dominion depends
entirely upon overseas supplicrs for semianulactured non-ferrous metals such s bar, tube, and
sheet, and the supply of these had also to be vonsidered. Due to the wide diversity of shapes,
seetions, and alloys within the non-ferrors group, it was not possible to introduce a scheme along
the Iines outlined for ingot supplies, and therefore importers are continuing to bring these supplies
o the Dominion o the normal way. 1 was oot until February of #his year that any serious
interruptions in supply of these semi-manulsctured non fervous mietals were experienced, but in that
month the anthoritics o the United Kingdom prohibited all exports of these commoditios.  This
necessitated wrgent representations to the wuthorities in the United Kingdom for the largest quota
which could be allocated for export to New Zealand in view of the [act that this Dominion has
always been very largely dependent on the United Kingdom for these supplies.  The Ministry of
Supply in the Unted Kingdom has agreed to facilitate deliveries of certain tonnages, and the
system has been evolved whereby an authority to export from the United Kingdom is obtained on
the recommendation of the New Zealand Ministry of Supply.

A great deal of work s also been occasioned in arranging supplies of the ferrous group, hoth
m the wnmanufactured and manufactured Torm, such as steel sections of all deseriptions, including
black steel sheets, galvanized sheeti bron, water-piping, wive, tinplate, &e.  The sources of supply for
these itenns are more extensive than the non-ferrous group, and to a large extent the Dominion has
been dependent on Australia.  Unfortunately, the strike in that country introduced complications,
and it wis necessary to make arrangements for Heenses to be granted to cover Cavadian, United
Kingdow, and foreign purchases. With the exception of wire and galvanized shects, the position
has been faly well met, and now that the Australian strike has terminated it is anticipated that
deliveries will be re-established from this souree.

Consideration is now heing given to the steps which must be taken if manufacturers in the
Dominion are to live within the various quotas allocated by the United Kingdom authoritics, as it
1s obvious that it would he defeating the purpose of the allotting of a quota by the United Kingdom
if we were to adopt the prineiple of using up that quota and importing owr exeess requirenents from
countries outside the sterling group.

CONTROL OF IMPORTN.

The National Supply Committee of the Organization for National Security had this matter under
consideration in the very carly stages of its preparations for the control of supply in war. It is o
fundamental principle that trade in wartime must be expanded or contracted and directed into
channels in consideration of the nation’s policy of assistance in the war effort.

Import control came into operation in New Zealand prior to the outbrealk of war and is now being
used as an instrument of control to further our war effort.

All the Dominions of the British Empire are now exercising some degree of control of imports,
and most of them are experiencing the unavoidable initial difficalties through which New Zealand has
gone since the first introduction of import control. The machinery set np in New Zealand, which
has been tested and improved from time to time, i beconing more and more an instrument of war
policy for the control and direction of trade and supplics and the conservation of foreign exchanges
so that the Empire ax a whole can best harvest its resonrees for the prosecution of the war in which
we are all engaged.

[ actual practice in New Zealand the import control measures are administored by the Customs
Departiment, but through the Industries Committee the essential requirements, and the policies and
proposals of the various Supply Controllers, are given due consideration. Tn the allocations
published for the fourth licensing peviod due regard has heen given to the representations received
from the United Kingdonm authorities for the conservation of foreign exchange, and the vital question
of dollar funds which dircctly affect the extent of the United Kingdom purchases of essential
munitions of war from the United States of America.

The various Supply Controllers are fully informed of the Empire’s war policy in these matters, and
are giving every consideration to the conservation of materialy, and substitution of alternatives, so
ag to reduce the demand for diflicult currencies.

CONTROIL OF EXPORTS.

Under the Export Control Emergency Regulations 1939 the Customs Department is charged with
the responsibility for the issue of all permits for exports, but, to cnable action suitable to the
Dominion’s economy to be tuken, the Ministry of Supply is called upon to make recommendations on
all applications received.

The various Controllers, who are in close touch with their industries’ requirements, make their
recommendations, and these, through the Secretariat of Supply, wre made known to the Customs
Departnient.
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Since the enforcement of these regulations, and up to the 24th May, 1940, 1,626 applications have
heen received.  Of these, 1,514 have been granted, 84 declined, and 24 were in hand at the date
mentioned, while 4 have been withdrawn. [t should be noted that these figures relate to those
applications referred to the Ministry of Supply and do not inelude those coming within the provinee
of the Primary Industries Controller.

BUILDING - CONTROL..
Statutory Powers © Building Emergency Regalations 1939.
Building Controller - G. W. Albertson (Director of Housing Coustraction).
Controller’s Office : - Care of Department of Housing Construction, Wellington,

For many months hefore Septendher, 1939, Committer had been working to ensure that should

war be declared provision would be nade
(1) Yor defence mobilization camps to he constructed.
(2) For essential butldings for the primary production industries to be completed.
(3) For essential services to be maintained,
(1) That vormal building activity should be maintained as near as possible to the basis
sufficient to ubsorb the labour which is dependent on the building trade for its livelihood,

With the collaboration of existing Government Depariments, surveys were made of construction
organizations, the availability of labour, and the avadlability of materials.  These surveys showed that
material stocks were low, but it was considered that the country™s most essential requirements i the
case of emergency could be provided. [t was realized, however, that the material requirements of
the defence works would deplete existing stocks to such an extent that normal building would be greatly
curtailed.  War was declared, and the Building Confroller was appointed and provided with wide
powers.  With the assistance and full co-operation of the Minister of Public Works who at once
organized his Department to cope with the new task, immediate provision was made for existing
construction organization and labour to be transferred from standard building works to defence
contracts.  Materials were procured from known sources within the country, with the result that there
was completed within approximately two months after the declaration of war a mobilization-camyp-
construction programme which, under normal progress, would have taken Tour to six months to
accomplish,  This vigorous programme, combined with the difficulties experienced overseas in obtaining
extra supplies, had, as it was anticipated. @ very serious effect on the availability of materials for
normal requirements.  Stocks of building naterials were practically depleted, but the labour which
had bheen diverted from standard building works to defence works and which was now returning to
those standard works had to be kept in employment.  Materials had to be found. Fortunately,
provigion had heen made to import reserve stocks of certain key materials from Australin and the
United Kingdom. Immediately war appeared to be unavoidable an experienced officer was instructed
to proceed to Australia to purchase supplies for use, first, on mobilization-camp-construction work
and, secondly, to reimburse the stocks which had been taken for emergency work. Australizn
manufacturers, however, were flooded with orders from their local merchants in anticipation of the
Australian defence requirements, but the advantages ol personal contact and the realization by the
Australian authorities, manufacturers, and merchants of New Zealand’s war efforts resulted n supplies
being made available.

In the meantime, by the careful use and rationing of available supplics, activity in New Zealand

as maintained. 1t was necessary, however, to gazette regulations covering the use of steel sheets

and galvanized tubes, and many substitute materials were incorporated in huilding specifications.
Merchants and manufacturers on their own mitiative instituted rationing schemes, and builders and
contractors practised the utmost economy in the use of materials.

Industry is dependent upon continuity of supplies of matervials. A shortage of one of many of
the essential or key materials would be sufficient to cause o stoppage in the whole industry.  Included
in these key building materials are such items as tin, Tead, steel wire, copper, and steel sheets and the
various non-ferrous metals, all of which, however, are also key matertals in the armament mdustry.
Empire steel mills had for months been flooded with orders for the requirements of the armament
mdustries, and by November, 1939, the builldimg mdustry in New Zealand was faced, in particular,
with an acute shortage of nal wire.  The Building Controller, in collaboration with the Seeretary of
Supply and the Factory Controller, had mquiries made in the United States, Canada, and India, and
was suceessful finally in obtaming supplies of nail wire from Belgium.

Similar difliculties have been expericnced from time to time sinee the outhreak of war with many
commodities, but 1t is pleasing to tiote that at the present tine - some nine months after the declaration
of war— the building industry is maintaining an activity that is at least sufficient to absorh the labour
which is dependent on the mdustry for its hvelithood.  Many difficulties will yet have to he overcome.
The uncertainty of supply may have the effect of reducing the desire to build, but it is hoped that,
provided all interests collaborate, the industry will not suffer a depression similar to those which have
been experienced under similar circumstances in the past, as any recession i building activity must
have a very widespread effect on secondary mdustry in general and, in particular, on w large number
of factories whose output 1s absorbed by the building trades.

ELECTRICITY-CONTROL.
Statutory Powers: Klectricity Emergency Regulations 1939.
Electricity Controller :  F. 1. M. Kissel (Chief Klectrical Engineer, Public Works Departinent).
Clontroller’s Office : Care of Public Works Department, Wellington.
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Ax soon ax the Blectricity Bmergency Regulations 1939 were issued immediate steps were taken
to ascertain from every electrical supply authority and  the principal eleetrical trading firms the
available stocks of electric-line materials such as poles, transformers,  transfornier-oil, overhead
conductors, underground cables, insulators, &e., as well s the quantities of these materiads which
were then on order from overseas. Monthly returns have since been collected from these electre
supply authorities and fivnes showing the quantities on hand and on order, and these statistios are
being constantly scheduled and graphed with a view to keeping a close cheek on the conservation of
all these materials.  The policy which las heen followed inthe issue of permits for the use of {these
materinls in the construction of new clectric lines allots priority to defence requirements, followed
then by other essential works or industries of national importance. Next in order of Iniportance come
new buildings which have been equtpped for = all-electric ™ supply and, lastly, those premises requesting
electricity but which are already equipped with some other means of obtaining hghting, heating, and
power. In giving consideration to applications coming within the last class it has Deen hecessary to
defer approval in some cases, bub in so doing it s felt that vo undue hardship is being caused, as
other methods of obtaining light, heat, and power arc already in use, and electricity would be used
merely as a wmore agrecable substitute for same.

Out of 314 applications dealt with up to [7th May. 1940, only 118, or [1 per cent., have heen
deferrod Tor future reconsideration depending on cirenmstances then existing,

Other important activities have been enaeted i connection with the protection of vital points,
stel ax generating stations and substations, the collection ol lists of the persomel of cach clectric
supply authority showing qualifications, classifications, and ages of all man-power employed by the
gespective authorities.  The matter of ™ reserved ovoupations s allecting key men in the clectric-
power-supply industry has been carefully considered, and o schedule for same prepared in conjunction
with the Man-power Committee. No obstacles have been placed in the way of men in the electrical-
supply industry offering themselves for overseas service if they can be spared and snbstitutes obtained
from among those who are over military age.

District Kleetrical Advisory Committees have been constituted in Auckland, Palmerston North,
Christehurch, Greymouth, Dunedin, and Tuvercargill to assist the Electricity Controller by making
recommendations to him based on knowledge of Tocal conditions pertaining to their respective areas.
With one exception (Auckland) these Committees consist of three members (two of whom are co-opted
from the Klectrical Supply Authorities” Association) under the chairmanship of a Public Works
Department  District  Klectrical Engineer, The Auckland Cownnittee consists of five members,
r(zprusonting North Auckland, Auckland, and Walkato areas.

Appreciation of the smoothness of the travsition from local to centrulized control under the
Electricity  Emergency  Regulations 1939 has been expressed by the  prineipal electric sapply
authoritios throughout the Dominion, and it is gratifying to know that very few of the wide powers
vested in the Blectricity Controller have been implemented nor has the nocessity to do o yet arisen,
due mainly to the full co-operation accorded him by the electrie supply authorities in general.

The prin('i[)u] itenis to which the closesi attention Jues heen given are poles, transformers, and
copper conductors. In the case of poles, we have still approximately nine months” supply on hand,
and in the case of copper conductors there i approximately ten months” requirements available.
The stocks of transformers show that on Ist April Tast we were inoa slightly better position than
at the outbreak of war.

Sinee its inception the ventralized control of electric supply authoritics” stocks of line materials
has on occasions enabled wanted materials i short supply in one arca to be rapidly located in other
areas and despateh of same arranged for, particularly i the case of aerodromes and military camps.
Information has also been tendered to the Naval authorities i connection with materials urgently
required.

Close co-operation hax been maintained with the Secretary of Supply in the examination ot
applications  for licenses tu fmport  bransformers, transformer  spares, cables, poles, insulators,
instruments, meters, street-lighting equipment, &e., ordered on behalf of electric supply anthorities.

As oceasion has demanded, there has been full co-operation with the Public Works Department,
Mining Controller, OQil-fuel Controller, Builling Controller, Price Investigation Tribunal, Air, Naval,
and Military aathorities.

CONTROL OF FACTORY PRODUCTLON.

Statutory Powers : Factory Hmergency Regulations 1939,
Factory Controller: (o AL Pascoe (Iron and Steel Commissioner).
Controller’s Office :  Department of Industries and Commerce, Wellington.

Prior to the war the organization for national security, working through the Industries and
Commerce Department, made a survey ol industries, from which was published & Manufacturer’s
Directory. At the same time information was gathered as Lo the requirements of secondury industry
and also production-capacity.  Regulations were prepared providing for the appointment ol a Factory
Controller fo regulate production in the national interest,

The Factory Controller has heen provided in the Factory Bmergeney Regulations with very wide
powers over factories, factory materinls, and fuctory capacity with the object of maintalning
production levels at as near vormal as possible, wnd of marshalling the output and capacity ot our
secondary industries to meet special national needs.

bt is satistactory to say that the powers provided by the regulations have had to be invoked on
only a few occasions, and it is not to be asstumed that in every instance the person or fim involved
was not voluntarily meeting the Controller’s requirements.
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To assist the Factory Controller with wdvice on matters of principle, Cabimet appointed a
Committee representing finance, manufacturers, and workers.

The individual members and the Conumittee as a body have provided valuable assistance.

Where the requirements of tlw armed services canmot be obtained by the usual tender system
because of conditions as to date of delivery, magnitude of order, or for other reasons, the requisition
is handed to the Factory Controller for action, and it is around military contracts that a great deal
of his activities have centred in allocating work over the various units in an industry, arranging
supplies of materials, ensuring prompt deliveries. maintaining an inspection of the work in progress,
and of checking of qualities and standards.

Certain military contracts had been placed with the woollen-mills prior to the outhreak of war,
but in September it was necessary to speed up deliveries and prepare a scliedule of production up
to the end of 1940 so that the mills could plan ahead, arrange for supplies of imported materials, and
organize their labour force.

So far the demands upon the woollen-mills have been steadily increasing, hut with the combined
efforts of all concerned deliveries have been satisfactory.

The following figures of military deliveries since the war commenced are indicative of the
productive effort that is being made -

Cloth and flannel materials .. o .. . .o 712,000 yards.
Blankets .. .. . . . .. .. 44,000 pairs.
Socks .. . .. .. .. .. .. 261,500 pairs.
Vests and shorts .. .. .. .. .. o 89,300 sets.
Jerseys .. . .. . 35,000

Clontinuous contact is maintained with the M‘my, Air Foree, .m(l va with the object of
reviewing their requirements with the changing conditions.

To meet the heavy military contracts and at the same time to cope with as great o proportion
of the eivil demands as possible, the mills have adopted a definite policy of expansion by plant-
extension and shift-working.  In certain instances men have been taken off Scheme I3 work and
trained in the mills until they could undertake a night shift.

The speeding-up of deliveries from the milly ona‘blod the making-up of uniforms to be m;_r,‘;,m/v(l
on a wider basis. A great number of clothing-manufacturers throughout the Dominion are at present.
engaged very achive 1y in making uniforms for the Army, Air FOI‘LO, and Navy.

One of the most important items of clothing has been the new battle-dress, which, owing to its
intricacy and the scale of production required, has had to be vestricted to the 1<LI‘(T(‘I concerns only.
In spite of the difliculties, within a very short period the number produced will exceed 20,000, The
clothing range covers the battle-dress, service uniform, drill uniﬂ)rm, greateoats, hats and caps,
underwear, and socks.

Appreximately a quarter of a million military boots are required this year, and to ensure
deliveries the services of practically every unit in the industry capable of making this class of
footwear is producing its quota.

Al of the tanneries are working fo capacity to meet the ncreased demand for leather. Owing
to the weight and quality required for military boots it was necessary to make special arrangements
to enable the tanners to obtain sufficient quantities of the correct grade of hides. To meet these
demands, and before the introduction of the Hides Kmergency Regulations 1940, it was necessary
for the Factory Controller on some oceasions to exercise his powers of commandeer.

A considerable amount of organization was necessary to ensure adequate supplies of imported
raw materials essential to the manufacture of cloth, uniforms, leather, boots, &e., and the services
of the High Comimissioner and the New Zealand importing agents were utilized to the full.  There
are still many problems to be surmounted in ensuaring continuity of supplies owing to the extension
of the war area, but valuable assistance is readily forthcoming from those persons who have expert
knowledge of world markets.

The Factory Controller has been charged with the responsibility of ensuring the maintenance
of the hest quality i all the lll(mllmd,lxu,.\ for military purposes.  To this end the services of the
Footwear Inspectors ()[' the Labour Department have been made available, and facilities offered by
the equipment and technical oflicers of the Post and Telegeaph Department have been used. At the
same time Clothing Inspectors have heen appointed to keep in constant contaet, with clothing-factories
during the making-up of unilormw and other garments. It i satisluctory to record that the guality
of work that has heen turned ont is excellent, and it is felt that the clothing of our troops overseas
will not he excelled.

Prior to the First Hchelon proceeding to Winouru for field training an urgent requisition for o
considerable number of motor-trucks was made by the Army

To neet this 1t was necessary to 1 (-(]um‘rum the services of the leading motor-assembly plants
and motor-hody  builders throughout New Zealand. By a concentrated effort on the part of the
industries and officers of the Post and Telegraph Department, which Department supplied  the
inspection staff, what must be a record in rapid production was achieved.

Due to war conditions, factories encountered the same difliculties in obtaining imported raw
materials as were met with in organizing the production of military needs, and assistance has been
given in many directions by means of which a stoppage in production has been avoided.

Several industrial groups have co-operated in conserving supplies of valuable imported materials
by confining production to a narrower range and (,nrtmlmg‘ the extravagant use of commodities
formerly used lavgely for sales-promotion purposes.

Liaison with the Man-power Committee has been maintained with a view to ensuring the
non-interruption of esseutial production by the retention for the time being of key workers.
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CONTROTL, OF FOODSTURFS,

Statutory Powers : Foodstuffs Emergency Regulations 1939,
Foodstufts Controller - F. R. Picot (Director of Tnternal Marketing),
Controller’s Office : Care ol Tnternal Marketing Department, Wellington.

Since the outbreak of war the work of food-control has necessitated continuous attention, and
everything possible has been done to maintain sufficient supplies of essential foodstuffs as well as a
suitable varicty.  This {function was entrusted to the Director of Iuternal Marketing, who was
appointed as Food Controller under the Emergency Regulations, thus enabling the facilities of the
Internal Marketing Division to be employed to the fullest extent in the administration of food-control.

During the first week of September last a complete survey of the stocks of the more mportant
foodstuffs held in wholesale merchants’ stores was effected by the Division.  This was followed by
the inauguration of a system of weekly returns of stocks for twenty-seven commodities.  Merchants
w11hn(rlv responded to the request for information and were quick to appreciate the advantages of
this innovation as it meant, that, so far as imported foodstufls were concerned, a central (Lu’r,h(mty
was appraised of the full facts regarding stocks and prospective supplies, which in turn enabled the
merchants, through the Food Controller acting in co-operation with the Customs Department, to
arrange importations with greater flexibility.

It was, of course, inevitable that under war conditions some people would endeavour to augment
their stocks of imported food lines by purchasing supplies over and above their normal requirements.
The impact of this was felt immediately by the retail grocer, who then turned to his wholesaler in
the normal way to supplement his stocks. The suddennoss of this drain on the merchants” holdings of
imported foodstuffs created for a while a rather difficult position for some of the wholesalers who
were unable to replenish their stocks quickly enough from overseas. Many resorted to rationing
supplies to retailers, thus conserving stocks until fresh shipments arrived.  The public soon realized,
however, that there was little prospect of a food shortage, cased up on their purchases, and the
situation reverted to normal,

Under war conditions it is by no means an easy matter to arrange regular supplies of foodstuffs
from abroad. Tn the first place the United Kingdom, [rom which, for instance, considerable quantities
of cream-of-tartar and corn-flour had been purchased in the past, restricted the export of these and other
essential foods.  Alternative sources of supply had therefore to be found.  In the case of corn-flour,
arrangements were made to import a quantity ol whole maize to be ground in New Zealand and
manufactured mto corn-flour to supplement the mited supplies arriving [rom overscas.  As during
the Great War, supplies of eream-of-tartar have been difficult to obtain, but as this was anticipated
a reserve stock of this commodity was accumulated prior to the outbreak of the present conflict.  The
quantity thus accumulated has proved most useful at o thne when sapplies were almost unprocurable.
Additional shipments of this product are now arriving from time to time.  Kvery possible effort has
been directed where necessary to providing substitutes for lines which were likely to be in short
supply, and cvery encouragement given to popularizing locally-produced foodstuffs as a means of
stimulating home-production, not forgetting, of course, the prospective saving in sterling funds.

The Food Controller has also been called upon to deal with representations made l)y individual
bakery firms and associations of bakers regarding bakers’ supplies such as currants, raigins, sultanas,
corn-flour, and bicarbonate of soda.  All these products have rveceived special (Lttentiun, and by the
end of March the situation with stocks and prospective arrivals was greatly improved.

As a means of dealing with important problems in connection with fish, the supply ol which was
affected by the Comm(md(\(\r of trawlers for war purposes, the Sea-fishing In(lushy Advisory Committee
was set up to confler from time to time with the Wood Controller as to the hest method of handling
the situation.  Through this Committee and the Bureau of Industry much preliminary work (Llld
mvestigation has been carried out which will no doubt prove of considerable value in effecting
improvements in the marketing and supply of fish.

Towards the end ol 1939 attention was focused on the tea position, and blenders and public
alike were obviously apprehensive concerning supplies.  The position was accentuated by the fact
that the British Government had been m(.l\mg huge purchases of tea in Ceylon which it was anticipated
would deplete the supplies available for sale to this Dominion.  Despite repeated assurances that
adequate supplies of tea would be forthecoming and that special measures had been taken to facilitate
importation, heavy huying on the par of the public resulted in the visible stocks of tea becoming
temporarily low towards December last. Strangely enough, the actual quantities of tea imported
during the year were much heavier than usual.  Subsequent events have proved that the assurances

given were fulfilled. At the end of Mareh the stocks of tea in the Dominion were excellent.
During the first three months of the war the regulation of meat-prices necesgitated considerable
attention by the Food Controller in conjunction with the Price Tribunal.  In this connection

difficultios arose in the application of the price-fixing regulations to wholesale meat-prices which are
determined mainly under a system ol anetion sclling. At the fime the above-mentioned regulations
came into foree wholesale-meat values were on the rise, as is customary during the months of
September and October in cach year.  Retadl prices of meat had already heen pegged, and butchers who
were foreed to pay higher prices at the auction sales were clamouring for an (xdjus‘rnwnt of retail
values in order to meet the position. Accordingly a confercnce was called of the various interests
representing wholesalers, retailers, and producers, following which a very detailed investigation was
made to costs by both the Food Controller and the Price Tribunal, and certain alterations to retajl
prices were finally agreed to.  With the advent of summer supplies of mutton and beel, wholesale values
started to recede, and the price question was again considered by the Price Tribunal, retail values for
meat being brought down to levels commensurate with wholesale-market values.  The fixation of



9 H.—38.

meat-prices both wholesale and retail in the meat trade created considerable concern amongst
producers and others, particularly in respect to the fattening of stock for wale in the late winter and
spring months.  Very careful consideration was given to this problem after consultation with the
New Zealand Farmers’ nion and the New Zealand Sheepowners” Federation, as well as other
interests in the trade.  As a vesult the Minister of Supply announced that the whole situation would be
dealt with by the regulation of retail prices without interference with the normal method of selling
attle or sheep at auction or privately.  The matter of the additional costs of producing fat stock during
the winter months was vot overlooked, and the plan enables butchers to pay the higher values during
the Jate winter and spring months, which in turn will give the producer the necessary compensation
for the extra labour and feed required in producing such stock.  The inferests of the consuming public
have also been safeguarded under the system of regulated retail prices, and steps will be taken to
ensure that adequate supplies of beef and mutton are available at all times of the year.

Probably one of the most important functions of the Food Controller has been that associated
with the provisioning of military camps, naval and air force units.  In the carly stages of the war the
Purchasing Section of the Refreshment Braneh of the Railways Department, which had previously
been responsible for purchasing all foodstufls for Government Departments and Institutions, was
transferred to the Internal Marketing Division, and thus brought under the jurisdiction of the Food
Controller.

This section had to be rapidly enlarged and adapted to the growing needs of the military
authorities as one by one the camps throughout the Dominion were established.

The marshalling of foodstuffs for such institutions necessitated careful planning and selection of
the points of supply, as well as of the quality and suitability of the lines required. When it is
remembered that overnight anything up to two thousand men entered some of these camps the
magnitude of the task will be readily appreciated.  The smoothness with which the organization of
this work proceeded is noteworthy.  In addition to the supplies required for feeding the men in such
amps, facilities, as well as foodstufls, for the cafeterias attached to the canteens in the various camps
had to be provided,

With the despatch of troops overscas another problem presented itself —that of providing
requirements for transports as well as convoys which accompanied such vessels on the outward journey
from the Dominion. In many cases only very short notice could be given as to the needs of these
units, and speedy action was required to ensure that the needs of the various ships were completely
fulfilled. Tn some cases the stocks of foodstuffs held at the ports of arrival were insufficient and supplies
had to be drawn from widely seattered points;  but it is pleasing to report that at no stage was there
a hiteh in the arrangements, and the Food Controller and hig staff are to be commended for the
expeditious manner in which they handled the work.

Tt will therefore be realized from the foregoing that no effort is being spared to ensure that
gupplies of the essential foods ave available to the armed Forces and to the public of the Dominion,
and it is assuring to be able to record that the position of imported foodstufls is satisfactory from a
stock point of view, and, in fact, there has heen a marked tendency towards improvement during the
past two months or so.

CONTROL OF MEDICAL SUPPLIES.
Statutory Powers : Medical Supplies Emergency Regulations 1939,
Medical Supplies Controller : Dr. M. Ho Watt (Divector-General of Health).
Controller’s Office ;. Clare of Department of Health, Wellington,

For many months prior to the outhbreak of war the Medical Supplies Sub-Committee of the
National Supply Committee had been functioning with a view to examining the position in which the
Dominion would be placed in regard to stocks of essential medical and surgical supplies and chemicals.
These investigafions necessitated very careful estimations not only of civilian requirements, but of the
requirements of the armed Worees, which would undoubtedly be expanded very quickly in such an
emergency. DPre-war action had been taken to facilitate the importation and storage of stocks of these
essential supplies with the object of establishing reserves suflicient to meet the estimated requirements
for six months. On the outbreak of war the Medical Supplies Emergency Regulations, which had
becn drafted, were implemented, and control under the Ministry of Supply became effective on the
4th September, 1939, Contact was made immediately with representatives of the principal distri-
buting wholesalers and a scheme of confrol was evolved which would avoid any serious dislocation
of the normal channels of trade and yet have the effect of conserving stocks as far as possible.  The
scheme included the rationing of available stocks by the wholesalers themselves, the routine inspection
of orders received by local officers of the Tealth Department, and the restriction of any non-essential
deliveries 50 as to conserve the stocks in the hands of wholesalers and avoid dissipation of those
central stocks amongst, innumerable retailers.  Sinee the outbreak of war a monthly return has been
received of the stocks of all essential medical supplies held by wholesalers throughout the Dominion.
The atlitude and assistance of the wholesalers to the arrangements made have been satisfactory and
effective.  The policy has been directed towards the establishment and maintenance of stocks in the
Dominion sufficient to meet requirements, and in co-operation  with appropriate Government
Departments arrangements for import licenses and sterling funds have been made in an endeavour to
attain this end, and while the full aceumulation of stock has not yet been reached the position is,
however, satisfactory and supplies are coming to hand steadily.  To facilitate the building up of reserves
some degree of standardization was necessary, both from the aspect of the availability of stocks from
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overseas sources and from the point of view of deciding just. what items constituted essential medical
supplies.  Great assistance in this dircetion has been received from the Pharmacological Committee
of the Medical School at Dunedin, with the result that from a range of 2,000 items normally stocked
in the Dominton a basic schedule of 600 items has been decided upon as the standard list of essential
requirciients of the civilian population and the armed Forees,

MINING-CONTROL.

Statutory Powers: Mining Fmergency Regulations 1939,
Mining Controller : (1 H. Benney {Under-Rearetary for Mines).
Controller™s Office = Care of Mines Department, Wellington.

The functions of this control as set out in the Mining !unnw(*my Regulations 1939 are chiefly
to promote the mantenance of emploviment and pmdu(tmn i mines, to ensure an adequate supply
of materials necessary for continmity of production, and to organize the distribution of the products
in the best mterests of efficiency according to the needs of the Daminion.

The Mines Department. of which the Mintng Controlfer is head, is well equipped to deal with the
problems which confront the mining and conl-gas industries in times of emergency. On its inspection
stafd are men who have a thorough training i the mdustey, and as the result of (he successful
administration of the Rate coal-mines for any years an organization exists which s thovoughly
famihar with the marketing side of the coal business,

Employment in conl-mines hag been maintained, notwithstanding that about 180 miners have
enlisted for service in the military forces. The number of men employed in coal-mines during 1939
was 199 more than the previous year. The Mining Controller has reviewed the position in this respect
sach week, and action has been taken in any cases where keyv men in the industry were concerned or
where replacements were not possible.

The maintenance of supplies, cspeciadly of imported equipment which is vital to production, has
involved a tremendous amount of work, By working in close contact with the industry the Mining
Controller has been able to expedite deeisions on import licenses, and so far production has not heen
impeded for want of necessary equipment. Loug before the outhreak of the war the State conl-mines
wisely laid in large stocks of equipment, and {rom this valuable reservoir a namber of smuller mines
have been fed and enabled to keep up output.

For the first few months of the war there was not any great difficulty in maintaining supplies
of essential materials, but supplies are now coming to hand more slowly.  The technical officers of the
Mines Department and of the Dominion Iull)()l(lf()ly have therefore been giving a great deal of attention
to ascertain the extent to which Tmported materials can be replaced by New Zealand substitules.
One of the materials most essential to the maintenance of conl-production ix l)l‘élﬁi(‘(‘ cloth, o product
of the jate mdustry, imported from Great Britain, and the Mining Controller s now in receipt of
adviee from the Domimion Laboratory that there should be little technie difficulty in the sub-
stitution of a cloth woven from New Zealand flax by the woolpack-factory b Foxton.  The annual
consumption of brattice cloth i this country is 1500 hales. and further investigation i procesding
to asceriain the possihility of our ruquirmnvntu being made in this country.

The war and mdustrial expansion have resulted in Ill(l(“l,ht‘(l railway haulage and consumption
of clectricity with a consequent heavier demand for coal for locomotives, ,,uhsl/lhuy steam-plants for
generating clectricity, and in our factories.  In 19349 coal-production amounted to 2312639 fons,
an increase of 1205651 tons over the |)H‘\’1Hli* vear and the highest output produced smee the peak
years of 1927, 1928, 1929 and 1930, For the fiest three months of the present year production of coal
was 30,621 1()11\ lo\\(‘ than for the same peviod in 1939, Thix diminution in ontpud was inainly due
to the l(\;:r‘(‘,t(ul‘l)le disasber which oceurved at the ‘:lvn Aflton Colliery and to slips and tHooding v the
North Island and on the west coast of the South Island, whick delayed shipping and immobilized a
number of railway wagons.  However, the production for April of this year showed an increase of
60,000 tons over A ml, 193 1), so that the leeway this vear his already heen more than miade up.

To illustrate the extent to which the Mines l)(\p:n'tmwi i assisting towards the maintenance
and lnereasing of the production of coal it may he stated that the Government is wiving technical
advice and very substantial financial asastanee to three privately-owned collieries produocing w semi-
bituminous coal. Tu addition, the Mines l)(*p(ntme 1 has acquired two North Lsland mines natnely,
Bemont in the Taranaki district and Mangapehi in the King-country - -both of which were abandoned
by their former owners and which will now he operated as State coal-mines.  Que of the mines is
already -producing coal and the other will start producing within a fow weeks.  Output from these
collicries will steadll\ inerease and give much needed stability to the production in the North Tsland.

During 1939 0()1(1 -production amounted to 178955 oz, an increase of 26,900 0%, over the previous
year. lﬁoltmm,tclv, the position in regarid o supplies of essential materials for gold-mines s not so
serious as that in respect of coal-mines, hut i is nevertheless heing closely watched by the Mining
Controller and his ftechuical ollicers.

By way of liberal subsidies, loans, and grants, the Government i encournging increasod
production from existing mines and at the same thne assisting the prospecting and development of
new areas.

An industry which s of great importance in wartime is the production of scheelite, from whieh
tungstic oxide 1s obtained. This oxide is used for the hardening of steel used for the munuficture of
armaments.  In conjunction with the Marketing Department. t the Mining Controllor has taken control
of the markefing of the New Zealand production of scheelite and has completed arvangoments with
the Ministry of Supply ol the Tmperinl Goversment for the purchase of the entire peoduction at a
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price sabisfactory to producers—namely. 6250 240 per unit Foobe Under the arangenent, over
30 tons of this very cssential war commodity have already heen exported to the United Kingdom,
and, in addition, about 6 fons have heen released for export to France.  [nvestizations wre heing made
into the position of the Glenorvehy seheelite industry with o view to obtaining s maxinuon production
ax soon after the winter as possible. In addition, scheelite deposits in the Marcthorough district are
being prospected, and results so far obtained in this focalitity are very pronising,

OIL-FUKL CONTROL.

Statutory Powers : O1l Fuel Emergeusy Regulations 1939,
Oil-fuel Controller @ GL 1. Lanrenson (Commiissioner of Transport).
Controller’s Oltice © Care of Department of Industries and Commerce, Wellingion,

Petrol is a commodity vital to national production, to defence, and to the economie and social
life of the community.  New Zealand has ,mvti(“'ﬂv no internal petrol resources, and all supplies have
to be brought considerable distances, principally from the United States and the Duteh Kast Indies.
For some years @ commitiee, associated with the Departiment of Tndustries and Commerce under the
Ovganization Tor National Secunrity, has been engaged in drawing up machinery and plans velating to
the petral problem. On Tth August. 1930, regulations which had been dindfted for some considerable
time were reviewed, and mmstructions were isstued to all Chiel Postnusters o canble the seheme fmally
decided upon to be put into immedite operation should the emergeney aiise. ’

Owing to the general uneertainty i the international outiook, when wer was declared it was
decided to vation petrol forthwith i order Lo ensure that the veserve stocks were adequate to meet
every possible eventuality.  On 4th September, 1934, the OiF Fuel Kmergeney Regulations were
gazetted whicl provided machinery for a rationing system.  As a first step sales of petrol were
(Luthmm*d for all productive and Dusiness purposes and for public transport zerviees,

Howas realized that many thousands depended on the private-car tradlic foe their Hvelihood, and
as soon as it became clear that the mternational situation would not directhy affect the Dominion’s
supplies a limited ration by way of coupon was made available to private cars.

As a result of the restrictions, adequate reserves were accumulated by the end of November, and
by Gazelte of 30th November, 1939, the restrictions were hilfed.

During December representations were made by the Sritish Government that petrol rationing
be reimposed to free tankers tor war purposes and to conserve dollar funds.  As considernble numlu,,m
of people were teavelling, it was considered undesirable to reimpose the vestrictions diring January,
but on Ist Februazrey, 1940, by Guzetfe notice the restrictions were l'oilnposwl.

A result of the e xperience gained during the previous pumu of rationing it was possible to arrive
ab certain conclusions regarding the petrol requirements of different elasses of users.  Standards were
laich down, but n erder that hardship should not be caused special Advisory Committees were set up
throughout the country to handle appeals for amounts in excess of those standards. These Connnittees
consist of representatives of primary producers, licensed transport operators, private motorists, loeal
hodies, the Railways Department, and the Transport, Department.

Kvery endeavour has heen made to bring into effect voluntary zoning sehemes for the distribution
of essential commodities, the purpose of these schemes heing to conserve petrol. A special case 1s the
distribution of milk 1 the Cheistehureli Metropolitan Arca. A careful investigation revealed the
necessity for setting up some authority to co-ordinate the delivery of milk in Christchureh and to avoid
wasteful overtapping.  On st May, 1940, regulations were g:l,mﬁod setbing up a Milk Doard with powers
to zone mitk deliveries with the objeet of saving petrol.  The Board was established (or the duration
of the war and twelve months afterwards,

The general policy of the Government has ainied at securing a reduction in the use of petrol, while
ab the sane time not impeding the acceleration of national production.  Serious dislocation of industry
and employment has had to be avoided as much as possible.

The present rationing system is based on the following principles :

(1) Tor public vehicles, supplies are allocated at are (ldoqu“f(' bo maintain serviees, while
at the same time duplication and ovelLLppm” is eliminated.

(2) For husiness vehicles, sulficient petrol is allowed to enable the husiness to be carried on
cfliciently.

(3) or private and domestic purposes, adequate petrol is permitted to allow approximately
220 miles runming per month.

A technical committee has been set up under the Oil-fuel Controller to investigate the use of
alternative fuels.  The encouragement of the use of coal-gas in large quantitios las not  hoen considered
advisable because of the cost of stallation, the necessity Tor carrying a large gas envelope or bag,
and the small mileage that can be covered before the bag needs refilling.

The most promising alternative to petrol is the producer-gas |)llm, Unfortunately, the plants
in use overseas are not wholly suitable for the New Zealand fue s avadlable in adequate supply.  The
Committee has carried out extensive investigations into locally-made gas-producers and into the
development of a plant that will he simple ol construction, casy of operation, and at the same time
suitable for New Z(:leamd fuels. A comprehengive report with plans and recominendations has recently
heen completed.

In view of the present international situation, it is possible to lay down only the general principles
of future policy.  These are ax follows -

Firstly, the maintenance of the maximum possible reserves in case of interruption of supply.

Necondly, to make available adequate supplw.s of petrol for defence parposes and suflicient
to enable essential transport services, primary prodaction, and industry to be carried
on elliciently and without interruption or hindrance.

Thirdly, to allow petrol for private and domestic purposes so long as this does not prejudice
reserves, and subject to the conservation ol dolar funds and the frecing of tankers for
WHE PUPPOSEs.

Fourthly, to encourage and promote the conservation of petrol by every means possible.
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SUGAR-CONTROL.
Statutory Powers: Sugar Kmergency Regulations 1939,
Sugar Coutroller: B. L. Dallard (Under-Secretary of Justice).
Controller’s Office 1 Care of Department of Industries and Commerce, Wellington,

In setting up the organization for the control of food-supplies, on account of the special problems
associated with the purchase of raw sugar and the distribution of the reflined products, it was decided
to appoint a special Controller of Sugar whose function it would be to arrange for the purchase of
raw sugar {rom abroad and to supervise distribution in the Dominion.

New-Zealanders are partial to the use of much sugar, the annual consmmption of sugar per capila
being no less than 1121h. A fact which complicates distribution is that, apart from use for orvdinary
domestic requircments, sugar plays an important part in many industries— for example, the fruitgrowers
and the honey-producers are vitally inferested in sugar.  Other industries concerned are manulacturers
of confectionery, biscuits, condensed milk, and cordials, while breweries, tanneries, and bacon-curers
are also considerable users of sugar. The annual requirements of the Dominion are approximately
80,000 tons.

Prior to the outbreak of wur the hulk of this wus mnmported from Java.

For several months belore the declaration of war plans were heing made by the Industries and
Commerce Departnient, in conjunction with the Colonial Sugar-refining Co., to establish reserve stocks
in New Zealand to meet any contingency which might arise. A stock of nearly six months” supply
was thus accumulated at Chelsea, and this avoided the necessity of introducing any rigid rationing
schemo after war was declared. It was decided that in the circumstances it would be suificient,
subject to a close oversight by the Controller, to allow ** the trade ™ to condition distribution, and
this, thanks to the full co-operation of merchants and retailers, has proved effective. For a short
time a panic demand caused some inconvenience through the depletion of merchants’ stocks, but this
was overcome and normal conditions restored.

The Government is indebted to the Colonial Sugar-refining Co. for the part that it has played
in these arrangements. Not only did the company finance the erection of enlarged  storage
accommodation suggested by the Government to house reserve supplies of raw sugar, but it provided
the very substantial Tunds necessary for the purchase of the extra quantity of sugar.

In order to ensure continuity of supply, arrangements were made shortly after the outhreak of
war by the Governent through the Colonial Sugar-refining Co. to purchase 40,000 tons of Australian
sugar. The Sugar Company agreed to average the cost of this sugar (£14 9s. Id. per ton) with the
sugar in stock that it had bought more cheaply before the outbreak of war, and this arrangement
enabled the Government, by slightly shading down the margin of profit to retailers, to avoid any
immediate increase in the retail price to the publie who benefited very considerably by this arrangement,
Thanks are due to hoth wholesalers and retailers for their co-operation in these arrangements.

Recently the Govertiment concluded an arrangement with the United Kingdom Ministry of Kood
for the allocation ol New Zealand's sugar requirements from HEmpire sources, the whole of these
sugars having been commandeered.  Under this arrangement the Dominion’s future supplies will
be assured and at a price equivalent to that paid by the United Kingdom Government.

TIMBER-CONTROL.
Statutory Powers: Timber Emergency Regulations 1939.
Timber Controller: A. R. Entrican (Director of Forestry).
Controller’s Office : Care of State Forest Service.

Tn view of the important position which timber occupies in the economic life of all countrics and
of the knowledge based on experience in past wars concerning the extent to which the timber industry
is affected by war conditions, it was necessary for the Government to cnsure that it had wide powers
to deal with the problems which might be expected to arise during the present emergency.  The
Timber Fmergency Regulations 1939, which were introdaced o deal with the matter, accordingly
made provision for—

(@) The appointment of a Timber Controller to administer the regulations.
(b) The control of the sale and cutting of standing timber.
(¢} The control ol the production, distribution, and use of timber and timber products.

Qo far it has not been found necessary to regulute in any way the sale or cutting of standing
timber, although to ensure due conservation of petrol and a sufficient supply of suitable logs for key
box-factories, control will be essential to o limited extent in the immediate future.

In respect of the control, distribution, and use of fimber, however, it has been found necessary
to use the powers conferred by the regulations for the following purposes.

The necessity for the urgent delivery of large quantitics of timber for defence camps, acrodromes, &e.,
necessitated determination of the species and grades of timber which should be used, and the
distribution of orders for their cutting. Mo keep dislocation of normal business to a minimum, the
opportunity was taken of using whatever suitable st.()cks were already in existence, particularly those
which were considered suituble for the purpose i view, but which were linding a slow sale for other
purposes. 1t is estimated that in this way at least t?,()()(),()()() board fect of slow-moving stocks and
valued at over £830,000 were utilized in the construction of defence buildings, whose construction is
estimated to have required 15,000,000 board feet of timber.  Timber was also substituted as far as
possible for products manufactured wlu‘)ll_y or partly Irom lmportqd materials—e.g., wallboards con-
taining imported pulp, &c. For such timber as could not be obtaimed from stocks it wus necessary
in some cases to require sawmillers to give priority of cutting, but all such arrangements were met
by mere requests, not one single instance ocearring whcrg it was necessary to resort to formal notice
under the regulations. The co-operation given by the industry could not have been bettered, and
extended to the granting of special discounts for timber used for defence and other emergency works.
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Soon alter the outhreak of war it became apparent that Australia would be unable to secure its
softwood requirements from North America, with the vesult that the New Zealand industry has heen
inundated with inquiries for all elasses of softwoods or suitable substitutes therefor.  With Australia’s
requirements excecding the  Dominion’s total production ol all timbers, it is not surprising that
orders have heen considerably in excess of this country’s ahility to supply.  Whereas, however, the
West Const mills had o marked escess ol orders, many units i Southland were operating at a low
percentage of their capacity.  To utilize the country’s potential timber-production to the utmost, the
powers of the Timber Kmergeney Regulations were invoked, West Coust sawmillers being required
to cease supplying Duniedin and adjacent territories  which could be conveniently supplied from
Southland.  This has materially improved the operating ratio in the Southland sawmilling industry
and has allowed the West Coast sawmills to export the timber previously marketed in Dunedin, &e.,
to Australin.  In order to preserve as far as was possible the stalus quo ol timber-merchants atfected
by the zoning arrangements, sawmnillers were directed that supplies forwarded by them to non-timber
merchant. customers could not in 1940 exeeed the quantity of timber sent by them to such purchasers
in 1939, Hrom the comuencement of war till 30th April the export of rimu has totalled 7,472,000
hoard feet, valued at £68,950, compared with 3,641,000 hoard feet, valued at £36,540, exported during
the same months of the previous period. A ready sale has also been found in Australia for such
quantities of sap mabai as were not absorbed for defence works.  In this species exports to 30th April,
1940, have amounted to 477,000 board fect, valued at £5.290, compared with 363,000 ft., valued at
£3,530, for the corresponding period ol the season belove,

Since the outbreak of war the demand for wooden containers has nereased considerably,
contributing factors being-

(1) Restriction on availability of imported motor-car cases which are recut into general
packing-hoxes.

(2) Necessity of supplying cerfain industries which prior to the war imported cases for their
requiremienis  eg., some exporters of tinned meat having to import cases on account
ol special requirements.

(3) In both primary and secondary industries, increased production has been secured.  Butter
and cheese in particalar have required considerably more cases than during the previous
season.

(1) A shortage of imported container board has developed since war commenced, and users
of the fibre containers have often been compelled to purchase wooden cases.

As supply of and demand for cases were inequilibrium prior to the war, the mcreased demand
has thrown a heavy burden on boxmakers.  Unfortunately, a number of operators contracted to
supply orders far in excess of their capacity, leading to an acute shortage in some instances.  The Iruit
and daivying industries were most affected, the former being threatened with an acute shortage in
February. To ensure an adequate supply of fruit-cases, it was necessary to use the powers of control
given by the regulations, some boxmakers being required to employ their plant for two months on
fruit-case manuflacture exclusively.  This necessarily caused some embarrassment to purchasers of other
boxes, but the perishable nature of fruit made priority of delivery unavoidable.  In regard to cheese
crates it was necessary to require one unit to cease production for two months as its stock ol timber
were not sufliciently dry for safe manufacture.  Appropriate steps to prevent a repetition ol these
troubles are now being tuken.

To conserve exchange funds by a reduction in the future quantities of such timbers imported,
a notice was gazetted under the regulations restricting the sale of redwood and oregon, the use of
which is now permitied only when o satisfactory local substitute cannot be obtained.  Likewise, to
utilize the production of local timbers to the hest advantage, notices have heen issued [rom time to
time dirccting what species and grades ol timbers shall be used for specific purposes.  In respect of
such timbers as kauri, which are in extremely short supply, it has also been necessary to direct the
precedence of supply i order that industries absolutely dependent thercon shall be assured of adequate
supplies.

The export of timber has been controlled jointly with the Customs Department, and only supplies
surplus to domestic requirements have been released for shipment.  As mentioned previously, the

s has led 1o o mueh inereased Australinn demand for New Zealand soltwoods, and an ever-increasing
number and range of inquiries are being received from India and South Africa.  Rinw and matai are
being exported to Australia to the maximum extent possible after provision has been made for the needs
of local industries.  Unfortunately, due to the inereased local demand for boxes, it has been necessary
to limit strictly the export of fausignis pine. Fvery possible endeavour is heing made to build up an
export trade in this species, hut local requirements are not likely to be adequately covered by increased
stocks and production until Jater this year.

The general aim throughout has been to administer the regulations with as little interference
with trade as possible and to reach the desired objective by negotiation and voluntary agreement
rather than by the exercise of the authority conferred.  Only when unavoiduble has formal coutrol
been resorted to.

WIIKAT AND FLOUR CONTROL.
Statutory Powers:  Wheat and Flour Emergency Regulations 1930.
Wheat and Flour Controller : R, McPherson (General Manager, Wheat Committee),
Controller’s Office 1 Care ol Wheat Committee, Christchurch.
Prior 40 the outbreak of war emergency precautions were taken to cnsure the bread-supply of
the Dominion.
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Stocks o wheat were built ap i all lowr-mills suflicient. to carry the conntry to the middle of
April, 1910, without touching the 1940 crop. Ly addition, provision was made for fowl wheat, supplies,
and emergency storage areangenents in the North Tsbad enabled 8,000 fons of wheat for feed
purposes to be stored there, ensuring sopplies until the new South Tslaud crop would he available,

Steps were also taken (o ensure that Hour-millers had full supplies of essential materials to
maintain their mills ingood running erder for w lengthy period.

Large stocks of cahico for flour-bags were also provided.

Arrangements were made with mierchants to bring down as tany cornsacks s possible from
Caleutta in the July /August, (939, steamer instead of waiting for the November/December lToading
as was usual. The Wheat Committee also imported and stored for emergency a large quantity of new
cornsacks. These are still held in reserve, and further purchases for the same purpose have heen
made.

Karly supplies of cornmincks luve ngain been arranged for next harvest.

Cornsack prices in Calcutta roge very sharply alter the outhreak of war, but the internal price
in New Zealand was stabilized on an average cost and prices fixed hy the Price Tribunal.  These
fixed prices extended 1o once-used gram-sacks and flonr-sacks and were designed to enable the due
share of the tnercased cost to be borne by each wser of the sack and at the same tine to
ensure that bakers were able to recover the Full theasure of inerease o the value of the Hoursack.

Upon the outhreal of war an appeal by me was made 1o wheatorowers o increese their areas.
The time was late for planting wheat, hut, atthough the growers knew this and knew they were running
a great visk, they responded splendidly by increasing the avea very considerably.  Unfortunately,
a dry season ruined many of these lute-sown crops, and the country did not reap the full henefit of the
wheatgrowers” patriotic action.

The area sown to wheat for harvest i 1991 ix expected to be greater than that harvested this
year, hut, as in all agricultural operations, results depend upon the weather, hoth for the area sown
and the resultant yield of the crop.

Kxperiments are now heing anderiaken o dind and record for relerence cortain formulae for
makivg hread from an adiixture ol other grains and substances in the event of & shortage of wheat
ab a time when wupplics could not be imported. This information may never be required, hut will e
on record 1 wanted.,

Wheat stocks in New Zealand four-mills ave at present much greater than normal for this time
of the year, but importaiions to the North Island are still heing made.

Al points where emergeney mensites might have to be taken in the wheat, flour, and bread
industries are being carefully watched, and action will be taken wherever necessary.  Wheatgrowers,
Hour-millers, grain-hrokers, and bakers have set up special committees to advise and assist the Wheat
and Wlour Controller in an emergency.

Under this control wheat, Hour, and bread prices Tave heen stabilized and there have not been
any Inereases,

DEPARTMENT OF INDUSTRIES AND COMMERCK,

Apart from the special war measures, all phases of the work of the Departiient of Industries and
Commerce have been adapted to the efforts of the Dominion in bringing the war to a successful
conclusion.

STANDARDS,

Towards the latter part of the war of 1914-18 the importance of standards was recognized, and
here in New Zeuland mdustey s bebng assdsted to obtain maximun restlis, to eliminate waste, by the
activities of the Standards Section in promilgating codes for simplitication of production in industry.
The total number of standards in operation in the Dominion ix 280, and these cover civil engineering,
mechanical engineering, electrical enginecring, chemical engineering, the paints industry, the building
industry, and sections of the dairy industry,

The Standards Section is a unit of the Kmpire Standadizing Bodies, and thus in the exchange
of services and ideas can and does materially expand its uselnlness.

Berreav or Inpusrey.

The Industrial Eiliciency Act, 1936, provides for the rationalization of industry, and the fact
that i recent months some fifteen indusiries have been licensed, including such important ones as
footwear, soap, radio, and rope and twine, gives some indication of the usefulness of such an
enactinent in time of war.  Wasteful competition o manufacture can be overcome, and so a not
teonsiderable saving in man power effected.

Future developments can be planned with some degeee of cortainty by manulacturers, and the
protection of the interests of consumers ig assured.

Import Conrror.

On the Hth December, 1938, measures were taken by the Government to control imports, and it
became impossible for importers to obtain any supplies of goods or materials from overseas without
perniission. On the outhread of war the fact that practically twelve months” experience had been
obtained i the adininistration of this control of imports wax invaluable. 1t was possible to adapt
this system immediately to the war needs, and as time has gone on the control has heen exercised more
and more towards the necessary saving of foreign exchange, xo essential in the purchase by the Allies
of munitions and equipment, for the service of the armed forces.

Another factor has been the encowragement given to manufacturers to expand their local plants,
and in many cases 1o sef up new units for the manufacture of articles previously imported, many of
them from foreign sources,



15 H.—38.

Hxraysion or Locan INDUSTRY.

That this expansion is of moment may he gnnged Teom he Taet that vo less ihan 120 new lines
are being produced in the Dominion, and these cover such itens as rabsher shovs, storage batteries,
electrical appliancees and fransformerss wased-paper containers, cosmetios, enrpets and hody corpet,
roofing-tiles, plastics, motor-vehicles silencers, enanmel and Teguers, foys: cis and electrie ranges, and
many others.

Not only have these new industries been set up, but existing units have been encouraged to expand
their plant and production to an extent not previously (‘H\'l}-‘wl“‘_{l‘(l.

Remunerative employment has been made available to some thousands of wdditional operatives,
and, provided these indastries are maintained, public morale is inereased,

The Department of Industries and Commerce, throngh its close association and confact with
industry, has been enabled through the Industries Commitice to ensure to manuficturers a steady
stream of raw materials for industry.  Admittedly there have been some delays occasioned in the
main through causes over which the Dominion has no contral—luck of shipping space and difficulty
in obtaining deliveries of the raw materials required from overseas manufacturers,

While the Customs Department is charged with the administration of the regulations, the
Department of Industries and Commerce exercises an advisory function inmaking recommendations
covering the requirements of industry, and it is in this field that the Department has been enabled to
assist manufacturers in obtaining their necessary supphes.

Exrorr Trab.

The Departient, again with tts overseas officers, hax endeavonred to expand the markets for
our cxportable surplus of products.  With the taking over by the British Government of our total
wool clip, and with the desire of the Government to be inoa position te meet any e ale whieh the Dritish
Government might make for supplies of (l:LH')‘»]nmhl(o, meat, hides, and skins, there has not been the
possibility of expanding this trade to the maxinwnm extent, bt every endeavonr is heing made to meet
inquiries and demands made by other Empire sources and foreign markets.  In particular, attention
is being given to the possibility of making available to the armed Forces in India and Barma certain
of our products desired by the respective Governments of India and Barma,

In all it may be said that the fullest nse is being made of the Department in earryving out its duties
in stueh o manner as can best serve New Zealand and the Fenapive in bringtng the war to a0 suecessful
issue.

TRADING WITH THE ENEMY.

Prior to the crisis of 1933 a special Committee representative of the Departments of Tndustries
and Commerce, Customs, Justice, Navy, Marine, Treasury, and Pablie Trast, with an ofticer of the
Organization for National Security as Sceretary, was set up to frame vegulations providing for control
of trading with the enemy and custody of enemy property should war break out.

This Committee framed suitable regulations which on the oothreak of war with Germany
September last were put into immediate effect and became Taw on the 4th September, 1939,

The Knemy Trading Emergency Regulations 1939 are administered by the \lunsl(\l of Industries
and Commerce, and pmhllnt, ll‘d(llﬂ” with the enemy in any shape or forni, except by special
permission of the Minister.  In (ul(htmn, the regulations provide for the declaration of any person,
firm, or company as an encmy trader, and upon such declaration it becomes unlawful for any one to
carry on husiness transactions with such declared person, fivm, or company.

Wide powers of investigation into the affairs of any person suspected of having eneray wssoviations,
or being under the eontrol of enemiles, are given to the Minister, vho may delegate his ..ullmniy to an
officer of the Department of Tndustries and Commeree. Restrietion of husiness niay be enforeed by
the Minister where it is shown to his satisfaction that such business is being carried on wholly or
partially by, or on behall of, or under the control or management of, an cnemy trader or an alien
enemy.

Provision is also made for the prohibition of exports where the Minister of Customs has reason
to suspect that the consignee of any goods shipped or about 1o be shipped is an enemy trader ora person
engaged in any busibess undertaking or communication injuricas to His Majesty.

Under these regulations investigations into the affairs of anumber of ¢ mnpmi(" have been carried
out, but to date it lms heen found nec ossary Lo gazette only one concern operating in New Zealand
as an encmy trader.  Returns of foreign (mwxpond{ nts hove been sought from o large nunmber of
commercial houses, while the (l():« st contact has been maintained with the United Kingdom authorities
{(the Ministry of Keonomic Warfare), and lists of enemy traders or, as termed by the United Kingdom,
“specified persons,” have heen published in the Guzetie for general information. These lists give the
names of those persons, firms, or compantes n newtral comntries with whom dealings are unlawful.
Other activitics of the Departinent in s administration of these regulations have included efforts to
obtain delivery of goods laden on board encmy ships refuging in neutral ports and destined for New
Zealand., The actual negotialions in this regard have now been un(lm’f‘nl\'vn by the Aussociated Chambers
of Commerce of New Zealand, which body, in the persons of their pr(\wlv it and seeretary, has been
authorized by the Minister to deal with and make payments to the German ship-owners. These
dealings and payments would, but for the authorization mentioned above, he in contravention to the
egulal,ltms. The closest contact 1s maintained with the Associated Chamber and with the London
Chamber of Commerce, which has been entrusted with the work involved in obtaining thie release.

Numerous applications for the Import of goods of German osigin fron varions sourees, which except
ander license are prohibited, have been dealt with. The clorest contact s maintained with other
State Departments, and all infonnation which might prove of value to the Mintstry of Eeonomic Warfare
is forwarded to London.
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The Knemy Property lhm(‘wen(y Regulations 1939, ax amended hy the Enemy Property Tmergency
Regulations 1939, Amendment No. 1, provide that the Public Trastee shall be the custodian of enemy
property and shall be the person to whoneall monevs payable to the encmy shall he paid. Not iication

of all enemy property held is to he made to the Public Trustee, and 1114- Mimster of Industries and
Commerce may by warrant appoint the Public Trustee as the controller of the business of any enemy
trader.

With the military cceupation of territory other than the German Reich, both the Enemy Trading
Emergency Regulations and the Enemy Property Emergency Regulations become applicable, as the
definition ** enemy country ™ means the territories of Germany and inclade also any territory for the
time being in the occupation of the military forces of Germany.

PRICB-CONTROL.

Karly in May, 1939, the Government established the Price Investigation Tribunal, consisting of
the Hon. Mr. Justice [lunter, a Judge of the Coart of Arbitration, and Mr. ML L. Wise, Advisory Officer
of the Department of Industries and Commerce, whose funetion it would he to exercise continuous
supervision over prices, to examine price increnses, to arrange for im'w!iw:xt‘inm: and nquiries, and to
make reconmendations to the Government.  On the 2nd June, 19397 the Government made the Board
of Trade ('rice Investigation) Regulations, under which persons or firms making increases in e price
of specified goods after the 2nd June, 1939, had to nnhf\ the Tribunal and eive the reasons for such
inereases.  These regulations applied to o wide range of commodities, and also to the performance of
preseribed services, other than a contract of services hetween master and servant.

Within the Department of Industries and Commerce the Tribunal had become established with
a staff for inves tw(xtmu prices efficiently when war broke out.  On the lst September, 1939, two days
hefore war l)m]\(' out, the (fovernment issued the Price \mlnhmtlon lummu(\noy RonuLL‘rmns 1939,
under the powers contained in the Public Safety Conservation Act, 1932, and charged the Tribunal
with their admimstration. 1t was hnhnmtv that the Teibunal was alrmdy Mmbhshod, as the volume
of investigational and judicial work imvolved immediately became very cobsiderable.  The regulations
made it an offence, for which heavy penalties are prov ided, for the prices or charges for any g goods or
services to be raised ahove the lowest levels ruling on the Tst b(*ptemher' 1939, mthmn prior consent,
The regulations provide that sueh consent to raise prices may be given by the Hon. the Minister of
Indushl('s and Commerce, and shortly after the regulations had heen in operation these powers of
consent were delegated to the Tribunal.  The l(‘glll(ltl()llh also contained provisions to prevent honrding,
which were very necessary in the carly days of the war when rumours of shortages and memories of
shortages in the last war prompted some people to attempt fo lay in excessive stocks of essential
commodities.

The purpose of the regulations was to hold all prices ut existing levels during the first days of war,
when the fivst shock might tempt some traders to attempt to u\pim the position or to Mlil(l])zl’[(‘
increases in prices, or for buyers, by buying, or att omptm to buy in larger quantities of 2oods than
formerly, to out-bid cach other for stocks. That such conditions |n|n}11 have developed had there
been no control is quite probable, as the Tribunal was lmm('dl(ltoly in receipt of l‘zv.';_v'o numbers of
l)(‘rson(ll telephonie, and written representations, all designed to impress the necessity for considerable
mercases in selling-prices. Tt became apparent that prices could not be held at pre-war levels
indefinitely, and especially was this so in the cage of imported commodities. A number of factors,
singly and in combmation, bad the effect of vaising the costs of Tanding goods in New Zealand from
overseas.  First, there was the immediate charge for war risk msurance. Necondly, there were steep
increases in freight charges. Thirdly, there were nereases in the prices charged by overseas
manufactnrers or traders.  Fourthly, supplies from certain sources were cut off and coods obtained
from other sources cost more. l*lftlwl_yg the value of sterling in terms of the dollar ami (mlum other
currencies fell, and this had the effect of raising the costs of all goody imported from the United States
of America, Canada, and certain BEuropean countries. A sixth cause of higher costr consisbed of changes
in the m('ﬂmds of packing, & When it is realized that for many commodities all these inerenses in
cost operated not only m combination, but also cumulatively, it will he appreciated that the added
cost to New Zealand of such goods m(lms(‘i very constder: 11».\ Conseqaently it became necessary
to approve inereases in selling-prices above Tst Beptember levels, but in approving such inereases two
radical departures from orthodox business practice weve made. Firstly, traders wormally adjust their
prices on the basis of replacement cost that is to say, if the cost of replacing a particular commodity
rises they immediately raise the prices of all siuch goods s they Tave o stoek by an equivalent
percentage.  Thus, if the replacement cost doubled, their selling-prices of stocks v hand would he
doubled, too.  The second orthodox business practice was to arrive at the selline-price by adding o
percentage to prime cost to cover overhead expenses and profit. The application of these two principles
may be illustrated by an example. A trader lands goods into his warchouse for, say, £100 and adds
50 per cent. to cover his overhead and selling expenses and profit, making the selling-price of the goods
£150.  Bupposing the replacement cost of the goods doubled mo that the next shipment of goods cost
him £200, adding his 50 per cent. gross profit \\ould ninke the pru ¢ £300. Normally, the trader would
sell not, ()nly the newly arvived ”oo(ls for £300, but he would also mark up the goods he had in stock
to £300.  Thus, for two lots of Um)(]s he would have ssked £600.

The effeet of the application of this procedure on net profits may be summarized thus @ The
landed cost of the goods was £100, overhewd cxpenses £40, net profit £10, making o selling-price of
€150, The new landed cost was £200, overhead expenses are presumed to remain at £40, and the
difference between this sum of £240 and the selling-price is net profit. 1 the trader added 50 per
cent, to his landed cost to arrive at o selling-price OF £300 it is obvious Nis net profit would he £60,
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as against the previons net profit of £10. Farther, 1 he marked up the price of the goods he had in
stock according to their replacement cost he would sell them for £300. His fanded cost was £100,
overhead £40, and his net profit would amount to £160, as against the £10 he would have obtained
had not landed costs visen. Thus on the two parcels of goods his net profit. would have been £220,
The policy adopted by the Government was that such an merease n net profit from £20 to £220 was
unwarranted.  The arguments put forward by business men to show thai they would not in fact
derive this very considerable extra profit were that turnovers would not be mamtaimed and overhead
expenses would not remain unchanged.  'The Government agreed that there might be some validity
in these arguments, but maintained that the onus of providing the facts to prove any changes in
overhead or turnover rested on those who sought a margin of profit on extra costs, and that in the
absence of such factual evidence no profit on extra costs was justified.

While in normal times competition exerts a powerful check on the tendency of prices to rise
unduly, in times such as the present, when many goods are in relatively short supply owing to difliculties
of obtaining supplies from countries m the war zone, the demand for such goods as were available
might well have made possible the gaining of the excessive net profit visualized above.  Accordingly,
the (Government directed the Tribunal to approve increases in selling-prices in accordance with the
following principles :—

(1) Increases could be approved to the extent of actual additional costs.

(2) Such increases could be applicd only to those goods which had incurred extra costs.

(3) Where the margin of gross profit formerly obtained on similar goods appeared to be
excessively high some or all of the extra costs should be absorbed by the vendors,

The application of these principles to the example quoted above is as {ollows 1 The goods in stock
which had not incurred additional costs must be sold at the pre-war price namely, £150. The
price of the newly arrived goods can be inereased by the smount of the additional costs—i.c., £100—
thus making the new price £250.  Thus the whole of the goods, new and old, would be sold for £4100,
and not £600 as would have been the case under normal conditions.  The sum of £400 is a mmaximum
price, since the Tribunal might have considered the original mark-up of D0 per cent. was excessive,
i which case it would have approved only such an increase in price as it thought would give no
more than a reasonable return, and the vendor might have been compelled to absorb some or all
of the extra costs himself.

At a later date the Government agreed that the strict application of the above prineiples might
inflict, undue hardship on particular traders, and gave the Tribunal power to approve the addition
of a margin of profit on the extra costs i special cases where 1t was evident that such a margin
was necessary as a matter of justice.

The administration of price-control during the first fow months of the war revealed the necessiby
for giving the Tribunal wider and more specific powers, and in order to meet the position
the Government made the Countrol of Prices Emergency Regulations 1939 in December last, under
which the Tribunal was specifically constituted.  Its functions are to investigate complaints as to
prices, to issue price orders, to exercise the powers and functions conferred on me by clause 11 of
the Price Stabilization Kmergeney Regulations to hold judicial inquiries, in private or in public, hear
evidence on oath, summon witnesses, demand the production of books and documents, and generally
maintain u survey of all prices, institute proceedings for offences in relation to prices, and to take
such other steps as in its opinion may be nhecessary to prevent profiteering or the exploitation of
the public.

An important new provision was the power given to the Tribunal to make price-orders with my
authority. Such price-orders may fix actual, mininum, maximum, wholesale, or retail prices,
margins within which goods may be bought or sold, or by reference to amounts or percentages by
which selling-prices may exceed specified prices or inany other manner to meet particular circumstances.

This wider and more rigid control of prices inercased tmmensely the work and responsibility of
the Tribunal, and it was found neeessary to strengthen the «iafl by the addition of men who had been
trained and were skilled in various branches of commercial activity.  In addition, the Tribunal found
it necessary to work in close collaboration with trade wsociations, and with a number of such
associations schemes are in operation which considerably reduce the volume of individual applications
to increase prices without any lessening of the control itself.  Negotiations are also proceeding with
other associations in an endeavour to establish sinilar schemes. The Tribunal has developed o system
whereby all applications to increase prices are thoroughly investigated with the minimum of delay
and decisions communicated to applicants as speedily as possible. Traders now realize the extent
to which they may be permitted to raise their prices and supply with their applications comprehensive
and adequate documentary evidence to support their cliims so that such applications can be dealt
with expeditiously by the Tribunal within the policy laid down, and always with the aim of keeping
prices down to the lowest reasonable levels.

The success of price-control it New Zealund s recognized and is borne out by the evidence of
the relatively small rise in prices despite abnormal war conditions, as shown by the Government
Statistician’s index numbers, and by a comparison with the rises which have taken place in other
countrics.  Between July and December, 1939, wholesale prices in New Zoaland rose by 4-7 per cent.,
whereas in the United Kingdom the rise in such prices over the same period was 23-3 per cent., and up
to February, 1940, 31 per cent.  Other increases in wholesale prices i that period were : Belgium,
335 per cent. ; the Netherlands, 20-8 per cent. 5 Switzerland, 15 per cent. ; Denmark, 24-3 per cent.
In the first month of the war wholesale prices in the United States rose by 5D per cent., whereas
in New Zealand there was a fall of 0-6 per cent., and even up to December the New Zealand index
had risen by 47 per cent. only.  The rise in wholesale prices in Australiav from September, 1939, to
February, 1940, was 4-6 per cent.
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The index for retail prices m New Zealand has risen sanee the onthreak ol war by I8 per cent.
In other countries the rise in the cost of living has been much higher—for example, i Greal Britain
it was 14-8 per gent. up to March, 1940, in Denmark up to January it was 10-9 per cent., o ive up
to February 1t was 13-9 per cent., i the Netherlands up to Becenber it was 7-1 per cent., v Norway
up to January it was H-8 per cent., in Sweden up to January it was 53 per cent., in Switzerland up
to February it was 50 per cent., 1 Conada up to February it was 3-8 per cent., n Egypt ap to
December it was T per cent. The increase in Australia for the quarter ended March, 1940, over the
figure for the quarter ended September, 1939, was 1D per cent.

The comparison between the increase in the cost of living in New Zealand and Australiu is slightly
to the advantage of Australia, due very largely to the fact that the latéer country imports a pro-
portionately smaller quantity of goods than does New Zealand. 1t will be recognized that there is no
control over the increases in the price of goods imported from overseas

1t can he said that price-control has heen more exacting in New Zealand than in other parts of
the British Empire, and the necessity for such control may be ganged by the rapid and large increases
which took place in countries where the control was less rigid.  While 1t has not been Imwal(' to fix
prices at pre-war levels, profit marging per unit have been fixed at those levels, and it is felt that such
fixing has been of considerable benelit to all consumers.

The actual policing of the regulations is carried out by the stall of the Tribuual in Wellington
and the District Oflicers of the Departnient of Industries and Commerce at Auckland, Clivistehareh,
and Dunedin.  Tn addition, Tospectors of Factories m other towns make periodical checks to cusure
that the prices being charged are those approved by the Tribunal.  Tn additton, the Tribunal receives
from time to time inqguiries {rom mmnlwr:‘, of the publiv as t9 whether the prices being charged for
particular goods arc approved or are reasonable, ami the Tribunal makes o full investigation i all
such cases, and takes appropriate :1.(zbi(m.

Members of the stafl of the Tribunal are at present engaged in collecting evidence in regard to
cases where 1t appears that various traders have put up their prices without, first (Jl)hunmg the
requisite u,uth()rity, and the first of sueh cases will be coming before the Courts in the very near
future. The Tribunal works in close co-operation with Government Departments which have had
wide experience in various phases of commercial and mdustrial activities.  In particular the Internal
Marketing Division renders invaluable assistance on questions of marketing, the Agriculture Depart-
ment helps considerably as regards conmmodities used by the farming community, the Burcau of
Industry assists on questions relating to factories, and other l)t'paxtnn'nt also make their knowledge
and experience available to the 'l ribunal,

An indication of the substantial savings eflected may be quoted, but it will be realized that
savings in other industries have also been of considerable m(x‘;,;mtu(le.

The price of tea has been advanced with the approval of the Tribunal by reason of inereased
costs of new supplies, the inereagse that has taken place has been only to the extent of actual increased
costs, and has only been incurred in respect of new stocks which have actually borne the increased
costs.  Had the Tribunal not been in existence, then old stocks would have heen advanced in price,
and an additional amount of profit would have heen obtained both on old stocks and new stocks.
Over a few weeks 1t s estimated that the savings to the consumers in this connection were no less than
£25,000, and the total saving over the whole period of control has, o course, been considerably
greater than this amount.

In connection with tea-prices it will be of interest to note that reductions from the levels of the
first few months following upon the outbreak of war have sinee been made.  The Tribunal is in
continuous touch with the position in overscas markets, and wherever downward movements oceur
the Tribunal makes every effort to ensure that commensurate reductions are sooner or later effected
in the prices of the products in New Zealand.  This checking of overseas market prices applies to
many other products than tea.

I conclusion, it may be said that the control over prices in New Zealand hag been effective and
has not caused to the business (mnmum(y the inconvenience which was predicted in the first days
of war.  The Tribunal’s investigations and inquiries arve heing made smoothly and decisions forwarded
quickly. 1t 1s certain that the control cxercised has resulted in very substantial savings to the
publie, and such savings have [ully justified the ngtitution of the control over prices.

By r\ufhonty L V Pauy, (‘m('lnmnnt P nnfm, We 11111” ton.---1940.
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