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REPORYT

The Select Comunittee of the Mounse of Representatives appointed to inquire into and
report upott the position of the Tobacco-growing Industry in Australia, with special regard to
the following aspects —

(e) The request of the growers submutted to the Frime Minister at Canberra in May,
1628, for a bounty on Australian-grown leal.

(6) The alternative request of the growers, submitted on the same occaston, for an
inerease in the duty on imported leaf and a decrease in the excise duty on
locally-grown leaf.

(¢) As to whether the arrangement entered into between the Commonwealth
Government, certain States, and the British-Australasian Tobaceo Company,
to carry out experiments in the growing of tobacco Jeaf in Australis, is in- the
best interests of the growers.

{d) As to whether, in the best interests of the growers, the arrangement should be
altered so a8 to ensure that the Federal direction of experimental work should
be made a permanent phase of the tebacco-growing mdusi;ly in Australia.

bas the honour to report as follows :—

INTRODUCTORY.

. The Select Committee visited afl the tobacco-growing areas in Australia, with the
exceptmn of those in Western Australia, and Northern Queensland. TIn the two States mentioned
only very small quantities of leaf are at present being produced for comrercial purposes, and
the Committee was able to obtain all necessary evidence relating to these activities. The areas
visited were Tamworth, Manilla, Texas and Tumut (New Sounth Wales) ; Wangaratta, Myrtleford
and Pomonal (Victorm} and Mount Barler {South Australial. Hvidence in regard to the
Queensland areas was taken at Brishane ; ; whilst the Minister for Agrieulture in Western Australia
furnished the Committee, by letter, with ofiicial information on that State’s participation ir the
industry. No evidence was sought froms Tasmania, where there is no tobacco-growing for
commereisl purposes at present.

All members of the Committee visited the areas in the districts mentioned, and the fullest
possible investigation was made info the condition of the industry, both by inspection of the
work of growers and direot interrogation of witnesses. The greatest publicity was given to these
visits, and to the wish of the Uommitéee fo hear evidence Irom all persons interested in the
tobacco-growing industry. The ovidence was not restricted o the bpemﬁc references, but every
phase was opened to throw light upon the position of the industry in all its cultural and commercial
directions.

The Committes is satisfied that the full scope of the inquiry was explored in every useful
direction ; also that the growers, manufacturers and cther interested persons who gave evidence
fully appreciated the efforts of the Committee to understand the nature of the problems affecting
this important industry. 1t is considered that every interest in the Australian tobacco-growing
industry was fully represented in this inguiry, and that ample opportunity was given each interest
to ?resent its views both by means of sworn evidence and cross-examination of witnesses .

The total number of sittings was 34. Altogether 85 witnesses were sworn and
exa,nuned while the number of questions asked sotalled 6,245. The total mileage. travelled
by the membercs of the Committee in the work of inspeetion and taking of evidenoce was 8,847,

The inquiry was commenced in Melbourne on 23rd January, 1930. To have its report
completed by the date specified in the Parliarcentary resolution, namely, Ist July, 1930, the
Committee had to take every opportunity of sitting.
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BEPRESENTATION BEFORE COMMITTEER.

3. At the oubset, a request was received fromy the British-Australasian Tobacco Co.
Pty. Ltd. to be allowed to have counsel or other representatives at all the sittings, in order that
the interests of the Company should be fully protected.  After carveful consideration, the
Committee decided that there was no necessity for counsel, but agreed to a non-legal representative,
preferably a divector of the Company. The Company accepted this offer and Mr. C. L. Bentley,
a director, who gave evidence on behall of the Company, appeared at all sittings undbil
he had to leave for England about the middle of April.  His place was then taken by Mr. W. W,
R. Swinson, also a director of the Company. Mr. €. K. Lough, the Company’s tobacco bujer
in Australia, was also given permission to attend the sittings. 'The vepresentatives of the Company
were at all sittings mvited by the Chairman to ask the wilnesses any questions, and this privilege
was availed of on many occasions.

The Committee is satisfied that its action in allowing the British-Australasian Tobacco
Co. Pty. Lid. to take an active part in the investigation wag fully vindicated by the attitude
of the growers, who freely answered the questions of the Company’s representatives. The
Company also assisted considerably not only by its comprehensive written statement submitted
in evidence by Mr. Bentley, but by its submission, whenever required, of actual figures from ifs
account sales showing prices, quantities, qualities and gradings of tobacco purchased in any year
from particular growers. The Cornmittee found this information extremely belpful in ascertaining
the improvement made by various growers in the cultivatsion, curing and grading of their tobaceco.

The Committee also, at the outset, invited the varivug assoeiations of tobacco-growers
in each State to have an accredited representative present at the sittings. In most cases this
invitation was accepted, but owing to the expense of travelling, it was impossible for growers’
representatives to attend more than the sittings in their loval centre. Representatives of
associations or groups of growers who gave evidence and also asked guestions of witnesses were
Messrs. I'. B. Darling (President of the Victorian Tobaeco Growers’ Association, Wangaratta) ;
W. Considine Parkes (President of the Northern Tobacco Growers’ Association of New South
Wales, Tamworth) ; E. V. Kremer (Vice-President of the Manilla Tobacco Growers” Association) |
W. Lennon (Texas Tobacco Growers); M. Murphy (President of the Pomonal Tobacco Growers’
Assoctation) ; . A. Hunt (President of the Tobacco Growers’ Association of Bouth Australin,
Mount Barker); and R. €. Stevenson (President of the Southern Dhstrict Tobaceo Growers'
Association of New South Wales, Tumut).

Mr, C. M. Slagg, M.8c., Director of the Australian Tobacco Investigation, was also invited
by the Cominittee to be present on behalf of the Executive Cominittee of the Australian Tobacco
Tovestigation, and a similar invitation to be present was extended to the State tobaceo experts
to attend on behalf of the State Departments of Agriculture. Mr. Slagg was present at nedily
all sittings throughout the inquiry, and asked questions of witnesses. Messra. Temple A, J,
Bmith (Victoria), and C. J. Tregenna (New South Wales) attended the sittings in their respective
States, as the Government experts, and were permitted to ask guestions of witnesses, if they so
desired.

Evidence was submitted, not only by every association of growers and many individual
growers, but by every manuafacturer who cared to appear before the Committee ; also by many
mdividuals outside both the growing and manufacturing interests, who came forward in response
to the open mwvitation extended in Press notices, to afford any information at their disposal;
all members of the Kxecutive and Research Committees and the principal members of the stad
of the Australian Tobacco Investigation, the chief officers of the Commonwealth Council for
Scientific and Industrial Research; and by the responsible officials of the Departments of
Agriculture in the States of New South Wales, Victoria, Queensland and South Australia.

The Committee regrets that owing to the absence from Australia of Mr. Peter Michelides,
Managing Director of Michelides Limited, Tobacco Manufacturers, of Perth, Western Anstralia,
it was unable to obtain any evidence from that eompany, which the Committes understands
from statements made by growers in evidence is & large buyer of Australasian-grown leaf
priveipally from Vietoria.

Puspre Inrerest 1w Toracco Inpustry,

4. The Commitiee has been impressed with the interest shown by the Press and
the public in this inquiry. Wherever the Committee went it met mayors, aldermen,
public officials, newspaper proprietors and. reporters, and a considerable number of other citizens,
and invayiably the keenest interest was displayed m the Australian tobacco-growing industry.
A number of witnesses not actively identified with the industry voluntarily came forward to express
very emphatic opinions regarding the alleged poor quality of Amstralian-grown leaf. A great
many of the witnesses, also, expressed deflinite disagreement with the suggestion that various
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brands of tobaceoes manufactured in part or whole from Aunstralian leaf were of poor smoking
quality, with & bad aroma. Almost without exception those who, as smokers, were capable of
expressing opinions, disputed the contention thab there was a characteristic nastiness about
Australiah tobacco, which rendered it distinetly unpalatable to the average smoker. The
majority were of opittion that it was all a question of taste, with the retall price an important
factor. In many instances, these witnesses were invited to examine, and in some cases to smoke
various samples of Australian tobaccoes mannfactured by the British-Australasian Tobaceo Co.
and Dudgeon and Arnell. With few exceptions the witnesses considered that on appearance
these tobaccoes were inviting, and that the smoking palates to which they were adapted would
not find them unpleasant. * Waratah 7, an all-Australian brand manufactured by the British-
HAustralasian. Tobacco Company, received mauy favorable commepts. Cigazett, W
tobacco manufactured buwthe Beibich-dristratmamiedokaso e frinj{ilembeba e@'%fé/ saonhte

by Mr. Slagg, the Federal Director, were the subject c%'f%the éli%‘iég%twensomiums. Cigarettes
manufactured hsdindgeon.and—tmell from samples of Obateo, some with a shght
tobacce, submitted by Mr. Temple Smith, met with unmistakeable approval.

admixiure of Turlkigh

The great interest taken in the inquiry net caly by growers but by other citizens who
can be regarded as representative of the general public, satisfies the Committee that there is now
an awakened pullie conscience distinctly sympathetic towards the development of tobacco-
growing in Australia. The Committee believes that any Australian brands placed on the market,
and effectively advertised, would attract a lavgs wimber of smokers, more eapecially if the price
were considerably lower than the price of the majority of brands made from imported tobaceo!
It is probable, too, that if appropriate Australian names were given these local brands, the task
of the retailers would be greatly lessened,

HISTORY OF TOBACCO-GROWING INDUSTRY IN AUSTRALIA,

5. The printed records of the tobacco-growing mdustry in Australia wove made available
to the Comuittee, It is, however, very difficult to glean a conuecied story of the wlole industry.
An interesting summary of an historical nature s contained in the fellowing excerpt from the
evidence of Dr. Rivett i —

The intraduction of the seed of tobaccs and its first cultivation in Australia would appesr to have taken place
at least 7B years ago. It iz possible that migrating gold-miners brought in seed and cultivated the cvop for their own
use, Certain it is that ail of the older distriets are mtuated at, or in the vicinity of, old gold diggings. On the sther
hand, it seems probable that mmeh of the carlier extensive planting was forithe purpose of making sheep dip. Once
introdaced, tobacco-growing undoubtedly received its frst impetus in the decade 1860-T0, during and nnmediately
after the civel wor in America, when leaf imports were greatly restricted.

The census records show that tobaceo culture in Ausiralia has undergone merked fluctuations. [t is ranked
se one of our minor orops, although at one time it gave promise of occupying an tmportant place Inagrienlbute. In
1888-89 the area under crop was stated to be 6,641 acres, including 4,833 acres in New South Wales, 1,685 acres in
Victoria, and 123 acres in Qneensland, This early expansion was, however, nob sustained, and the following years,
while exhibiting wide variations in acreage and production, showed generally a downward trend,  1In 1920-21 the total
Commonwealth acresge wag 1,345, In 1022-23 this increased to 3,727 acres, but since then the area has declined
nntil in 1927-28 only 2,133 acres were devoted fo the crop,  Of this acreage, 805 acres were in New South Wales, 1,176
aeres in Viefioria, 135 atres in Queensland, 17 acres in South Australia, aund 2 acres in Western Anstralia.

Various witnesges remembered extensive growing by certain individuals in New South
Weles and Vietoris fifty or sizty years age, and in Queensland twenty vears ago. In those days
all the leaf was sun-cured. and was of the dark, heavy quality used largely in plug tobacco,
which was the form most popular with smokers up to the beginning of the present centary.
New Bouth Wales, Vieforia and Queensland employed tobacco experts at various mntervals to
assist growers, but as the industry did not show any tendency to expand appreciably, and as
the manufacturers began to show disfavour to growers of dark and heavy leal, the State
Departments of Agriculture, with the exception of Vietoria, did not appear to display continuous
mtberest. 1f a suitable man happened to be available, he was given the opportunity to see what
be could do with the industry; but as few really experienced men were available, no systematic
policy was pursued to try out the full possibilities of tobacco cultivation and curing. =

8. On the manufscturing side, the history of Australian tobaecco is more definite. Prior
to the formation of the Brifish:Australasion Tobacco Co. Ld., somewhere about the year
1904, a number of small unassomated companies were manufacturing. These companies
bought all the available local tobacco, which was usable for the dark plug brands which in those
days seemed to suit the taste of the smoking public. The prices paid for the leaf were variable,
from 1d. to Is. per Ib., according to the quality of the leaf or the urgency of the oceasion. Prices
in the vicinify of 6d. and 8d. appear to have been general ; although in some years as high as
is. 8d. was secured. Chinese growers flocked into the industry, many on shares with white
land-owners. The tedious method of setfing out and looking after the plants appealed to the
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Chinese teniperament, and the simple process of curing, namely by cutting the green leaf and
hanging it in sheds to dry over a six-raonth period without any expert attention, made no special
demand upon the technique of the growers. There seemed to be no anxiety on the part of the
manufactiurers to séoure light and bright leaf, consequently few growers made a study of soils,
“varieties of leaf, methods of cultivation and modern processes of curing. '

Notwithstanding the poor quality of the leal grown thirty or forty years ago—poor,
according to present-day standards—many white and Chinese growers kept in the industry
for years. and apparently found the low prices of those days sufficient inducement. Very little
plant or equipment was needed, therefore the capital outlay to commence growing tobaccs was
not-heavy 1+ and as a side line the crop was, ip a favourable season, likely to yield a satisfactory
profit.  There i TS A0ubt thet BHE 8T The inducements to 1ABAGWilérs was the fact that Chinese
were always eager to grow a erop on shaves, taking all the yisks and giving the land-owner very
ht{,le '\V{_’}r]_"'i‘i", Cor A e e LA o L S

Several witnesses testified to the good smoking qualities of some of the early tobaccoes
grown in New South Wales and elsewhere. They admitted, however. that the taste of the
public had radically altered since then. A few of these references are worth quoting —

Mr. C. F. White, Managing Director of Texas Hstates—

3267. I understand that you desive te tell the committes something about a loeal tobacco manufacturer here ;
ir that so?—Yes, iu the eighties, Greennp Brothers evected a factory in this distriet. They manufactured a brand of
tabaceo, which they called Texas Gold Bar, and I liked it immensely from the first time T smoked it.

3268. Was it a dark tobaceol-~INo, it was bright. At that time the men on the station all smoked the very
hlack tobaceo, such as Negro Head. When I introduced the Texas tobaceo, the men got to like i so much thut the
ordinary American stick tobacce was left on my hands for months. While Texas told Bar was obtainable, neither
I nor my neighbonrs smoked anything else. It was a light tobacee that did not burn the $ongue,  As regards aroma,
it seems to me it is only a matter of getting used to a tobacen. That Texas Gold Bar was Chinese grown and air-enred
and vaturally thers were onlv a few leaves on cach plant, and only & small part of the crop suitable for that kind
of tobacco.  Consequently, there was not much of it made, and it did not besome very widely known throughout
Queensiand or Austraiia.

3269. Do you rememher at what price it was sald?—1t was cheaper than the Ameviean tobacce, but 1 do not
remember what the price was,

3270. Do vou think that its cheapness had anything to do with its populavityt—1 do sot think so. It was the
quality that counted. It was grown here on these Texas flats.

Mr. G, H. SBaywell, at Sydney—(£.5022)—
“In the sizties there were several factories at work in Sydney. Those factories usually produced & biend of
Colonial and American Jeaf . . . . . . . . Dusing the nineties guite a substantial fzade was done in this.
blend, and & eonstderable amouat of Colonial leaf was produced and consumed ”

Mr. P. McNamara, at Adelaide—{Q.5120)—

I know five tobacco workers who have wovked with the British-Anstralasion Tobacco Co, Lid., for shirty years
They sl smoke Australian toboeco. One uses * Challenger 7, and ancther man who has had forty years experience

LE)

in the trade smokes dark twist made by the Company . . . . . . . . . .

7. With the advent of the British-Australasian Tobaceo Uo. Lid.. the position of the
growing industry rtapidly alfered. The principal local manunfacturers, notably Cameron
Bros., Dizson, and W. D and H. . Wills merged into the bhigger company, and a
number of the smaller factories sconer or later went out of exigtence. Up to that time the bulk
of the tobacco smoked in Austrabia was Imported in the manufactured state. According
to Mr. Bentley {(3.285) :—

About the year 1895 manufacturers found that they could not establish a succesaful business by manufacturing
solely or mainly from Australian-grown leaf, and seversl businesses actually failed which tried to do so. The public
would not take the product and the bulk of the trade was done in imported manufsotured brands.  This is howne out
by the fact that of the total guentity of tebaceo consumed in Australia in 1898 no less than 60 per cent. was hnported
manufactured tobacce. To meet the position, the use of imported leaf became essential to any manufacturer who
hoped for success, and it is only because of the use by manufacturers of American leaf that the competivion with the
imported article was mei, and that there is any tobacco manufacturing industry of any magnitude in existence in
Anstralia to-day. As s result of this policy practically the whole of the imported manafactured tobacce frade was
captured by the Australian factories, which would have been impossible had only Anstralian-grown. leaf been used.

It was the policy of the new tobacco merger to manufacture locally. Realizing that to
do this it would be necessary to secure the same class of tobacco leaf which was used largely by
British and American manuiacturers, the British-Australasian Tobacco Co. Litd. reduced
its use of Australian-grown feaf very considerably. Prior to this, the local manufacturers were



using as much as 30 per cenf. of Australian-grown leaf in their tobaccoes, snd within a few
years they reduced this to 10 per cent.; and to-day it appears that only about 5 per cent. of
local leaf is used in the total manufactures, the percentage varying in the different brands of
of tobaceo.

In the course of & few years many of the old popular Lrands of dark and medium plug
tobaccoes disappeared off the Anstralian marke!, giving place to light sliced tobaceo in attractive
fing and packets. According to the evidence of the British-Australasian Tobacco Co. Ltd.,
the public showed miarked appreciation of the change, as indicated by the steady increase in
the demand for all hght brands of pipe tobaceo. o the last few years cigarvettes have come
more into favour, necessitating a still lighter type of leaf of suitable burning quality. Tt i safe
to say that, as in Great Britain and the United States, so in Australia; at least 60 per cent.
of the manufactured output is in the form of cigarettes, with a decreasing demand for pipe
tobaceo (vide Ninth Report of the Imperial Economic Clommittee, p. 16-17). Cigars are rapidly
going out of favour in Austraiia, the trade in this regard having fallen to infinitesimal
proportions.

The necessity to import larger quantities of light leaf from the United States seems to
have decided the focal manufacturers to definitely discourage the growing of the old types of
dark heavy leaf in Australia. Not understanding the position, and not seeing any objection to
growing tobacco which was purchased al average prices ranging from 6d. te Is. 3d. per lb,,
many of the old growers took little notice of the continnal complaint of the buyers that the local
leal was upsuitable. Probabiy.the presence of many Chinese growers in the principal tobacco
areas, notably at Texas and Tamworth, had a good deal to do with the obstinate refusal4o-mnlee
a serious effort te improve the methods of eultivation and ecuring. 'The British-Australasian
Tobacco Co. Lid., being the principal buyer—other buyers being spasmodic and not in a big
way of business—found itsell between the years 1919 and 1923 overloaded with dark leaf in
gtorage.

In those years there was comparatively little flue-curing in the northern New South Wales
tobacco areas—Tamworth, Manilla and Texas—and in a good seagon, notably 1923, the total
crop of the hewvy sun-cured leaf would be as much as 1,500 tons. Flue-curing was being
infroduced to the Tumut distzict, the only other part of New South Wales which was
endeavouring to grow tobacco with a definite commercial purpose; but at Tumut less than
100 tons would be harvested. Victoria had by 1922 gone wholly into fue-curing and in that year
produced 150 tons. That Btate had not for many years made serious attempis to revive the
growing of tobacco by the old-time methods, and not smoe the very early days have there
been any Chinese cormmmunities in the Vietorian tobacco areas.

8. The British-Australasian Tobacco CUo. decided about the year 1919 to issue an
ultimatum to growers of the dark and heavy leaf. In 1923 a meeting was called at Tamworth
by the late Mr. John Gilmour, the Company’s buyer, and nearly all the local white growers
assembled. Mz, Gilmour told the meeting that the time had corme to grow a brighter type of
leaf, and to adopt the flue-caring method, otherwise his company could not undertake to malke
any further purchases in those areas. In other words, growers who pergisted in offering darl,
heavy leaf would do so at the risk of finding the produnct unsaleable.

From that time the whele character of the Australian tobacco-growing industry radically
altered. The Company, appearing before the Tariff Board in 1923, stated clearly that it had no
desire to kill the Australian industry, but merely aimed at inducing growers to concentrate on
the production of light and aromatic tobaceo, which would be more acceptable to the local
taste. An agreement, endorsed by the Tariff Board, was drawn up under which the company
engaged to purchase not less than 1,400 tons each year {700 tons each from New South Wales
and Victoria) for a period of three years at prices ranging from 23. 6d. to 6d. for the various grades,
of teaf, namely, lemon colonred 2s. 6d., bright makogany 2s., and No. 1 dark 1s. 6d., No. 2 dark
and bright 6d. to 1s. per lb.; and it agreed to furnish samples of the qualities required for
the inspection of growers at the State Departments of Agriculture.

The growers in all the tobaceo disfriets appear to have awakened to the faets of
the situation. The company extended the period for the extinetion of the 'Qi_d §q1_1~dryiug method
of curing by two years, undertalking to reduce the amount of the purchases of the dark, heavy
leaf in the Tamworth and Manilla districts until at a stated period no more would be accepted.

9. The growers both in New South Wales and Vietoria immediately took the keenest
interest, in the mgre intricate problems of the industry, and various associations were started,
cnlminating in, the. formation of an Australian Tobacco Growers’ Association.. This body
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requested a further and fuller investigation into the industry by the Tariff Board, and the then
Minigter for Trade amd Customs (ihe late Hon. H. H. Pratten) finally acceded, The Tariff
Board in 1926 visited certain tobacco arveas and took evidence from growers, and also held
sittings in Sydney and Melbourne. The inquiry was largely into the economic position of the
industry, costs of production in relation to the prices paid by the manulacturers being the
principal line of investigntion. The Board’s report, dated sed March, 1827, considered that
the mdustty had not mnergod from the stage of dark, heavy tobacco pzodue fion, and held that
the manufacturers were justified in their vefusal to pay more than the gnaranteed prices—which
prices the Board reported were 200 per cent. above world parity. The growers, in their evidence,
had asked for either a bounty from the Federal Government, or more protectlon by means of
higher import duties and a lowering of the excise. The Board considered the protection of 2s.
per 1b., then existing. was ample; but to encourage growers, who were subjected to serious
risks and losses through seasonal adversities and certain pests, among which blue mould (a
parasitic fungus disease) was proving disastrous, recommended s reduction of 6d. per . in
the excise on Australian-grown tobacco. The Bosrd did not offer a scheme, bub suggested that
this excise reduction should be handed to the growers in some way to be determined by the
Minigter for Trade and Customs.

The recommendation of the Tariff Board was not acted upon . instead the Mmister
accepted an offer made by the British-Australasian Tobacco Co. Ltd. fo give a voluntarv
bonus on certain qualities of tobacco, the amount of the bonus ranging from 3d. to 6d. according
z&%//( to the (3010111 o)‘ the leaf purchased. This honus was suhseguendly raised in 19928-29 to Is. for

domenraolovaad leal/ It was indicated by Mr. Bentley (Q.318) that the first 3d. was given to
ohoonrage-fimercnring, the next 3d. was to give a little more eneouragement to the growing of
> 1ghi; leaf and that the additional 6d. wae equivalent to the 19<‘Ummenddtmn of the Tarifi
ABoard and was virtually given by the Company to help the grower during the transitory period.

The majority of growers were always dissatisfied with the bonus arrangement, and in
\1ay, 1928, held a conference at Canberra, at which some thirty delegates from Victorian and
New South Wales tobaceo areas attended. A deputation waited upon the then Priwme Minister
(the Bt. Hon. S. M. Bruce), and reiterated the request for either a (overnment bounty
ranging from 3d. to 9d, on different colours of leaf, or further protection through the Tariff.
The Prime Minister declined to aceept either pmposq} but said the matter would be referred to
Cabinet for consideration.

Ne further action having been taken, the growers in 1929 pressed for Parliamentary action.
The appointment of this Se Ject Committes was the outcome.

19, The history of the industry may be summed up as follows :(—

From the early eighties to the year 1903 considerable crops of dark, heavy leaf mostly
acceptable to the manufacturers of those days were grown in New Sonth Wales and Victoria.
In that period the industry, particularly in New South Wales, was largely in the hands of Chinese
share-farmers. Various good brands of Australian tobaece were produced by local
manufacturers ; but the bulk of the tobacco smoked in Austzalia was imported in a manutactuved

state.

From 1903 to 1920 the bulk of the tobacco g,loxx n in Australia was produced m northern
New South Wales, where the Chinese share-farmers still adhered to the old methods
and produced a dark leal which was not acceptable to the manuafacturers. Victoria bad gone in
for flue-curing, but was not growing tohacco extensively, asseen i the Table in this report bhowmg
areas under tobacco, Queensland was confining her attention to small plots of cigar-leaf in
North Queensland and pipe tobacco in the Texas district. None of the other Btates was growing
tobaceo commercially. The total Australian production in any of those years would be from
1,000 to 1,200 tons, fully 80 per cent. of which would be sun-dried, dark leaf.

Between 1918 and 1923, the principal manufacturer, the British-Australasian Tobaceo
Company Lid. decided that it would no longer continue te purchase unlimited quantities of
sun-dried darvk leaf, and advised growers to grow bright leal and to adopt flue-curing. The
company in 1918 entered into an agreement to purchase, if available, 2,000,000 Ib. of leaf a year
for three years, at fixed prices. As the result of the smaller output inevitable by the adoption
of fue-curing, and effccls of the season, the production dropped heavily after 1923. The next
good season was in 1925-26, when 1,000 tons were produced.

At the present time, the growers arve producing not more than one-fifth or one-sixth of
the quantity of bright leaf asked for by the British-Australasian Tobacco Company.
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I1. The areas under tobacco and the total output each year since 1901 are as follows :—

STATEMENT SHOWING AREAS UNDER TOBACCO LEAF IN AUSTRALIA DURING BACH OF THE YEARS 1801-2 TO
192738 INCLUSIVE.

Year. k. ”'\",:, a.‘;g:“ b : Victoria. CQuesnsland. ,u?:r;]-:l‘m . ‘ :’gggg& Tasmania. Commonwagith,
! HOTES 1 ACres. ) acies anres } Fores acres BOPE3
15011802 | e 0y 18R ‘ ‘ 1,083
1902-1903 ; 37 171 a2 .. . i 1,210
19031904 407 29 772 .. | . i 1,508
1904-1905 7532 g | 784 1,642
1905-1366 S 16% HEES 1o
15061907 601 153 666 1,460
19071908 333 345 454 1,387
1808-1905 Gis 113 860 1,700
19051010 4459 321 384 1,874
1830-1911 1,006 230 355 2,330
19111812 1,501 356 303 2,449
1912-1313 1,914 188 a0z 2 745
1913-1614 1,002 284 731 3,007
1914-1015 . . 1,563 196 Gid 3878
16151916 . .. LETT 168 169 1,508
1616-1917 . .. 852 73 337 1,342
1917-1918 il 42 289 1,162
1915-1919 1,780 AT 213 .. ‘ . . 2080
19189-1620 1,004 106 32t .. ! . .. 2,331
1920-1921 1,021 85 228 Tl .. 1,345
19211922 1,184 604 108 | i 1,967
1522-1923 2,658 | HG L79 . 3,127
1928-1924 1,450 Lust | 276 15] 2,783
15241925 79! 1,228 66 3G 2,149
1025-1920 1,473 L1798 6 11 2759
1926-1927 881 1,154 123 27 i 5 2,199
1927-1928 86% 1,178 135 L 2 2,13%
|

+ Imeluding Northern Territory, 1 nere,

STATEMENT SHOWING THE PRODUCTION OF TOBACCO LEAF IN BACH STATE OF THE

COMMONWEALTHE DURING
THE YEARE 1801-2 TO 1927-28 INCLUBIVE.

| o .
Your, N e‘% ni"e(;l.lm j Vietovin, ‘ Queensinnd. 4 :’S'i?;ﬂ o ﬁi?;g'];; Tasmani, i; Componwealth.
cwt. J ewt. I cwt, owt. owl, owi, | owt,
100119072 1,971 345 | 5,848 8,164
1002-1803 2,604 781 | 1.818 5,208
1905-1804 3,320 &8 | Bt 0,785
1904~1905 5,018 L2 7,125 19,252
18605-1906 7,327 1405 | 1,230 18,082
1006907 5,471 603 6,484 12,428
19071008 3,438 2,762 | 2,442 8,644
1908-190% 3,838 2,647 | 5,389 11,874
1800-1610 3,408 2,740 4,018 13,254
1916-1411 8318 Logo 7,582 17,185
1911-1912 15,043 3,088 4,280 22,986
19121013 13,363 §81 | 2160 18,6071
19131914 18,107 | 2,037 3,002 23,246
16141015 10,065 1,162 5,624 14,881
1916-1018 9,563 594 2,063 12,299
1916-1917 il 410 2,071 3,402
19171018 2,609 326 961 | 4,006
1918-19018 20,952 1,335 LG40 25,787
16181020 14,236 2,660 1,762 . 23,667
1820-1921 7,749 08 1,097 b 9,762
10211922 3,386 3,735 1,304 & 13,433
10921922 27,122 4,151 1,456 . 32,720
19281924 8,225 | 1,183 1,886 1a 12,201
10241925 4,567 | 3,198 1,212 81 9,050
19351926 1,808 LB 924 4 - 205,668
1926-19%7 6,405 3,454 918 88 13 10,878
16971028 A,067 9,053 97% 87 55 16,143

# {neluding Nurthern Verritory, 7 owt,

12. The total number of tobacco-growers registered in each State, each year for the years
1920 to 1929, is, according to statistics supplied by the Customs Department, as follows :—

Ser o | i, | quesima | S | Wemn | i | ommonmean.
1920 379 59 165 Nil Nil Nit #03
1991 147 Fill) 156 13 Wit il GB6
1922 5l4 is 122 12 Nil Nil 783
1623 487 6% 89 2 20 Nil 367
1624 329 87 88 3 28 Nil 536
1995 252 it} 75 14 34 il 454
1826 280 a6 Gl 12 18 Nil 400
1927 218 47 58 15 23 Ni a8l
1628 193 69 54 17 44 Nil 377
1929 263 a6 48 18 &7 Nil 72

(Note~Only a small number of Chinese arel oft fu the iﬁdﬂstry', and they are confined to Northern New South Wales.
Ttalians axe growing at Texes.)

A few
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FEDERAL TOBACCO INVESTICGATION,

18. The origin of the Australian Tobacco Investigation dates from an offer made by the
British-Australasian Tobacco Co. Py, Ltd., before the Tariff Board in 1926 to further assist
in the development of the tobacco-growing mdustrv in Australia. Particulaas of the company’'s
offer and the development of the necessary organization to give effect to it are gwen in the First
Anuual Report of the Development and Migration (‘Oﬂnm%ioz\ 1626-27, viz. :

In August, 1926, the representative of the British-Australasian Tobacce Company Pty. Ltd., when giving evidence
hefore the Tarift chd made an offer on behalf of the Company to provide a anm ap to £50, OG{) for expenditure in
conjunction with the Federal and ‘or Btate Governments on a £ for £ basis for the development of the tobacco- -growing
industry in Auvstralis.

The Development and Migration Commission and the Council for Belentific and Tudustrial Research subssquently
discussed this ofier with the Company, with the result that a definite proposal was submitted by the Company and
agreed to by the Commonwealth Government. The srrangement is that over & period of three years the Company
will find £20,000 rateably with the sum of £10.000 to be found by the Commmonwealth and /or State Governments for
the purpose of carrving out investigations and field experiments. ¥, at the expiration of the three-vear period,
developments are suffictently satisfactory to warrant further effort, and it is mutually agreed that further expenditure
s justified, the Cempany will provide a further £30,000, conditionally npon the Commenwealth and/or State
Covernments providing a similer amount.  The total ameunt that may he applied to this work is, thevefore, £90,000.
The Commenwealth Government has made an arrangement with the Governments of the fve matuland States, under
which it s provided that, over the first period of three yenrs, the Commonswealth will find £5,000 and each State £1,000,
and over the second period the Commonwealth £15 000 andl each State £3,000.

Under the terms of the Agreement, an Executive Committee to control the policy and geners! divection of the
fu] 3 1 5 inl

investigation was constituted, and i& was agreed that the vontriluting ‘%at{w should nominate the DMrectors of

Agriculture, or such other officers deemed suitable, to act as an Advisory Commithee.

It was also a condition of the Agresmens that the Hxecutive Committee shonld consist of a representative of
the Commission, a representative of the Bxeentive of the Comneil for Scientific and Tndustrial Resear ch, and a thied
member to b jointly appoimnted by these two bodies.

The Executive now consists of Mz, H. W, Gepp, the Chatrman of the Development and Migration Commission:
Dr AL C D, Rivett, Chisf Executive Officer of the Couneil for Beientific and Industrial Reqmr(‘h aad Dy, Darnell-Bmith,
Director of the Botanic Cardens, Sydney, who bas had considerable experience on the scientific investigational side
of the tobacco industry in Australia. 1t has also been deeided to appoint as an additional full member of the Kxecutive,
Dy, 8. 8. Cameron, the Chalrman of the Standing Comumittes on Agriculture of the Conned for Seientific and Tndustrial
Research. It may be mentioned that all the State Departments of Agricolture are represented on this Standing
Commities by their permnanent heads.

The investigation will cover the whole field of the economic preduction of tobaceo in Austrelia.  Two factors
which, more than any other, dominate the indwstry in Australia ave, firstly, the prevalence of a destructive parasibic
fungus disease in the seed-beds, cowmonly ecalled * blue mounld,” and, secondly, the difficulty of producing tobacco
with a goed burning aroma. Osher [actors are the determination of soil snd cfimate best suited for tobacco culture,
the production of a tobacco of light colonr, for which there is & popular demand, and the problem of securing trained
Jabour,

APPOINTMENT OF FEDERAL IhrpoTon.

14. The first task of the Hxecutive Committee was to securve an experienced director,
and advertiserents were inserted in British, American. Canadian and South Afsican newspapers
G{Eeung a remuneration of from £1,500 to £2,000 a vear for three vears with travelling allowances,
Mr. €. M. Slagg, M.8¢.. formerly chief of the Tobacco Division of the Canadian Department of
L&gmcu]mre and with wide ex perience in the United States of America. was selected from a large
number of apphcants.  According to 1. Cameron, Sir George Julins and Mr. Gepp, no promise
was made to Mr. Slagg that his appointment would be continued beyvond the three years of the
engagement, but it was admitted that he was given to nnderstand he would very Yikely receive
an extension in the event of the confinuance of the iuvestigation work, Mr. Q‘alaog arrived in
Australia in March, 1928, and immediately commenced his duties. Previously the Executive
Comumittee had authorized a survey party, cousisting of Messis C. J. Tregenna, icmple ALJ. Bmith,
R. W. Howell and E. P. Bainbridge, to visit the existing tobacco areas, and any other areas,
for the purpose of collecting data which could be placed at the dispesal of the newly appoiunt ed
director upon hig arrival. This information was given to Mr. qmgg who used it as a stavting
point.

The report of this survey party has, however, not been published for the reason given by
Dr. Rivett in his evidence as follows :—

As a matter of fack, this report was not prepared for publication hut for the information of the Execufive
Committee and the Director of Tuvestigations. Apart, however, from this consideration, it contained conclusions
which the Executive Uommitiee was unsble to accept as proved, aud some of these conclusions, i published, would,
in the opinion of the Executive, have been lable to affect pxe}lldmaliy eertain sections of the present growers. This
latter cousideration, which has always been and w ill vontinue to be in thie forefront of the minds of the members of
the Fxecutive OOmmIttee made it a1l the nore cssential that they should be quite sure of their ground before consenting
to publication.
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Work OF THE FEDERAL INVESTIGATION.
15. Mr. Slagg has visited existing centres and delivered addresses to the growers. Barly in
1930, he issued his first official bulletin, giving the detailed results of hig experiments and tests in
regmd to the growing and curing of many varieties of tobaceo, with soil analysis, and conditions
of growing. He also gave the resuits of smoking tests.

At the first poblic meeting of the Select Committee, Dy, Rivett, on behalf of the
Executive Comittee of the Australian Tobsceo Investigation, presented a Pro“u.ss Report to
January, 1930—a ipnﬂfhv docmment setting out in ciotaﬁ the wml accomplist 18(1 and then in
hand. “This report is published in full in the Minutes of Evidence of the Committee.

The Comumittee s of opinion that the first three years of the Fedeval nyvestigation have
been productive of good results, which may lead fo betfer vesults later © but it is satisfied that
the cost of the limited amouut of experimental work has been excessive. Dos saibly this is d e
to the initial difficulties to be overcome.  Oune obvious reason, however, is the gener oblty '
British-Australasian Tobaceo Company, which has contributed its promised quota in a
manner, without requiring any report upen the manner and method of the e\,mmhmn The
(‘ompamy informed the Commitree that its motive in adapting this attitude was to dissipate any
suspicion that might be in the minds of the growers and other interested parties thut it (1 the
Company) desir E‘d o dominate the mehuahon work, and direst it into certain channels.

Parricirarion or Brevisi-Susvranasian Topacco CoMpany.

16, Afeer hearing the evidence of the company, the members of the Tobaceo Investigation
Fxecutive, and many tebacco-growers, the Committee ig satisfied that the Lompany, “which
has contributed towards the mw‘mua don up to the present umw was justified in not interfering
with the poliey of the exccutive and the work of the executive’s officers ; also that it genuinely
desired to see its money well and wisely expended in the improvement of Australian tobaceo-
orowing. The majority of the Comnittee, howavej’: considers that as the industry i3 productive
of 3o much revenue for the Commonwealth, it should be taken under the wing of the Federal
Government as a permanent responsibility, without any dependence upon the generosity of
manufacturers or others for the continuavce of pecessary scientific and experimental work.
While suggesting that the expense of this nvestipation work should be borne as a matter of
necessity by the {cnnm(}mveaifh Foverianent, the Cornmittee considers that the British-
Australasian Tobacco Compeny is deserving of spbcml commendation for its gift of sach a large
sam of money in this direction. Tf the (mnpany is desirous of further participating in the
investigational work, its offer shouid he welcomed by the Government : but at the same time,
it shonld he made clear that any other manufacturer or interest is open to make a contribution
to the funds required for research and expertmental work in connexion with this industry.
Possibly, it would be advisable for the Government to establish a fund for the exclusive purpose
of scientific and field work in directions specially desired by the manufacturers. This fund
couid be earmarked for that purpose, and thus be prevented from being merged into general
administrative funds used for Fedeval direction of the tobacco-growing 111(511511}7.

FUTURE FW)FHAL CONTROL.

The Committee considers that if Aastralian tobacco-growing 1s to develop into a
hig nauonal induostry, embracing all the States, 1t 1s necessary that %31@19 should he permanent
and strong cenfral diveciion of scientific and experimental work., The foundation of this work
has been laid by the Federal Tobacen Investigation Executive, which is now ceasing te function.
The form of new control subanitted by Mr. Gepp provided for the appointment of a consultative
gommitbee consisting of Di. Rivett, representing the Counc il for Scientific and Industrial
Research ; Mr. Gunz, representing the Developmont Branch of the Prime Minister’s Department,
with hiroself (Mr, Gepp) as chairman. It was proposed that scientific questions and small scale
field work associated therewith should he handled by the Couancil for Scientific and Tndustrial
Research and that she large scale field work shounld be placed under the Development Branch.
This proposal does not appeal to the Uommittes, for the reason thaf 1t removes the real confrol
and the responsibility from the proper officer, who is the salaried Federal Director. There appears
to be no advantage in establishing such a consultative committee of three members, all of whom
have other Important duties to occupy their attention and none of whom can act in this particalar
direction other than as an intermediary. To set up this outside authority over the responsible
officers, whose very reputations are dependent upon the proper fulfilment of their duties, is in
the opinton of the Committec to court overlapping and confusion. It will certainly tend to
deprive the Federal Director of a proper sense of responsibifity, and may lead him to regard
himself as a subordinate and inferior authority, with no power of direction or initiation,
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Tt is necessary also that the overhead expenses of the new tobacco control should he cut
down to the minimum ecompatible with efficlency. To conbinue the pelicy of having many
directional heads, all of whom are actively associnted with other duties, means, m the Committee’s
opinion, to perpetuate the distrust which has existed in the minds of the growers. The industry
is at present in its infantile stages, and therefore does not require a heavy central directorate.
All it needs is proper departments! control in regard to expenditure upon scientific and field
work, under an casily accessible Minister. to whom the Federal Director should be alone
responsible for the proper fulfilment of his duties.

Considering the large salary being paid to the Director, and the comparatively small
assisting staff required for his purposes at present and for some time to come, the Committee
is convinced that the best results will acerue to the industry, as well as to the Federal Government,
if & responsible Director is appointed to a permanent position, with enty the ordinary departmental
. conditions of employment. He should be guaranteed freedom from all intferference except
through the Minister. This will simplify the whole procedure, invest the position of Director
with more status, and bring the actual directional officer of the Federal Tobacco Department
i personal contact with the growers. He will also be able to discuss with the manufacturers
matters relating to the disposal of each year's crop ; and in necessary cases he can assist in the
settlement of differences between the buyer and seiler.

18. The Comimittee thinks that the new system of control should be at least as permanent
and efficient as that existing in the United States and Canada, in both of which countries there
are Federal Departments under a director. The scope of these Departments is indicated in the
following evidence given by Mr. Slagg :—

131, If a federn] deparfment of tobaceo were eatablished with a permanent director, do you think it would
still be necessary for the States to maintain their present departments, some of whom might be hostile to the federal
workst—That would be necessary only in those States where tobaceo production is a commercial enterprise of value
to those Btates, and that matter should be left to the various States.

132.- Buppose the States abolished their present departments and handed the whole matter over to the
Commonwealth, do you think the interests of the mdustry conld be safegrarded more economically than at present?—
On my experience of agrienltural experimental worlt in Uanada and the United States of America Ishould say that the
Rtates should have men to make direct contact with the growers in all cases where those States have a commercial
going activity, and that the federdl body should he concerned with problems that transcend State matters,

133. Can vou make it clear just what work should be left to the State? My attitude is based os experience
as a representative of the Federal (overnments of the United States and Canada in carrying out experimental work
_on tobaceo it co-operation with the different Statsg and provinces, Naturally, the work is not done in an exactly
similar manner in both countries. In the United States of America, the sitnation is somewhat different {rom that in
CUanada, bocause in addition to the Federal Department of Agricultare, whick is a very large efficient ozgunization,
there are also some large State agriewltural experimental stations, generally conducted in consexion with State
yniversities. The relationship between the Federal Department and the State institutions is quite cordisl. The
Federal Department recognizes that certain types of work must be carried out in the distriet whers the problems are
to be met.  Tn that case a federal officer is detatled to work with a 8tate agricultural exparimental station. The naual
procedure there is for the Federal Government to pay the salary of the man who is definitely on the staff of the Federal
department, snd to pay all his travelling expenses. The agrienltural experimental station furnishes bim with laboratory
and offices, land, labour, and equipment, and anything he wishes within the Limits of its organization. . It is supposed
to be a half and haif arrangement, so far as expenses are concerned. The vesults ave usually published co-operatively,
though they may be published by both parties, together with a séetement that the work has been carried oub
eo-operatively. I am now referring to agricultural experimentation in general. In Caznada the situation is somewhat
different, in that under the British-North American Act the agricultural experimental worlk is largely left to the federal
organization, There is a strong Federal Department of Agricultuve which has done a great deal of excelient work,
and It hasa series of branch experimental stations seattered throughout the dominion. At Obtawa, whers the
headguarters ave located, there is a staff composed of & number of divisions, and the heads of these divistons are
responsible for the work done at the branch stations. The expense iz borne wholly by the Federai Department.
Agricuitural experimental stations are also casvied on in connexion with the agricuitural colleges in the diffevent
provinees, but they are by no means as extensive as those in the United States of America. '

134. In America and Canads, which authority would contro! the type of work you are now doing?—The federal
authorities, in co-operation with the Btates.

5571, Have they a Federal Control Board in Canadaf—They have a tobacco division of the Dominios Department
of Agricuiture.

5572, In it purely a federal concernt— YVes.
5873. Is there any form of provincial controi®—The States are practicaly doing ne work in this connexion;

th 18 all done by she Federal Department. In the United States, however, there is a Federal Department of Agriculture
in. conjunction with which the States are performumg certain work. - ~

5574, What are the functions of the Federal Department in the United States of Americat—The tobacee work
in the United States of America Departinent of Agriculure, is carvied - out mainly by the Tobaceo Investigation Branch.

5575. What Is the extent of these departments both in Canada and in the United States of Arherical-—1In Canada
the tobaceo division has its headquarters, office, laboratory and greenhouses at Ottawa.

B576. Is there a Fedeéral Directori—They have a chief of the Tobacco Division;

BT, What are his dutiesi—Generally to supervise the tobacco work of the Department of Agriculture for the
Dominion. '
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BETS. Has he control of all experimental work!—Yes, in connexion with tobacco.

BETY. Inctuding field and scientific work?-—Ves, there are pathologists and chemists attached to the division
as well ag several practical men. The total technival gtafl during the past ten vears has consisted roughly of about
half a dozen officers. In addition there are field superintendents and field workers ag well as & secretary to the division
and the necessary clerieal stafl,

b580. What does the department conaist of in the United Btates of Americal-—There is a senior pbysiologist
in charge of the tobacco investigation, arul under him thers are three or four assistant physiologists as well as two ov
three }nt hologists and assistant pathologists and others, whom they term field technologists, and a number of technical
assistants.

5581, What would be the total number of stafi’—1 bave not the register with me, but 1 should say shat the
total stefl. including the clevical branch of the tobacco investigation, would probably be twenty.

5532, What are the fuucitons of the divector!—The physiologist in charge controls all the tobacco work carried
out under the auspices of the Federal Department of Agricultwre. In addition he consuita with the States officers
who may be undertaking tobaeco investigation work in the varions States. In the tobaccoe Btates a good deal of the
field experimiental work and some of the laboratory experimental work is carried cut in co-operation with the federal
office. For instance, at the hboratory at which | commenced my tobacco work theve was co-operstion between tlie
office of the Federal Tabacco Iny esngatmm and the College of Agricultare of the University of Wisconsin. That university
furnished the lahoratory facilities, office staff aud casu al Iabour, such as that required for work in the glass or green
howuses and in the fields, rad the Federal Department of Agricnlture placed the “sechnical men of their stalff in that
laboratory.

5683, MHow long has the federal department been established in the United States of America?—The office of
she Tobaceo Investigation as such has been established for approximately 20 years, and before that the work wasattached
to the burean of soils, and was carried ont under its auspices for probably fifteen or twenty years.

‘5584, What. is the position in Canada?—The present tobaceo division dates back to 1908,

19. In o few years this Federal Department will probabiy hecome the most vital factor
in the economic stability of the tobacco-growing Industry, As the preatest potential pritnary
produsing revenue-maker for the Commonwealth, the industry cannot he too earefully fostered.

Ferere PosiTion orF Me, Buase,

Bo far as Mr. Blage is conecerned, the Committee considers that he has not had time
to fulh* demonstmte his fzbﬂmeq and his experience : also that he has not been given sufficient
immunity from outside dirvection. He has appar ently been under the impression that his position
was extremely uncertain, and that its continuance was largely dependent upon the approval
of a number of Interests, manufacturing as well as growing. He has also been subject to
the criticism. of vatious Sate experts. and at least one member of the Tobaces Investigation
[ixecutive.

The Committee recommends that Mr. Slage be offered the position of Federal Divector
with, full charge of his deparfinent, at a salary and upon conditions to be determined by the
Government.

I this plan is adopted, there will be no need for the additronal form of control suggested
by Mr, Gepp. In any case, this Commitiee does not see any particular ment in that form of
control, and is “totaﬂv aaa;mt its acceptance.

Avpvisory Council roR (JROWERS.

21, The Federal Director could he assisted very materﬁaﬂy by an Advisory Council of
growers, Under the form of control proposed by Mr. Gepp it would be impossible to have growers’
representation, as there would be no effective way in which such representation eould function.
With the Federa! Director as {hairman, an Advisory Council. consisting of not more than two
growers from each tobacco-growing State chosen from the organizations therein, could quite sasily
function by the holding of meetmm at some central place, pr efesably Canberra, bwo or three tines a
year; and 1n view of the keen interest bmng taken by certain States and their offer to continue,
provided a Federal organization exists, the Committee thinks it desirable and necessary that the
Directorof Agriculture In each tobacco-growing State should be ex-offi 54) a member of such Advisory
Couneil. The expenses of these meetings, at mtes to be fixed by the Minister, should be paid to
each grower’s delegate, thus relieving the growers’ associations of this item of expendlture The
meetiugs should be summaned by the Federal Director, but provision shonld be made for special
meefmgs to be summoned with the approval of the Muustet on a request by a majority of the
growers’ representatives on the Council. The Advisory Couneil conld discuss with the Director
the progress of investigations, give advice to the Director, and issue a written report after each
meeting to the Minister., In this way a form of representation satisfactery to the growers, and
helpful to the Director, would be set np at inconsiderable cost to the department.

The Committee has given consideration to the question of having lepxesenta,uon of
manufacturers on the Advisory Council, and js of opinion that the Council should be given freedom
to invite to any of its meetings representatives of any manufacturing interest for the purposes
of consultation on matters affecting the industry.
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Heanquarters AT CANBERRA ; aND OROAWIZATION.

92. The Committee considers that the tobaceo investigations headquarters should be
transferred as soon as possible to Canberra, where the Director should reside.  This move would
give the Department definite status, and bring it cloger in touch with New South Wales and
Queensland, while leaving it handy to Victona,

23. The Commjttee contemplates in its proposal that the scientific work concerning tobacco -
being: conducted at the Canberra faboratories shall be under the direction of the Tobacco
Department, and thevefore subject to the authority of the Federal Director, who should be the
most competent person to decide in which direction the scientific worl should from tune to time
be earried. Provided there is adeguate co-operstion there appears to be no reason for placing
any officer of the Council for Scientific and Industrial Research in sole charge of this phase of
the Tobaceo Department’s activities. After all, the whole work of investigation is essentially
a tobacco expert’s task, and he should be the best judge of what is veguired from the laberatories.
Tield regearch should also be under the direction of the Federal expert. Directiy under the
control of the Director should be established 2 corps of field ingtructors—six or $welve—men
capable by experience and training of advising and instructing growers in all departments of
the industry appertaining to production, and capable of creating the necessary liaison between
the scientific research stafl on the one hand and the manufacturing interests on the other. Such
a corps of officers should be able, under the direction of Mr. Slagg, to plan and supervise operation
in the States where tobacco-growing can be successfully operated. to indicate definitely where
tobaceo-growing has been found impracticable or economically unsound and have it eliminated,
and thus enable policy and expenditure to be concentrated on areas showing the best cultural
prospects.

24. The Committee believes that this form of control will be much mere satisfactory
to everybody than any form which invests numerous authorities with the power to over-ride
and hamper the policy of the one man who is being paid to make a success of the tobacco-growing
industry in Australia,

WORK OF THE STATES.

25. Until the Federal Tobacco Investigation BExecutive was established in 1927 various
States were the sole directors of tobaceo-growing in Australia. The principal efforts were being
made in New South Wales and Victoria, where {or the last twenty years or more tobacco experts
have been emploved fo assist growers. Neither State had built up o strong department, the
work devolving almost wholly on the expert and one or two field assistants. The Under-
Hecretaries for Agricnlture have been content to leave the tobaceo indusiry in the hands of the
experts ; though in Vietoria Dr. Cameron, Direetor of Agriculture, bas shown for many years
a definite personal mterest, which has taken a strong lean towsards the growers, He hag Imown
their difficulties, and has done everything in his power to keep his tobacco stafl up to the task.
In this he has heen faithfolly aided by Mr. Temple Smith, State Tobacco Exzpert, who some
vears ago was sent to the United States to study the industey with a view to improving the methors
of cultivation and curing in Victoria.

26. In New South Wales the work has been under the control of Mr. (¢ J. Tregenna, State
Tobacco Hxpert, who hag held the office for the last fifteen years. Until a few years ago,
Mr. Tregenna seemed to have every faith in the future of the industry in New South Wales.
He then appeared to develop the opinion that the growers in New South Wales were making
no improvement. Thig idea, which he seems to have ventilated freely in the Tamworth, Manilla
and Texas districts brought him info conflict with many growers, and finally aroused a definite
feeling of hostility towards him. The feeling became so ncute as to jmpel the president of the
northern growers, Mr. W. Considine Parkes, to wait upon the Under-Seeretary (Mr. Ross) in Sydney
and complain of Mr. Tregenna’s attitude. Mz, Tregenna persisted in his opinion, and up to the
time of his appearance before this Committee as a witness had not become any more favorable
towards the prospects of tobacco-growing in his own State, or even in Vieteria, with the exception
of Pomonal. He wags most definite as the following references in his evidence show :—

1289, Would you be prepazed to smoke cigarettes made half of Australian and hall of American leaf?——}f the
Auvstralian feaf came from Stawell, in Victoriz, or North Queengland, a B0-50 mixtrure with American tebaeco would
give a sabisfactory cigarette. The position would be quite different if tobacco growr in Tamworth, Mamilla or Tumub
weve uged. S
1300. What about Wangerattal—Anything 1 smoled from Wangarstta has not been good.

1359, What is your opinion of North Queenstand sg & tobacco-growing area?-—I is the only place in Australia
that I have visited which I think will produce high-grade tobacco. 1 think that we can grow . there fobacco which
will displace much of the American product now imported. '
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2467. By My, Jones—Inspite of this report will you agree with Mr, Gepp when he says that he holds the opinion
that Australia can and will supply all the sobaceo that Ausiralia requires?-—1t cannot be done from New Sonth Wales
or Vietoria ; hut it can be done from Gueenslund. That remains true unless and until the public taste changes back
to the old dark sobaceo. : L ‘ ) :

2469, Do you rule Victoria oub a3 not being able to supply the tobaceo requized?—-With the exception of Pemenyl,
T would rule ont Vietoria and the whole of New South Wales. S

The Committes, having heard the evidence of many growers at Tamworth, Manilla, Texas
and Tumat, is of opinion that My, Tregenna’s lack of enthusiasm proved discouraging to many
of them. That he was adopting an incomprelensible attitude towauds the growers nnder his
care i evidenced by the fact that w spite of his pessimistic viewpoint, the Buitish-Avstralasian
Tobacco Company’s buver, Mr. Lough, visited the Tamworth, Manilla, Texas and Tumut
districts each year and purchased all the available bright leaf, as well as most of the dark leaf,
without any veference to the bad burning aroma which Mr. Tregenna had persistently alleged
was the fundamental fault with the leaf from these districts, rendering it uwnacceptalile to the
manufacturer. Mr, Tregenna also made insufficient allowance for the steady maprovement
in growing and euring shown by numbers of growers in the northern aveas; in fact, when giving
evidence hefore the Committes, he appeared to be in ignovance of what many of these growers
were producing.  He did not even know the number of growers in New South Wales, and referred
the Committee for this Information to the Customs Department. '

Mr. Tregenna's opinion of the unfaverable future befors the tobacco industry i Victoria
and New South Wales cannot be endorsed by the majority of this Committee. His evidence
on this point was uot supported. by other expert witnesses, including the British-Australasian
Tobacco Company’s buver, Mr. Lough, who admitted that there had heen a marked improvement
in both these States., both as rvegards colowr and quality. While not insisting that it was as
good as the average American leaf, Mr. Lough in no way supported the view of Mr. Tregenna
that the lead now being produced in larger guantities by the growers of Victoria and New South
Wales was not the kind requived by the manufacturers. This is indicated hy the following
extracts from Mr. Lough's evidence 1 ' '

1196. Do you agree with the statement made by growers at Wangaratta thet they can now produce 60 per cent.
of bright ieaf?—Before they can produce that proportion of bright leaf they will have to chiange their methods. 1do
not think that, on the average, they are prodneing that proportion of bright leaf. Bome growers produce as much as
80 per cent, of bright leaf. That hag heen done at Tamworth and 1n some Victorian districts.  From one farm at
Tamworth I bought 41 bales of bright leaf, and 34 bales of mahogany. Of those 34 bales of mahogany, 29 bales
wers high-grade.  There was no dark leaf st all I atéribute those vesults to intelligent culture,

1197. Does that not indicate that growers who work on proper lines will get satisfactory resuits?—Yes,
particularly if they pay due regard tu colour and gradisg.

1198, You consider that intefligence on the part of the grower is an important factor as well as soil, olimate
and guality of seed?—Yes, it is wost impostant,

1199, On what type of soil ln the Tamworth district were those vesults obtained? —On rather ]ieuvy soil on
which tobacco had been grown Tor some years.

7. In other States, very little deparbmental work has been done for many years. In
Queensland, except for some supervision over early Texas growers, and assistance to cigar-leaf
growers i North Queensland, practically no tobacco direction has existed since about 1915,
when, the State tobacco expert, Mr. Neville, returned to America. The Director of Agrienliure,
Mr, Quodling, however, informed the Committee that if the Federal investigation work was to
continue he would recommend his Government to take a more active part In the industry., He
wauld even try to secure an axpert, and in any case would render active assistance to the Federal
authority. Mr. Ross, Under-Secretary for Agriculture in New Sonth Wales, also favored the
continuance of the Federal investigation work, but said he would probably not recomunend the
appointment of another expert as a purely State responsibility. He would, however, be prepared
to employ field officers to give advice to growers. '

28, In Youth- Australia, Professor Perking, Director of Agriculture, admitted that there
had heen litéle or no tobacco direction, mainly for lack of growers. Now that the Commonwealth
had taken up the industry, he would be only too willing to recommend his Government to take
an active interest.

29, Making every allowance [or the good work that certain States have dome in the
encouragement of tobacco-growing the Committee is nnable to sce any prospect of State success
without permanent Commonwealth direction. The industry is essentially Federal in character,
consequently it seems unwise and almost unreasonable to expect the States 1o assume all the
rvesponsibility. The wonder is that the States, which have only indirectly derived financial
henefit, have spent so much money without inviting the Commonwealth to share the burden.’
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The States have not made any serious effort to place the industry on a statistical basis,
the result being that the Directors of Agriculture and even the experts have not had the actual
figures year in and vear out. The Committee had to obtain all definite information as to the
number of growers, the acreage and the value of production from the Department of Trade and
Customs. '

The expenditure of each State over a period of venrs indicates clearly the efforts made to
develop the industry in Australia :—

New Bouth Wales . Sinee 1921-22, an average of £1,199 per annum.
Vietoria .. .o Since 1919-20, an average of £1,847 per annum.
Queensland . .. Figures not available.

South Australia .. .. Since 1920-21, an average of £216 per annum,

Wegtern Australia .. Average anpnual expenditure from 1923 to 1926, £31

per annum (exclusive of supervision—the cost of
which was not supphed 1o the Committee).

30. Dr. Camevon, Vicloria, suggested to the Committee that the weork of tobacco direction
could bLest be done by the States as indicated in his evidence :—

3836, Until the Commonwealth investigational work commenced three vears ago, was any attempt mede to
co-ordinate the work dove hy the States who were interested in tobacco-growing?~—1 do not wnderstam! what you
mean by co-ordination.

3887, To exercise s federal supervision over the work. Tobacco-growing is not essentially & State industry
but is common to the whole of Australiz, The Commonwealth Government introduced federal supervision of field
wotk in order fo apread it over the whole continent?-—i do not sse that there s any necessity for co-ordination in the
gense in which you refer to it, or in the sense that you consider that an aftemnt has been made in the lagt three years,
No co-ordination of that kind is requived in conzexion with any other successiul staple primary industry © each HState
has its own separate organization, and they are not overlodked by a {federal officer with s stafl inan attempt to co-ordinate
the work.

3838, The remson that the Commonwealth Govenunent intervened i this industry was that economically its
iz 2 Federal and not & State industry, because 80 per cent. of our tohacce is impovied, and the Commonweslih derives
a revenue of £7,006,000 = year from it so that you cannot possibly compare tobscco with such industrieg as, say,
wheat or fruit, from which the Commonwealth derives no import or excize vevennel—Assuming that during the lagh
few years the iden has been to co-ordinate the work or to control the State work, [ say deliberately that it has utterly
niled. I has neither co-ordinated the work nor Lrought shout an improvement in the State work. To a large extent
the federal ozganization has had the advantage of, and been educated by, State stafl knowledge and experience.

The Commlttee appreciates the value of the work done by Dr. Cameron for the Victorian
tobacco-growers, but is unable to accept his opinion as to the value of State work generally.
After 40 years or move, the States have failed, even in Vietoria and New South Wales, to develop
the mdustry up to an Asstraiian standard.  No doubt the great difficulty has been the mnability
of the States to deal with the major probiemn of protection by means of the tariff ; bunt before
Federation no successful attempt had been made by any State to force the industry to develop
by this or any other method.

31. The Conuvittes feels that the tobacco-growing Btates are willing to help the industry
for the sake of the whole nation, and therefore suggests that “he Federal Tobacco Department
should formulate a scheme which will bring the States in to help in the way favored by various
Divectors of Agricalture.

ALLEGED DEFRCTS IN AUSTRALIAN TOBACCO.

82, The Committee thoroughly investigated the suggestions that have been made that
there i o fundamental fault in Australian tobacco directly responsible for a bad burning aroma.
Sueh aroma, we are told, is entirely absent from American tobacco ; henece the prefevence of the
Australian public for the American leaf,

A great deal of evidence wss taken on this question, and while there were many differences
of opinion, the Committee failed to secure any reliable evidence that a definite fundamental
fault, guch as an objectionable burning aroma, which could be classed as characteristically
Australian, existed in any of our tobacco, except perhaps in the inferior and rubbishy grades
of dark leaf most of which is cured in & green condition. The evidence was so contracdictory
on this point as to justify the Committee in summing up the whole question as largely a matter
of individual taste, The Committes Is satisfied, however, that the various brands of Anstralian
tobacco placed on the market by manulacturers now and in vears gone by, have not possessed
an inberent and obijectionsble aroma unacceptable to the Australian smolter. 1t is probable
that some of these brands burn the tongue, and are not agreeable to every smoker; but the
same results are obtained from various American brands sold at higher prices. Tvery witness
who had tried Australian brands found some merit, and none who had tried only American brands
would say that he found them satisfactory in every direction.
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It was indieated clearly in evidence that Australian brinds of pipe tobacco—cigarettes
have not been attempted except on a small secale and chiefly in Western Australia—have had
a ready sale when brought under the notice of the public by judicions advertising. Scme brands
decline in popularity more quickly than others. When it is considered, however, that fully
90 per cent. of the advertising is to popularize mainly hmported tobaccos, it is impessible to
gauge the extent. of the potenfial public demand for well-manufactnred local tobaccos. Some
of the tobaccos turned out by Australian manufacturers either composite or 100 per cent.
Australian, are guite acceptable to large numbers of smokers. This 1s proved by the steady
sales secared without extensive advertising.

38. Price is the most important factor in the marketing of manufactured tobacco. Tt
1s true that wtterly bad tobaceo, which has & nozious effect, would not sell veadily at any price,
but no manufacturer would knowingly market tobaceo of an unsmokable character. In the final
issne the smoker would decide on twe factors—quality and price.

The majority of the tobaccos sold by the British-Anstralagian Tobacco Company ave now
fairly high-priced, ranging from 1s. 8d. te Ts. 10d. 2 2 oz tin, while cigarettes vary from
“ Capstans ~ eleven in a packet for Gd.. to 7 Country Life ™ 28 in a tin for Is. 6d.  No Australian
brands of tobaceo ot cigarsttes ave on the market at o margin which would tempt o finicky smoker.
If the prices were much lower than those for the imported brands, and the fact were propesly

advertised, the Committee hag little dowbt that the demand for the local tobacco—even if such -

tobacco were not wholly up to the American standard—would speedily improve. thos creating
a mote solid foundation for the local growing mdustry,

Arimaen KUCALYPTUS AROMA.

3¢. The Committee heard a good deal of evidence in regard to certain statements made
during the past three vears that the alleged fundamental defect in Australian tobaceco had at
iast bheen traced to the influence of eucalyptus. The principal witness on this matter was Dr.
Darnell-Smith, Director of the Botanic Gardens, Sydney, and a member of the Federal Toebacco
Investigation. Executive. Tn 1927 Dy, Damell-Smith, at the instigation of the Federal
Investigation Executive, vistted the fobacco-growing States in Ameriea, and on Lig vefium isgned
a bulletin entitled “ Report on & tour throngh the Soyth-Tastern Atlantic States of UB.A, with
particular reference to the production of bright flue-cured tobaceo.” This report dealt
extensively with certain opinions held by Dr. Darnell-Smith regavding defects in Australian
tobaceo ; but the Federal Investigation Hxecutive Committee, holding the view that lurther
work on the peints raised in the report was necessary before making public staternents, withheld
this portion of the report from publication. D, Darpell-8mith's report, therefore, as finally
issued dealt only with the production of tobaceo in America.

35. 1t appears that in 1927 the Bumish-Australasian Tobacco Company brought from
America a tobacco expert, Mr. H. A. MoGee, on a three-year engagement, at a high salary, to
conduct experiments and report on the Austratian tobaceo-growing industry.  Mr. Mcliee became
associated with Dr. Darmell-Bmith and My, Tregenna. When the Federal Tobacco Investigation
wag commenced in 1927, the experiments being conducted by Mr. Me(lee were handed over to the
Federal authority, and towards the end of 1928 Mr. (tee left for America.” He seems to have
been disappointed in the results of his experimental work.

About the middle of 1028 however, reports began to appear in various Australian
‘newspapers that the outcome of the experiments conducted by Mr. MeGee, Mr. Tregenna and
Dr. Bamell-Bmith had been to prove that phellandrene oil, eontained in evcalypins dives and
eucalyptus blakelyr, the two most prevalent types of vegetation found in the existing tobageo-
growing aveas, was responsible for the alleged fundamental defect, namely, the had smoking
aroma of Austrailan tobacco. These reports declared that if the mdustry were to progress, new
growing areas free from these two varieties of eucalypfs would have to be located. It was
gaid, also, that one suech area had been found m North Queensland, in the district of Mareeba,
near Cairns, ‘

A controversy followed this publicity, and action was taken by various growers’
organizations to secure confirmation. In response to requests for information as to the attitude
of the Federal Investigation Executive, Mr. Gepp, the Chairman, issued a press statement to
the effect that the eucalyptus theory should not be accepted, as i had not been proved ; and
that no one had the aunthority of the Federal Execufive for making any information public. It
appears that o copy of a confidential report submitted in May, 1928, to the British-Australasian
Tobacco Company, and signed by Messrs. MoGee, Tregenna and Dr. Darnell-Smith was furnished
to the Federal Bixecutive. The Executive refused to publish the report theveason being explained
by Mr. Gepp in his evidence as follows . —(Q. 1140) “ The Australgin Tobacco Tnvestigation
considering the case had not been proved refused to publish the repor '
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36, The Committee had evidence in Brisbane from Mi. N. A R. Pollock, Instructor m
Agriculture in Nopth Queensland, to the effect that ' 1927 he met Messrs, TT’eeenm and MeGee,
who were members of o survey party appointed by the Federal Tobaceo Tuveqtzgahzon Hxecutive.
They told hin they wers ]ookmg for suitable tobaceo land, snd he took them to Mareeba, which
he considered Jiadd “the reqmsm@ rainfall and the poor :wanf?v soil described by these two visitors
o8 essential requivernents for lght bright tobacco.  Other areas were visited, but only Marecha
was viewed favorably by Messrs. MeCee and Tregenna.  Mr: Pollock said that on this oceasion
the two experts told Wim of their experiments in regard to the eucaly vptus theory, and he
subsequentiv made a public statenient, which (1.}}13(3;1}00 in the North Queensland Registor of
Townsville of 11th June, 1928, In this statement Mr. Poliock said. Inter alia -~

“ Working on these lines, Mr. Tregenna has advanced a most atiractive theory, namely, that the influence of
certain species of encalyptus notably eucalypius dives, which yield an oil containing phellandrene growing on the soil
for thomsends of years is responsible for the pecsliar and ob]?tblonable aroma of southerm-grown tobacco.  Thongh
a great many species of the eucalypins gums yield oil, the composition of such oil differs, that only from certain species
contalning phellandrene.”

From this unsuthorized publicity seems to have arisen the discussion which later appeaved
in various other newspapers all over Aungtralia.

37. In Jug evidence in Sydney, Dr. Darnell-Smith explained the Bathurst experiments
in regarct to eucalyptos as follows -—

876. By the Chatrman.—You said that the results of the investigation in relation to eucalyptus taint are
avaitable. Have you any knowledge of the existence of the report I-—Yes.

BT7. Were you in charge of the experiments dealing w ith sucalyptus leaves -—No. We decided to eompare
the results of seed grown in American and Ausbralian gotls. . Mcliee, a highly qualified to racco expert who was
brought from America by the British-Australasian Tobacco (;ommny agwod with the idea, The company brought
out 9 tons of American soil from & typical tobacco-growing area.  The sonl was carefully taken off 24 inches at o time
so that it could be put into pits exactly as it came from America. The State of New South Wales afforded facilities
at Bathurst for the tests. The expenses were borne by the British-Australasian Tobaceo Company. A decision as to
what should be dene was made after diseussion by Mr. McGee, Mr. Tregenna and myseif. At the beginning of the
next year the same three were in charge of the operations; but befere the year ended the Australinn Tobacco
Investigation was inaugurated. That body then became responsible for the experiments. I took a lively inferest
in the matter ; but the conbrol passed from one anthority to another, At the end of that year—1928—some adverse
comments wers made about the conduct of the experiments. By that time Mr, Slagg had been appointed. In
explaining the position to him I said that I wanted the experinients to be continued ; but that I did vot want {0 have
confrol of them. From the end of 1928 to the present time Mr. Slagg has been in chazge of the investigations.

878, You were in charge of the experiments for ene year #-—1 was not in charge ; Mr. McGee was. I handed
over 50 Mr. Slagg because Mr. MeGee had gone to America.

87¢. Did Mr, Mefiee start his soil experiments in 1926 I—VYeu.

880. Did you and Mr. Tregenna collaboiate with him ?—-Yes

881, In the fellowing vear, os the result of a theory advanced hy Mr Meffee, you all collaborated in the
vegetation test I—T1 would not say that the theory was put forward by My, McGes.

882, Was it put forward hy Mr. Tregenns §-—-No. The three of us discussed the matter, and our experiments
showed that soils produced difierent resuits. We then sought the explanation.

883. Was that the first time that the theory ahou$ encalyptus faint in tohacco was advanced t—Yes, zo far
as 1y knowledge goes.

884, In the Progress Report of the Australian Tobacco Investigation, vou refer to the residusl effects of fresh
eucalyptus leaves added to river sand. What do vou mean by the residual effect ?-—In 1927, into a pit filled with
sand, we dug a number of fresh evcalyptus leaves. The tobacce geown in that pit was tested ab the end of the season.
Tt had a distinctly disagzeeable aroma, The next year we decided to leave the soil ae it was ; we put no fresh encalyptus
leaves inte the soil. At the end of the second year the tobaceo grown in $he seil had a good aroma.

385, If the theory regarding the encalyptus taint is valid, is it nob just as likely that, in the course of time
the addition of eucalyptus leaves to the soil would improve the aroma of tobacco 1—1f you were dealing with sand,
that theary would be justified.

886. Would we be justified in saying that, far from being a fatal defect, the presence of eucalypius in phe soi
might improve the quality of tobaceo t—1 think that would be going a bit teo fax.  In our tests we used river sandl
At the end of the first year the axoma of the tobacco was bad, and at the end of the second year it had improved,

887. Would that improvement be due to the greater maturity of the volatile oils in the soil 11t might be.,
Sandy moil into which a quantity of stable manure is dug gives wonderful resuits for six months. In such soil stable
manure gives hardly any residual effect, whereas in heavy sofl its effect is much more lasting. 1 am not prepared to
say that, because we obtalned certain resalts with sand, we should get similar resulis with heavy soil.

888, If vou had continued the experiments for a further year do you think yon would have got still better
results P The experiments are still going on. A further year will not have passed until March, 1930.

839, Wonld we be justified In saying that paragraph 7 of the summary on page 58 of the Progress Report,
relating to the residual effects of encalyptus leaves, largely nullifies the conelusions reached in paragraphs 5 and 6 7
~1 would not say thet it nullifies them, but $hat it renders the conclusions arrived a# in paragraphs & sud 6 rather
abortive. In all experiments the experimenter must keep on until he gets sorething definite. In this case the results
at the end of the second year were different from those of the first.

On the evidence of Dr. Darnell-Smith, it looks as if a heavy infectation of the experimental
soil with eucalyptus mulch—pulverized lea ves—would produce a definite etcalyptus taste in
Australian tobacco grown at the end of the first season ; but at the end of the second season,
after there had been no further addition of euealyptus muleh to the soil, the taste would be less
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pronounced, and the burning aroma of the tobacco would be pleasant. This is the effect of Dr.
Darnell-Smith’s version. What would happen In the third year, after there had been no further
addition of muleh, has not been demonstrated,

38. The Committee secured the opinions of other witnesses on this theory, and their views
are interesting. '

Dr. Camezon—3884—Do you nob think that the eucalyptus theory was a legitimste one, and that in the
interests of the industry, it ought to have been tried vut 7—1 do not think it was & legitimate theory. * The moment
I heard of it my mind vizualized our butter, our wines, and other prodnets that grow on eucalyptus soils, or soils upon
which the encalyptus has besn the only vegetation for asons.

Professor Perkins-—5300.-~Is it at all feasible to argre that, because of the eucalyptus vegetation in Australia,
tebegoo grown in suck seil must he vsinted with a eucalyptus odour?—I should not care to express an opinion unless
I saw the whole of the results and knew who earzied out the tests. I cannot see how it could happen. I cannet give
an off-band reply.

5301. Do you think that far from eucalyptus having a deleterious effect on the aroma it would be mozs likely to
bhave an improving effect!—! would not argue the matter. Why is there no taste of euealyptns in our rhubarb and
cebbages! Why should this supposed taint be confined to tobaceo!

39. The Committee is inclined to the view that the theory originated with Dr. Darnell-
Smith, and is confirmed by the following extract from his evidence :—

Q.865. “ 1 believe 1t was I who suggested that eucalyptus might be the cause of the aroms in Australian
tobaceo.”

40. In view of the demand of the manufacturers for much larger quantities of bright
Australian leaf from all existing tobacco-growing areas, there does not seem to be any value
in these eucalyptus experiments, which up to the present have been quite inconclusive. All
 that has been suggested is that an wnpleasant aroma can be added to tobacco when soil is heavily
impregnated with eucalyptus leaves. This seems a futile form of experimentation. No data
has been furnished to show that the soil used by tobacco-growers has a natural eucalyptus
. impregnation, ot if so, to an extent which could possibly produce a traceable eucalyptus aroma.
The Committes 18 assisted in forming this opinion by the evidence of Dr. Cameron and Professor
Perkins, and also by the definite view of the Nxecutive Committee of the Australian Tobacco
Investigation in the evidence of its Chaizman (Mr. Gepp) -—

5875. It was as impossible then as it is now for the executive committes to state that shere i, or i8 not, a
encalyptus taint in Australian tobscco, and substantiate the statement with scientific data, It does not for one moment
believe there js such a taint, and in that is at one with cthers who have given evidence; but the investigation is essentially
a fact-finding institution, and as sueh must of necessity conduct its inguiries and make Hs announeements upon » hasis
of scientific inguiry.

The Commiftee is satisfied that there is no fundamental fault which has so far been
demonstrated in conelugive fashion by any authorities that have been investigating. Kven
he smoking tests carried oub from time to time with raw and unmatured leaf chopped into
cigarettes do not appear to afford reliable data.

Ormvion or TR Facrory WORKERS.

41. A written statement was submitted to the Committee in Bydney by Mr. J, H. Walker,
Federal Secretary of the Federated Tobacco Workers Union of Australasia, and formerly an
employee of the British-Augtralasian Tobacco Company. This organization embraces about 5,000
tobaceo workers, women included, and as the British-Australasian Tobaeco Company’s emplovees
number 5,300 it ig likely that the great majority of these members of the union are Company’s
employees.

The evidence of My, Walker was very emphatic in its hostility to Australian-grown leaf,
the contention being that owing to the inferiority of this leaf the handling problem was much
are serious than in the case of maported leaf. He estimated that the wages of tobacco workers
handling Australian leaf would be reduced 25 per cent. through the broken nature of the leaf,
and the tearing of the leaf during the process of stemuming. The stems, also, were heavier and
harder to remove, and generally the leaf was not so easy to work as imported leaf. Mr. Wallker

" also declared that if the bulk of the leat handled in the factory were ©* domestic ” there would be
a great reduction in the demand amongst smokers, eonseiqueni;iy th_ere would be considerablg
‘unemployment amongst tobacco workers, He could give no estimate of the amount of
wnemployment the union expected.

42. The Comamittee also heard evidence from Mr. H. W. Ninnes, a Vice-President of the
Union and an employee of the British-Australasian Tobaceo Company. This witness was equally

ag hostile towardd the local leaf as Mr. Walker, and submitted samples of processed Australian
leal with samples of American leaf. At first it appeared as if Mr. Ninnes were attacking all

¥.218.-~3.
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qualities of local leaf, but in ecross-examination he admitted that his remarks were mainly
applicable to the inferior dark leaf, of which there was a heavy carry-over in the factory. The
sample of Jocal leaf submitted by him was clearly the darker and poorer quality, and the Committee
congidered that there was no value in the comparison offered by the witness.

43, In vegard to Mr. Walker, the Committee considers that his statement was ebviously
ingpired by the fear that there would be a great falling off in local consumption if Australian
leaf were more freely used in manufacture. This fear the Committee believes to be entirely
groundless, and it is supported in this opinion by the failure of Mr. Walker to go any. further
than state that local leal possessed a bad aroma. The bulk of the evidence submitted to the
(lommittee does not bear this out, especially in regard to the brighter and lighter varieties of
leaf,

Improving Manvracrure oF Locan Lear.

44. Considerable evidence was heard on the subject of the manufacturer’s share of
responsibility for the alieged bad rteputation of Australian tobaceo. The discussion centred
prineipally round the methods of maturing or ageing prior to mannfacture. Interesting evidence
on this point was given by Dr. Cameron, Vietorian Director of Agriculture, who in 1927 paid =
vigit to America and closely investigated the tobacco-growing industry. On his return he
submitted s valuable report to the Federal Tobaceo Tuvestigation Hxecutive. In his evidence

Dr. Cameron said (Q3.330) - —

T pointed oub in the report that I presented to the Investigation Cominities the lollowing facts regarding the
American system —

After purchase st the warchouse each buyer’s purchases are packed in hogsheads for transport to the ¥ prizing
howse.” During this packing as far as possible similar types and grades of {leat are packed together. Opporfunity
is also faken to exercise a greater refinsment in grading the types and qualities than the growers’ lots show.

At the re-ordering ar storage warehouses the preparation for storage or sgeing mentioned above is carried out.
The prime object of the process originally was apparently to bring about a uniform and standard moisture content
in the tobacco as purchased on the selling floor, which, of conrse, would vary considerably, and so result in a vafiable
intensiby and effect of the sweating which proceeds when the tobaeco is stored in hogsheads during the ageing period.

The Committee referred this aspect to Mr. Bentley, of the British-Australasian Tobacco
Company, whose statement is contained in the following extract {().285) -—

In the year 1926 the company completed the erechion in Melbourne of a lazge factory of five floors and a basement
cogting £78,000. The top floor of this building was specially constructed to take care of the handling and storage of
Australian tobaceo leaf, and the most modern machinery instatled at a cost of £6,400, A similar plant has been erected
ab our Sydney factory, and all requirements in this regard have besn met for a considerable expansion in the industzy.
Every possible care and attention, irrespective of cost, is given fo the redrying, boxing and storage of Australian lesf,
and in these respeets we can claim to be well abreast of the methods adopted in other parts of the world,

whilst Mr. Slagg informed the Committee (Q.5654) that —

As regards the period of ageing given Australian leaf before taking for mannfacture, one firm reported using lead
sfter six months ageing, with the average age of leaf used ahout twelve months, and the maximum period of ageing
two years. Another firm reports that it only uses leaf & yoar old and older if possible. The third and Iazgest manufac-
burers state that their Awstralian leaf atocks at present reseive an average ageing of four years. They stabe, however,
that they begin to use the lemon and bright grades, of which theve is & shortage, at the end of twelve months,

So far as the Committee has been able to gather, the principal manufacturer in Australia
has been in the habit of keeping large quantities of local lea¥, prineipally the dark qualities, in
storage for from three to four years. The storage has been in large deal packing cases. The
leaf has been unbaled when received from the grower, re-dried and re-packed ; but apparently
not under heavy pressure as is done in America. The Company has not been storing the bright
mahogany classes of leaf, relving upon the period between curing by the grower and purchage
by the Company——approximately six months, This period is held by the Company to be
sufficient for the ageing of the brighter classes of Australian tobaceo.

The Committee considers there is every probability that the poorer dark tobacco is not
susceptible to great improvement by ageing. There is no certainty, however, that correct
methods of ageing have been adopted by the manufacturer. The cost of storage s, of course,
very heavy. It means that the crop purchased in one year has to be kept for from two to four
years; but with adequate supplies coming forward, the loss would be at the beginning.

45. There 18 not the slightest doubt that, according te the American standard, even the
brightest Australian leaf should be subjected to an ageing process. This difference in the
treatment of the two tobaccoes may have an important bearing on the smoking qualities. Tt is
evident that much immature Australian fobacco goes into manufacture. Possibly this may
aceount for the alleged nasty “ tang ™ about which certain experts were emphatic. It stands
to reason that tobacco smoked in a new state would not be so palatable as tobacco smoked in a
thoroughly seasoned condition.



Notwithstanding the unfavorable pogition pf local leaf in-'this matter of ageing, the
Committee 1is satigfied that- Australian growers are producing rmuch good smokable tobacco,
most of which has a very agreeable aroma sfter it is stesmed and dressed with the manufactorers’
ingredients. What it would be like after proper ageing is a matter of conjecture; but the
Commitbee has little doubt it would be much better,

o That the necessity for better treatment in storage is impressed upon the xnﬁnufactu-refé
is indicated by the British-Australasian Tobacco Co.’s-provision, in addition to the storage space
at Melbourne, of a large new floor at the Sydney factdry solely for local tobacco. '

PRESENT POSITION OF GROWERS IN RELATION TO PRODUCTION OF SUITABLE
LEAF.

48. The majority of the Committee are forced to the conclusion that, while in some respects
the growers of tobacco leaf in certain areas, notably Northern New South Wales, Tumiuit, and the
Wangaratta district of Vietoria, have not succeeded in producing a leaf which in colour and
textural quality is up to the highest American standards, such growers have done their best to
ma_k!g improvements, especialiy n the last seven years, or since the British-Australasian Tobacco
Company adopted a hostile attibude towards the continued, production of aireured dark, hea;i?y
leaf. * Th@%growersfﬁéﬁé"'éﬁéﬁﬁ\t}i@- fitmost aglety 1o imiprove their methods of enring, ‘$hose
not caring to incur the expense of expérimenting in this direction having gone out of the in &usﬁﬁ)sfﬁ
None of those who were wedded to the old methods of curing now remain in the industry, but
1t is evident that many who formerly grew tobacco under air-curing conditions are likely to retyrn
i the event of the adoption by the Federal Government of a policy caleulated to remove the
old-time feeling of insecurity and uncertainty. ‘

47. The available statistics show that after the ultimatum of the British-Australasian
Tobacce Company about ten years ago in regard to the elimination of dark and heavy leaf, the
number of growers in Austraha dropped by at least 50 per cent. '

The main reason for this marked decrease in the number of growers has been given to the
Committee as upwillingness to incur the expense of the installation of five-curing barns, the cost
of which varies considerably, according to the type of barn and the kind of labour used. Many
growerg have puilt their own barns out of slabs and mud, whilst others have erected concrete,
brick or galvanized iron structures—the cost varying from £40 to £360.

Many old growers also disliked the idea of rigiing the capital outlay needed to grow a lighter
type of Jeal. This change necessitated closer planting, the purchase of suitable varieties from
other distriets, and the installation in dry districts of rrigation plants of either the overhead
or ground types.  The cost of a good irrigation plant appears to be in the vieinity of £500, although
many growers have managed with cheaper plants which they utilize for general farm purposes.
The cost of packing and storage sheds for the flue-cured tobacco, which has to be graded and
baled and kept for nearly six months before purchase, also frightened many old growers out of
the industry. -

There appears, also, to have been a fear in the minds of many old growers that after the
expenditure of the capital required to grow light types of tobacco leaf for flue-curing, the
British-Australasian Tobacco Company would not pay very mmeh more for the product than it
had been paying for the more cheaply-produced dark airv-cured leaf. This fear has not been
tealized ; although many, growers who remained in the industry assuved the Commitiee that’
the present-day prices were, in proporiion to the cost of production, no greaver than for the
air-cured leaf. The following references malce this clear :— ) '

My, G. A. Lye, Tamwortk —1404, o that you practically got the same profit per aexe for your flue-cured tobacgo
in 1924 as for your sun-dried crop in 1917%-Yes, about the same. It costs more to flue-cure tobacec. S
1405, Alioﬂ"i}lg for the smaller capital invested, it would be more profitable, according to your figures, to grow
sen-dhed tobasco if there was a mazket for it?—That is o ’ '

" M. H. P. Baker, Ma%iZZa.—f&BBQ;' Comparing the price of sun-dried leaf with that received for fine-cured tobacco,
do you think the price for the flus-cured produet compensates for the extra expenditure necessary to produce i?—1 do
not think we are malking as much out of our flue-cured tobacco as when we were sun-drying. Our expenses are so much
greater.

48. Some experts appear to have given ground for the feclings of insecurity amongst
growers by their tack of enthusiasm, They have been in the habit of qualifying their opinions
rather too much, and have somewhat daroped the ardour of growers. While this absence of
optinmiism has been justified up to a point, it has probably been carried too far, thus creating
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in the minds of growers a feeling of pessimism-—of lack of faith in their ability to do better.
Mr. Slagg, the Federal Director, has, however, shown more optimism. In his evidence before
the Committee he stated - o

902, Is there any veason why Australia should not produee enough tobacco to meel:its own requirements 3—
That is not done in any part of the world, even in the most impertant tobacco-preducing countries. The United
States of Americn exports possibly from 200,000,000 to 500,000,000 dollars worth each year, but it blso imports
100,000,000 dollars worth a year for use in manufacture: : S

203. To what extent is it possible for Australia to meet its own requirements #—ff our efforts Lo improve the
quality of the local leaf succeeds, we can reasonably expect to supply the major portion of the leaf required by the
Austzalisn consumer, possibly 60 ar 70 per cent. ‘

204, Did vou say earlier that perhape Australia could supply its own requirements and also have sne for
export —When we have begun to supply our domestic needs T hope Australia will take its place with thh other
dominions in the export of leaf. That is Jooking a long way abead..

and in his final evidenee he added :—

(Q. 5555). Based on the lmnowiedge of what other tobacco-growing countries have accomplished, we may
resgonably hope, with improvement in guality, to supply at least 60 per cent. of our domestic requirements,
T4 is difficult to say how long a time would be required to reach this position. ‘Ten years would be & short period.
Much will depend upon the suocess of the investigations at present under way,

49. The Committee considers the bulk of evidence goes to confirm the opinion that 60 per
cent. of bright mahogany—the type most in demand by the buyers—ocan be produced much
earlier than Mr. Slagg’s estimate g-¢habmin-iy i i{{lesmereentbasiaam the majorify.of
grovress-oni-prodace 50—and-Lo-peroent, flef have alesdsy-exceeded that percenfage, for
mstance, Mr. Murphy, of Pomonal, Victoria, claimed that his crops had been practically all
bright leaf, whilst Messrs. Ridley and Anderson in the same district bad obtained 80 and 70
per cent, respectively of bright leaf. In the Wangaratta district Messrs. Rae Bros, had 60 per cent.
of bright leaf last year and Mr. Kneehone between 50 and 60 per cent. Mr. Hyson, of
Kootingal, near Tamworth, stated his neighbour had between 70 and 80 per cent. of bright leaf
and Mr. Goodman of Loomberah in the same district had 60 per cent. in 1924 and 75 per cent.
in last year. Mr. Baker claimed that some of the growers around Manilla had produced 75 per
cent. of Hght leaf in 1928 and 73 per cent in 1920. ‘
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Morx Orrivisv NERDED.

50. While extravagant optimism i3 to be deprecated, especially amongst responsible
experts, a little more faith in the ability of our prowers, a little more appreciation of what they
are doing to improve their methods, should be the keynote of future Federal direction. Continued
wet-blanketing by the introduction of “ifs” and™ buts ” has had, and is likely to continue to
have, a discouraging influence, especially on new growers.

Itis a suflicient commentary upon the inadequate optimism of the experts that the principal
buyer, the British-Australasian Tobaceo Co., has offered and has paid fairly high prices for an
ever-increasing percentage of bright mahogany leaf—the type of leaf which ten years ago was
almost unknown. Tt is not to be expected that the buyer should wax enthusiastic for business
reasons ; bub the Committee has noticed that the encouragement given growers, who are * triers,”
hy Mr. Lough, the British-Australasian Tobacco Co.’s chief buyer, both by his personal help
ing rowing, grading and euring, and by his prices, has been a definite factor in the creation of
lreénness and enthusiasm amongst growers,

The growers had no Australian-wide direction from experts until Mr. Slagy appeared.
The effect has been to create an inter-State inferest in tobacco research and experimentation.
The interest manifested amongst the growers in all tobacco-producing States in the Federal
work is very gratifying, and shows conclusively that the Federal control of this important branch
of the industry is likely to produce more widespread vesults than all the years of State direction
have been able to do.

51. So far as the present position of the growers is concerned, the Committee is of opinion
that it shows a great improvement as compared with any past period, due to the definite change-
over to flue-curing and consequent mtroduction of skilled methods of cultivation and curing,
the higher prices being paid for the bright leaf by the principal buyer, the intervention of the
Federal Government upon research and experimentation, and the confidence gained in the last
seven years by the production of a tohacco that, in colour at all events, is becoming much closer
to the best American. '

The growers have, i the Committet’s opinion, vastly improved their methods of
cultivation and curing in the last ten years. There is teally no comparison between the methods
in vogue prier to the introduction of flue-curing and those obtaining at present. Hach year
the majority: of growers séem to increase their percentage of bright mahogatiy, some especially
skilful or fortunate achieving as much as 80 and:as high as 95 per cent., as evidence already
quoted testifies. . o
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- The majority appear to be confident that they can reach as high as 75 per cent. bright
mahogany, and to besatisfied to lose 10 per cent. of their crop on the score of its being unsuitable
to the manufacturer ; while some are prepared to lose 25 per cent. provided the prices paid for
the hrighter leaf are satisfactory. : c

52. The industry has become definitely a white growers’ industry, only a handful of Chinese
remaining, and these arve confined to Novthern New -South Wales. The sons of the growers
are very keenly interested in tobacco. and appear to become more expert than their fathers. In
many instances, the sons do the growing, and in most cases the curing and grading. The young
mer:i! on tiize farm geem to like the flue-curing, and show great aptitude in this department
of the work. ' '

The Chinese not being skilful at mechanical methods, show noclination to inlearn the art
of floe-curing, consequently there does not appear to be the slightest danger that the industry
wiil revert to Chinese labour. A number of Italians from Northern Queensland have found
their way to Texas and Tamworth, where they are showing great interest in tobacco-growing,
and a considerable amount of aptitude in learning both the cultivation of the leaf and the
flue-curing.

SoiL AND RAINFALL,

‘ 53. There is a general acceptance, however, of the definite view of the experts that if the
light leaf is to be produced in greater quantities rich goil must be abandoned in favour of light
sandy soil. Hvidence on this aspect is contained in the following portions of evidence :—

Dr. Darpell-Smith (Q.807) i

Whatever care the grower bestows on his crop he is not likely to raise really bright aromatic flne-cured leaf
on heavy goil.

Mr. Howell (€.4610) —

To produce good quality tobaceo ane must have poor soil, with a sufficient rainfall, and use fertilizer.

Mr. Temple Smith (Q.5470) +—

Do you still adbere to your opinion that there is a bright future before the tobacco-grower in Vietoria ?
—Yes. If we can get open competition in future, the dark tohascoes grown in Victoria will be driven out by degrees,
or the greater proportion of them will, and the growers will devote their attention to the lighter soils, which will
produce better types of leaf than those obtained to-day. ‘

The great majority of growers seemed to be satisfied that to produce the types of leaf
required by the mannfacturer the poorest scils, essentially sandy in nature, were needed. There
are enormous areas of such country everywhere in Australia, and the Committee has no doubt
that once this fundamental necessity is realized 90 per cent. of fobacco will in future be grown
in soil of this character. River flats, which are sandy, appear to provide an ideal foundation
for the production of light tobacco. In all the existing areas in which heavy leaf has hitherto
been produced rich soil has been nsed to a large extent ; but almost without exception the same
districts contain lighter soils, which many growers are now trying.

Rainfall is the next vital factor in the production of lLight tobacco. Many parts of
Australia are favored with regular rainfalls which are not excessive in the growing period for
tobacco. In districts where the rainfall is erratic, irrigation is an indispensable adjunct; and
this fact renders it inadvisable for prospective growers in dry districts to plant their tebacco
too far from a natural water supply, thus preventing themselves from employing irrigation.

VARIETIES.

54. Selection of the right varieties of plants which have been tested for the production
of light tobacco is the next factor. The majority of growers now avoid varieties which are known
to produce big heavy plants, and have acquired a great deal of knowledge in regard to the
vameties more suitable for their purpose. The growers themselves experiment almost
continuously, and with the help of the State experts and the Federal Diector of Tobacco
Investigation have little difficulty in securing varieties which have proved successtul in America
and Augtralia. The British-Australasian Tobaceo Co. has also assisted growers in this direction.

The Committee considers that the Federal Tobacco Department should not only give
continnous instruction to growers in the selection of plant varieties, but ghould secure seed from
other countries for local experiment.

. CULTIVATION,

.55, The growers need to improve their methods of cultivation. Many make tobacco a
side line, and In husy seasons neglect such essential worls as suckering and topping. - The crop
needs constant attention from the time of planting out to the time of harvesting. The Chinese
give it this close attention. Some white growers do likewise ; but not enough of them show
the necessary concentration. Once it is clear that the industry has come to stay, and 18 to be
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developed, this unfortunate feature will be less conspicuous. Many witnesses consider fobacco-
growing, even on & small scale, a whole-time job. The returns i good seasons out-distance
all other crops, and even with a small acreage—from 4 to 10—the constant attention required
to produce well-nourished and perfect plants ready for picking and curing make it a whole-time
‘job for field labour.

Harvesrive avn Curing.

- 56. (rowers are chiefly deficient in their knowledge of the right time to pick the tobacco
leaves for curing. The evidenece shows that this imaportant aspect is largely & matter of
guess-work., Many growers harvest the leaves in a deecitledly unripe state, consequently it is
almost impossible to secure the pecessary bright colour in curing, and a good deal of tobacco
leaves the barns in a patchy or green condition. A large number of growers are now alive to
the danger of curing the leal when it is unripened, and the result is a higher percentage of bright
or lemon-colonred tobacco in districts where previomsly the great bulk was dark and heavy.
Considering the short time they have been Aue-curing, however, the majority of growers display
considerable knowledge, and seem to be steadily improving. o

(RADING.

57. Grading of the leaf inte the various colours required by the buyer ig not receiving
sufficient attention, but many groweis are now awakening to the profitable nature of this phase
of the work. 1t is estimated that at least 3d. per Ib. extra 1s made by good gradiig ; but probably
it i3 a great deal more, for the buyer has more confidence in graded stuff, and is saved time and
labour in unpacking bales and directing a better grading. Ungraded leaf has to be graded in the
factories; and the cost of this is therefore taken from the price paid to the grower on the farm.

Many growers have received helpful instruction [rom the buyers of the Briti.shmAtlstmlaStian
Tobaceo Co.; but & number have not bothered to learn anything aliout it, although it is clear
that grading is not o difficul mabter, edpecially when the leat is purchased on colowr.

The Committee found that most of the tobacco rejected by the buyer, or else sold at poor
prices, was ungraded and generally inferior, having been spoiled in curing or else cured in a very
unripe condition. The amount of tobaceo rejected last year by the British-Australasian Tobacco
Co., according to Mr. Sambell, Secretary to the Victorian Tobacco-growers’ Association, was
700 bales. There is always likely to be a small percentage of poor stuff mixed up with any grower’s
offering, and it does not seem reasonable to expect the manufacturer to buy it if he cannot use
it ih any way whatever. The Committee, in looking through the British-Australasian Tobaceo
Co.’s Sydney factory, saw many tons of inferior local tobaceo, that had been purchaged amongst
pood stufl at {aiv average prices, being dround into mahurial powder for sale dt a low figure.

58. The growers should, in the Committee’s opinion, avail themselves more of the offer
of the British-Australasian Tobaceo Co. to send their sons into the factory for experience. There
is no better method of teaching the young grower all about tobacco. A few growers have availed
themselves of this offer, notably at Pomonal, but probably if the Federal Director organized
this movement and communicated its advantages to all growers it would bécome an important
educational stimulus to the growing side of the industry.  Mr. Murphy, President of the Pomonal
Tobadeo-growers’ Association, stated :—-

{Q. 3664} In 1927 the British-Australasian Tobaceo Company took to Melbourne the sons of some of the growers
in various pazts of the State, to teach them to grade tobacco, and mine was one of those selected. He spent four or
five weeks 1n Melbourne, and was paid the company’s ruling rate of wage. He was very much against the company
when he went to Melbourne, but after having bendled the tobaceo there, he came back and gave an address to our
grawers, and I think he surprised them greatly by his eriticism of tobacco that even Mt Lowgh buys.

59. The grower needs expert instruction in grading. Hitherto he has had to depend largely
upon the buyer, who has acted under instructions from his employers. Co-operative grading
societies, which could employ competent graders, would soon become a feature of the industry
if encouraged and if ingisted upon by the Federal tobacco control.

60. The idea of a central grading depot, as developed in the United States, does not seem
to appeal to the Australian growers, who do not like to allow their tobacco to go off the farm
tall it is mold. The Committee has not received any practical schemefor a central grading depot,
and therefore does not advise insistence upon this feature, at least for some years to come. Once
the industry assumes large proportions, central grading depots will probably materialize as an
economic necessity.

Brue Mourp anp Oraer DISEssEs.
. 61. The growers have hitherto proved unable to deal with the blue mould disease, which
n many cases wipes out the tobacco of a whele district two out of three years. Now that cfficient
scientific investigation is being carried on, under Federal direction, immediate steps should be
taken by the tobacco department to convey the instructions of the scientific branch of investigation
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to every grower; and this should be backed up by expert supervision.. Hitherto the growers
have been left largely to their own devices in this maiter, the State experts not having been
able to propouhd any effective remedial measures. In many cases individual growers have
experimentet-—qguite obviously in the dark—and have been fortunate in securing results which
have led them to proclaim the discovery of reliable preventive methods ; but in all cases these
$hese claims have not stood the test of further experiment or of different climatic and
growing conditions. : '

62. Other pests, such as split worm, mosaic, grubs, bunchy top and root rot are not so
seriong at the present stage as blue mould ; in fact, root rot appears to be part and parcel of
blae mould.  With the exception of blue mould, the majority of growers have heen able to invent
their ‘own individual methods of dealing with pests, particularly grubs. ' '

Smant AREAS ADVISABLE.

63. The Comraiftee desires to iimpress upon growers the importance of area in relation to
commercial results. The evidence definitely indicates that, as in the United States of America,
80 in Australia, the individual grower should not aim at large areas——say from 10 to 50 acres—
but should confine himself to small areas ranging from 4 to 10 acres. The area, of course, should
depend upon the supply of labour available. Where a grower has to depend almost wholly
upon his own efforts, with perhaps the assistance of one or two 'song, he cannot profitably cope
with more than 4 or 5 acres. It is better that he should give proper attention to a small drea
which he can easily handle himself, and produce 2 or 8 tons of good guality bright leaf, which
will fetch remunerative prices, than plunge into a big undertaking, involving the employment
of much skilled labour. Failing such labour, the halt-attention which means an insufficiently-
cultivated crop, madequate flue-curing and haphazard grading will aliost certainly terminate
in disappointing vesults. The attempt of some growers, who possess only limited capital and
very little actual experience, to start with anything from 20 to 50 acres, is likely to discourage
not only the growers themselves, but their neighboues. In the United States the average size
of tobaceo farms is 3.7 acres.

In cases, however, in.-which a grower has the necessary capital, the suitable land, and
sufficient skill in growing, curing and grading to justify substantial areas, some excuse might
exist for larger venbures ; but as a general rule 4 or 5 acres will oceupy all the personal attentio
which a small farmer is able to give a crop that he is treating ag a side line,

OurLook PROMISING.

64. The Committee does not absolve the growers from all blame for any faults in
Anstralian-grown tobaceo, but is satisfied there isnow a tobacco conscience amongst growers
and feels sufe this will, ander conditions of greater stability, quickly develop into a sense of
responsibility to the smoking public. The obstingte and meflicient grower will quickly be
eliminated by the more reasonable and efficient grower who will come mto the industry once
it is evident that there is an assured market at remunerative prices for the right sbud. .

The Committee thinks the growers generally show intelligence and initiative, and in
consideration of their dependence upon one buyer, and upon an inadequate scheme of direction,
have shown courage in striving to keep in the industry, as well as a keen desive to improve the -
reputation of Australian tobacco amongst smokers.

Goon AUSTRALIAN SAMPLES.

65. The Committee is convinced that good light tobacco suitable for pipe smoking and
possibly for cigarette manufacture is being produced i all the existing tobacco areas, and it
does not subscribe to any suggestion that new areas now being opened up, or areas which may be
opened up later, will have to be solely depended upon for leaf of this high-grade character. It
is confirmed in this view by the many samples of good bright leaf shown to 1t from Northern
New South Wales, Wangaratta (Victoria), Pomonal (Victoria), Mt. Barker (South Australia)
"~ and Mareeba (North Queensiand).

New Proorss or CURING.

66. The Committee inspected many tobacgo-curing barns in all tobacco areas, and found
that the types showed remarkable variation. The best types appeared to be in the Tamworth
district, where most of the growers have gone in for expensive concrete or brick barns with good
furnaces. In the Wangaratta district of Victoria the type in most favowr is galvanized iron,
with a good system of-rooi ventilation., In all districts, however, thers are numerous small
and cheaply-built barns, which are of doubtful advantage to the grower, who must lose money
by poor facilities for curing.
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‘ 67. The Committee displayed great interest in the claims of Mr. William Panlook,
Managing . Director of Panlook Bros. Pty Ltd., Eurobin, Victoria, who invited the Committee
to ingpeet a new curing process which it was considered would greatly improve the curing of leaf.
The Committee visited Mr. Panlock’s property, and made a cloge inspection of his process. His
barns are large and up to date. He has introduced the same principle of dryinhg, tobacco, with
some modifications to suit the different type of product, as he has employed in the curing of
hops. This id'4 Tireed air-cireulation systeni, designed to drive the air at temperatures controlled
by a dynamo-driven fan from bottom to top of the barn and from top to bottom, excluding the
hot or cold air and re-circulating at regular intervals. By this process he could yellow the leaf—
which, however, had to be cut ripe in the field—within 36 hours, and he could cure a barn within
from three to four days, as against at least six days under the crdinary process. He claimed
that this system would give a more even yellowing from top of the barn to the bottom, and all
over the leaf, not leaving a large percentage—about 25 usually—to emerge from the curing in
a Ejatchy or wholly green looking condition. He thought he could secure 90 per cent. of hright
yellow leaf by his process, and possibly 100 per cent. Mr. Panlook, however, was careful te inform
the Committee that his experiment was not yet complete, and he required probably another
year to miake it perfect. Until he had tried it right out, he did not advise other growers fo go
in for-it. ‘

- BEven if Mr. Panlook’s process does not prove wholly successful in fulfilling the inventor’s
claims, it certainly looks like the application of a useful new method te tobacco curing. The
instance shows the keener imferest which some growers are taking in the improvement of
Australian tobaceo. '

New Growzas Coming Iw.

68. Although the Committee did not call for evidence in regard to the prospects of an
increase in the growing of tobacco, or the manufacturing of tobaceo in Australia, 1t was informed
by many witnesses that a definite and full measure of protection for at least a period would almost
certainly encourage many primary producers to go in for the cultivation of leaf under flue-curing
conditions. This is, of course, largely a matber of speculation ; but the Committee thinks it is
-extremely likely, in view of the publicity now being given to the industry and the fact that the
resesrch and experimental work has been taken over by the Commonwealth Government, that
there will be a cousiderable increase in the number of growers. The fear that many growers
will atternpt to preduce tobacce on unsuitable soils, and with very little knowledge of the
difficulties, is probably well-founded ; but if the Federal tobacco department, which the Committee
hopes will be established, makes systematic efforts to warn would-be growers against haphazard
ventures, and also seeks the co-operation of the State Departments of Agriculture in the work
of tendeting expert agsistance to those who contemplate growing, a proper check should be placed
upon unwise and hasty experiments except in the case of a small number of isolated individuals.

_ 69. That the more effective protection, eoupled with the big profits to be made by
" guccesstul growers, ranging from 100 to 200 per cent. net, will tempt many more farmers, and
even larger landowners, to grow tobacco 13 certain. For instance, at Texas the Committee was
informed by Mr. C.. F. White, Managing Director of Texas Hstates L#d., that his Company’s
idea was to go in for tobaceo to assist in a subdivisional scheme later on ; and by Mr. W. Lennon,
of River Bend, Texas, that * tobaceo growing is only a small side line with us, but we intend
to make it a big thing. If we get encouragement we are all going in for it extensively .

70. The Committee also received information that three large tohacco-growing ventures
are about. to be launched, one to be established at Mareeba, North Queensland, about eight miles
from the Federal investigation plots; and the others at Pomonal, about sixteen miles from
Stawell,- Victoria.

New MANUFACTURERS.

71. On the manufacturing side, an important development which should be favourable
to the local growing industry i3 the public announcement that Messrs. Godfrey, Phillips & Clo.
Litd.; of England, have secured a site for a large, modern factory in Melhourne, and propose to
comuericé marufacturing tobacco at an early date. This firm has a large capital, and is probably
able to establish itself in face of the strongest competition. No doubt it will be a buyer of the
Australian product. o

72. The Committee was also informed. by Mr! Dyason, Chairman of Directors of .G .
Goode Ltd.; tobateo manufacturers, Melbourne, that 5o soon as leaf suitable for cigarettes was
available in Australia, his firm would be a purchaser. AR
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Dudgeon & Arnell Pty. Lid., Melbourne, are already tuming out s comiposite cigarette
tobacoco in-tins under the title © Happy Thoughts ", {o? which there is a very good sale in Victoria ;
they also- manufacture the all-Australian tobaccoes *° Sunday Best  and ** Belvidere.” -This
firm is a'regular buyer of Australian-grown. leaf, and is anxious to secure supplies suitable for
cigarettes iand light pipe tobacco. ‘ IRISE i

Michelides Ltd., of Perth, Western Australia,

; _ \uisfir is also a present and prospective purchaser
of larger quantities of Australian leaf for its brands of cigarettes, which have a large sale in
Western Australia, This company has advised the Committee, by letter, that it is now
manufacturing the following lines: Tobacco—Luxor and Marvel; Cigarettes—GColden West,
Jester, Mena, Linkor and President. It uses quantities of the following tobacco leaf—Turkish,
Oreek, Rhodesian, Latakia, American and Australian—its purchases of the last being
approximately 11,000 Ibs. in 1927-28, 26,500 lbs. in 1928-29, and 80,000 Ibs. in 1929-30.

Locar, MarxsT.

78. The local market for Australian tobacco is therefore extensive, and once the industry
begins to move forward on the lines being pursued at present there should be a steadily-increasing
quantity of good leaf, suitable for cigars, cigarettes and pipe tobaceo every year; until in time
the great bulk of tobadc,/@t} smoled in Austra,l_ig;;i: préduced locally. ‘

74. Some in.diéﬁézn 6f the market available may be gathered from the following figures
showing the quantity-snd value of imports of Tobacco, &e., into Australia since Federation :—

Mannfactured, Unmanufaetnred. Clgaxs, Cigarotios. Snaff,
Yenr.
. £ i, £ b, £ 1, 2 ih. £
1901 .. | 3,708,325 261,835 5,051,230 218,019 547,436 178,185 198,455 60,624 7,076 1,248
1902 co 2,005,326 224,362 5,644,080 238,195 403,804 131,763 171,585 56,772 7,518 1,428
1903 .| 2,508,342 188,327 5,166,703 232,884 305,705 106,623 131,816 41,828 - 8,901 1,414
1904 | 2,175,807 154,882 6,629,793 235,187 251,189 96,976 168,903 54,089  B,105 1,048
1505 .| 2,045,384 187,374 5,371,534 203,111 280,814 108,739 202,778 64,384 © 8,152 1,529
1806 .. E926,002 145,760 7,638,329 285,106 346,037 133,208 16,811 65,549 6,876 1,188
1807 .o | 2,186,171 164,046 ; 10,169,016 426,351 301,933 113,221 149,178 49,266 5,730 [3h)
1808 . 11,378,408 109,377 | 12,886,746 465,460 370,519 168,777 109,315 37,389 7,911 1 '1331
1908 .. 1 L,906,968 141,653 4,370,516 32T 285,110 108,630 110,605 37,270 $,470.: . 897
190 .. ] 2,260,571 160,512 | 13,686,845 445,663 330,286 121,848 114,851 40,3567 5,497 1,002
1911 .o 2,208,805 167,934 | 14,900,520 508,569 300,320 174,613 130,925 46,993 6,072 1.011
1912 .o 2,610,816 202,971 1 15,055,632 612,855 408,607 167,589 147,366 14,402 6,076 1,024
1313 .. 11,902,435 164,448 | 18,806,442 TOE, 268 433,279 187,328 167,026 GE,050 5,177 858
1914~15 o] 2,156,400 193,799 | 10,588,348 533,769 253,901 124,496 138,455 50,686 4,459 132
1915~16 .. 1 1,607,300 130,450 1 12,540,100 685,004 141,630 $0,761 160,850 a5,913 . 6,216 L9is
1916-17 .. | 1,645,300 155,241 | 16,878,200 829,158 149,500 90,355 163,581 5,348 5,491 967
1917-18 oo 1,044,800 92,895 6.704,700 424,082 140,044 B4,530 107,658 | 43,833 3,086 506
191811 .. 1 L125,200 123,823 | 15,088,800 | 1,594,538 HHATG 01,518 95,070 | 54,018 ¢ 3,613 Fod
1812-20 .. {382,639 100,071 | 18,224,633 | 2,441,498 123,389 17,814 133,667 91,917 ‘b,h45 | 1,635
192621 .. BRY,842 154,285 | 21,954,648 | 3,437,204 126,600 141,794 169,317 106,915 {© 3,936 1,340
1921-22 .. P48.586 152,302 | 17,104,355 | 2,178,765 54,5567 58,0856 122,808 77,433 1,575 448
1922-323 .- 816,736 91,687 | 15,785,525 | 1,807,094 102,528 101,377 220,522 141,580 8,287 1,262
1923~24 e 480,117 84,347 | 26,234,448 | 2,804,897 35,533 101.828 260,062 170,644 4,663 1,548
1924.-25 .. 445,680 105,071 | 19,110,700 | 2,005,939 87,780 44,805 328,508 203,209 3,159 - 1,678
102524 AN 519,503 97,648 | 22,040,123 | 2,250,305 107,221 115,43 547,425 297,512 2 638. I 1]
1926-27 .| L273,878 76,046 | 22,140,918 | 2,018,205 121,779 115,360 744,871 |- 893,386 4,315 1,667
1927-28 .. 5L E8T.202 171,800 | 23,682,640 | 2,168,402 128,713 138,501 446,360 480,798 3,442 1,020
192820 <) 1,013,841 148,378 | 21,120,742 ; 1,504,460 24,980 94,750 840,027 428,127 2,081 1,169

PRICES TO THE CONSUMER.

75. The Committee does not think the prices of manufactured tobaceo need be further
raised to the consumer, the present prices for all imported brands being from 50 to 100 per cent.
higher than at the heginning of the present century. The most popular brand of cigarettes,
(lapstans, were formerly sold for 3d. a packet of ten, whereas now they are sold for 6d.-a packet
of eleven, the manufacturers having taken one cigarette out of each packet since the impesition
of the extra shilling tmport duby. Various brands of pipe tobacco went up, also, in most cases
an extra Ld. an ounce. Fvidence on this point was given by Mr. Bentley in the following portion
of his evidénce —

285. When the recont additional Is. duty was imposed on imported leaf, we only incressed * Havelock ” dark
by 94d., © Lucky Hit ” by 6d., and “* Starlight " was not inereased st all—the reasoh, of course, being that we were
not ineressing our prices for Australinn dark and No. 2 leaf, a propoxtion or the whole of which is tized in the manufdctine
of these particular tobascoes. e e A

76. It is certain that local manufacturers will be able to place Australian brands on the
market at & much lower price than imported, and this should greatly stimulate the demand for
the cheaper tobaceos: It should be possible, under the scheme fo be proposed by the Committee,
for the manufacturers to retsil Australian brands at half the price of the imported. The
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Committee feels confident that a move in this divection would rapidly remove rauch of the prejudice
alleged to exist amongst the smoking public for tabaccoes known to be whotly or partly Australian.
Mr. Jennings, at Texas, also supporbed this view, as indicated in the following guestions:—

2894. That has nothing to do with the buyersi—While we permit the importation of American leaf, the Australia
pubho will not huy much else. Uf we put a duty of 10s. per ib. on American tobaceo, the public will very soon learn
to smoke the Anstralian product, BEwven if the Australian tobacco has a distinctive Savour, there iz no reason why
Australians should xot come to like it.  In Italy and France the people appreciate the tobaceo sold there : but if we
went theve i would Idll ns if we tried to smoke i.

2034, 1t has been suggested that the best way of getting the Aﬂstmhan public to smoke Australian tobacce
-5 prachically to force the manufacturers to put it on the zna,rket and sdvertise 15 ab o price fhat will appeal to the
paiblic. The company has given an assurance that ©“ Waratah  tobacco was well advertised ; that sales were good
for a year or two, and then fell away. Do you think it would be o fair thing to make the mduccment s0 strong that
the public wouid have no slternative but to buy the Australian tobaceo?—I think it is the only solution.

2935. How would you do i5!—By increasing the import duty on American leaf on a sliding secalo. As the
Austzalian growers increased their output, increage the import duty correspoudingly, and also increase the exelse unless
you are prepared to lose & lob of revenze.

THE POLICY AND PRACTICE OF THE BRITISH-AUSTRALASIAN TOBACCO
‘ COMPANY.

77. The Committee has to thank-the British-Australasian Tobacco Company Pty. Ltd.
for its assistance in this inquiry. Without such assistance, the tagk of the Committee would
have been much more difficult. The evidence given by Mr. Bentley, one of the directors, and
Mr. Lough, the Australian buyer for the Company, was comprehensive and very valuable. The
Comiittee also received very courteous treatment from the Company ix visiting, at the Company’s
invitation, the principal factory at Raleigh Park, Kensington, Sydney, where the directors
personally conducted the members through every dopartment of the factory. An invitation
to inspect the other factory of the Company, in, Melbourne, could not be availed of owing to
laek of opportunity.

78. The Committee, not having a specific refe:ronee did not seek evidence as to
the Company’s business methods or its profits. Al information relating to the quantities of
tobacco purchased both inside and outside Australia was readily supplied to the Cemmibtee
by the Company, principally in the evidence of Mr. Bentley, but no questions were asked on
the subject of profits except the following

281. By the Chaviman.—-Would not the margin of profit available to the company on all its manufactbures have

enabled it to carry the extra daty on imported ieaf without inereasing the price to the public ¢ —Thut brings us fo
the profits of the company. That, ¥ suggest, 18 a matter that does not come within the scope of the 1«{1111111*

292, Oune of the disadvantages of increasing the duty is that the prices paid by the public are g@hem ly increased.
I am entitled to ask whether the extya duty of [s. a b, on the imported leaf was such that it was nnposcuble for the
company to confinne to supply the goods to the public without passing the duty on ?—I say definitely that it was not
posaible.

Beyond these questions, no references were made during the inquiry to the Company’s
financial position, except that made by Mr. Jones, a member ol the Commitice (Q.4886), when
in referring to a grower’'s evidence that his (the grower’s) average prices had deeclined from
2s. 4d. a Ib. in 1921 to 1s. 93d. a lb. in 1929, an extract from the Sydney Buileiin of 25th
December, 1929, was produced showing that the Company’s profits had increased from £582 979
in 1921 to 55}.,01].,307 in 1920,

Mz, Bentley gave the Committee an outline of the Compay’s size and operations in the
following portion of his evidence :—

A great manufacturing industry in Australia has been built np, an industry in which 5,300 employees are
employed and which pays in wages and benefits over £1,200,000 & year.

79. The Committee submitted Mr. Bentley and Mr. Lough, to a lengthy and searching
cross-examination on all phases of the Company’s activities in 1‘elauon to the Auvstralian growers,
The questions were all answered [reely and frankly, and with an evident desire to conseal nothmu
which the Committec considered relevant to the inquiry.

80. The British-Australasian Tobacco Company has undoubtedly made systematic eflorts
to improve the cultivation of tobaceo in Australia, having spent, in the last twenty-five years
the sum of £75,000 on experimental work 1riespeetne of the special contribution to the
Commonwealth Tobacco Investigation. Thig money has been expended in the carrying out
of experimental plots in various tobacco districts, m instructional work amongst the growers,
and in a very elaborate plantation scheme at r[exas on the New South Wales and Queensland
border. The story of the Texas experiment, which the Company regarded as a costly failure,
was told by Mr. Bentley in the following portion of his evidence :—

285, I should hike to mention that my compédny purchased land near Taxas on the berder of New Soush Wales and
Queensland for the purpose of an experimental farm.  We erected flue-curing barns and employed only white lahour.
We built cottages for the men and spared no expense to try and institute o white colony, but we did not make a

suceess of it.  We kept the farm going for five years from 1910 to 1915, under the supervision of our own experts, but
ag we conld not get an improved article we closed down the farm and so]d it and lost £20,000 on that experiment alone,

Pl
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The Commistee made fll Inguiry into this expenment when taking evidence at Texas,
and ‘elicited information which tended to indicate that the redsons given by the Company for the
plantation failure were not altogether subscribed to by others. The Committee was fortunate to
have as a witness Mr. 11 Jennings, now of Texas; but for many years an employee of the British-
Australasian Tobacco Company, and the manager. for most of the period of the Texas plantation,
to which was attached a factory for stemming the tobacco. This witness had been sent by the
Company to America for experience in American grading and curing methods at a cost of £1,000.
Mr. Jennings indicated that the main cause of the fatlure at Texas was the attempt to grow
tobacco there on the plantation system, i.c., the emp}oyment of men on wages; he added that
most of the employees were brought {rom f'ngland and were not competent as they had had
no previous agricultural experience—some of them having been dock labourers and lorry drivers.
There was also .a serious outhreak of typhoid, which resulted in a number of deaths and added
1o the dlfﬁcul’mes of the venture.

81..The company has for many years, also, given 1{"8 buyers carte blanche in regard to the
education of the growers. No doubt this has been largely due to the vealization that the more
unsuitable the tobacco grown the more expensive would be the local industry to the Company,
which has for over twenty years been the only buyer of any value to the local growers. The
growers appear to have sought the advice of the Company 8 buyers more than that of the State
experts, probably for the reason that they hoped to give the Company a certain amount of
responsibility for the mfenouty, it any, gubgequently alleged at the time of buying.  Another
reason is that.the Lompany § buyer visits every grower during the year, and is, therefore, more
in fouch with each man’s difficulties than are the State experts, who have not, so far as the

Jommittee has been able to frathel followed a sy@tematle plan of inspection of fobdcco Crops.

82. The British-Australasian Tobaceo Company absorbed all the old Australian tobacco
manufacturers, with a few small exceptions, and at the present time is able to control practically
the whole of the tobaceo trade in Australia.® The only other ma.nufacburers in Australia who
are compeung are Dudgeon & Arnell, Piy. Litd., Melbourne ; G. Goode Litd., Melhourns ;
Tobaceo Company of South Australia Litd., Adf'laulo zmd Wmhehdes Lad, Perth. Tt is
doubtful whether all these and numerous smaller manufaatmers of cigars and cirarettes among
them command more than 10 per cent. of the total tobacco trade ; certainly they do not seriously
threaten the British-Australasian Tobacco Compeny’s virtual monoply of the pipe tobaceo and
cigarette trade in Australia, Nowthat a partial embargo hasbeen placed on unported ma,nufaetured
tobaceo the competition from outside is almost negligible. . In certain lines, such as ** Edgeworth”
tobacco (American) and “ State Hxpress ” Cigarettes (British) there is a definite compehtmn
between the importing firms and the Biitish- Anstralasian Tobaceo Co:npany, the latter having
recently Introduced to the loeal market 8 new Burley tobacoo called © Temple Bar ” which is
des1gned bo displace * Bdgeworth ”, and * Country Eife” cigarettes, the answer to ¥ State
Hxpress ”. . Although no evidence was called on this matter, the Committee is satisfied that

the Brmsh Australagian Tobaeco C‘ompanv by means of a Wl(}(,&plead a;rivpmsmg campaign, has
tad considerable success in these competitive efforts against outside mannfacturers.

83. Not having sought, or been proffered, any information in regard to the British-
Australian Tobaceo Compdny s profits, the Committee is unable to make any definite statements
in this connexion, but contents itself with drawing attention tothe following statement pubhshed
in The Bulletin of date, 25th Deceriber, 1929, and referred to in the course “of the i inguiry by Mr.
Jones, a member of 1:hf> Committee :—

* Brrrisn Tobacco Co. (AvsTiaris) Lev.

. } ) Dividends.
_ Profits. —n Reserves,
1 @ per cent Pvefeience. ~ Opdinary. .
1919 .. . .. 541,951 89,084 12 per cent. — 451,762 33,168
1920 .. . . .. 544,773 89,084 |12 per cent, — 454,587 34,270
1921 .. . - .. ‘582,979 89,084 112 per cent, — 491,987 36,178
Special dividend from subsidiaries, £628, 591 distributed as bonus shares. :

922 .. . .- .. 751,373 89,084 12 per cent. — 661,067 37,400
1823 .. .. . . 773,202 85,084 12 per cent. — 682,400 39,118
1924 .. .. .. .. 776,535 85,084 1% per cent, — 685, 844 10,726
1925 .. - .. .- 719,462 39,084 12 per cent. — 689,034 42,069
19286 .. .. .. - 183,453 89,084 12 per cent. — 692,684 43,744
921 . 786,876 89,084 12 per cent, — 696,354 45,182
(“ompaﬁy reconstrunted shm €8 In %ube]dmnea written up, £2,324,131, and that amount capitalized.
12 months to Oct. 8} per cent, .
1998 .. .. .. .. 916,506 96,507 10 per eent. — 813446 | 7,659
1929 .. . . .. . 1,011,307 96,507 11 per cent, — 894,751 27,668
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This. is the big holding concern which in 1903 amalgamated the interests of W. 1). and
. 0. Wills. (Australia), Ltd., the British-Australian Tobacco Company (which combined the
Cameron and part of the Dixson businesses) and the States TobaccoCompany (which embraced
Sutton and. Co., and: Jacobs, Hart and Co., and. the other part of Dixson’s busmess) Later
S. T. Leigh and Co., a printing concern, was ‘included in the group.”

84. In view of its privileged and enovinously valuable position, the Company, being the
only big buyer of locally-produced tobacco, is under an obligation to the local industry.
Apparently, the diregtors have recognized this obligation, hence the policy and practice of
purchasing practically all the leaf grown locally at prices which would prevent any suggestion
that the Company had no sympathy for local growers, and no desire to make use of Australian
tobaceo leaf. It 1s obvious, however, that the (‘ompany hag been able to regulate the consumption
of locally-grown leaf. This is eiear]y indieated by the following figures furnished by the Customs
Department, which show that for the last thirteen years, the amount of Australian-grown leaf
used in manufactures has steadily declined from 13.79 per cent. in 1915-16 to 5.11 per cent.
in 1928-29 —

Year. Apgtralian leaf used. Tmported feaf used. Total used. Per;:gl\?%gﬂq%fﬁmtmﬂmi
hs. ibs, Ibs. per cent,
161516 1,730,020 10,811,286 12,541,316 13.79
1916~-17 1,635,589 11,530,419 13,166,008 12.42
1817-18 1,475,669 11,480,869 12,956,438 11.38
1918-19 1,147,850 12,203,466 13,351,456 8.08
1919-20 . 1,5622.179 14,615,029 16,137,208 9.43
1990-21 1,738,902 14,296 570 16,635,472 10.45
1921-22 1,386,248 15,480,647 16,866,895 8.21
1922-23 1,950,028 15,853,910 17,103,938 7.30
192324 ! 1,122 825 15,981,663 17,104,438 6.56
192495 1,066,763 17,006,274 18,133,037 5.88
1926-26 1,152,132 17,508,175 15,661,307 6.17
1926-27 1,212,794 17,396,718 18,509,512 6.51
192728 1,007 089 17,613,104 18,620,193 5.40
1928-29 978,030 18,167,685 19,135,709 5.11

A glance at these i]gures shows that last year the quantity of imported leaf was the gxeatest
and the quantity of Australian leaf used was the smallest over this number of years. Figures
for earlier years were not available for comparison owing to methods of recording the statistics
in different States.

As the British-Australasian Tobaceo Company has been the principal manufacturer and
tmporter in that period-—other small manufacturers having imported very meagre supplies
principally for a mixture with local brands—the percentages quoted must, with perhaps a slight
variation, apply to the output of this company’s factories.

85. The British-Aunstralasian Tobacco Company has had the control of the Australian
industry in its hands for nearly three decades. The amount of money it has expended each
year on Jocal leaf, though a considerable sum in itself, would be only a small item in the Company’s
total expendltur(, in importing, manufacturing and placing its products on the Australian market.
The Company has also built up a trade in New Zealand and in some of the Pacific Islands.

86. The Committee takes the view that, in consideration of its valuable monopoly, its
published profits, and its power to regulate local production by means of carefully adjusted prices,
the Comypany has done well by local growers in the mass within the limits of the small amount
of local production. As to whether the Company has deliberately kept the consumption of local
leaf down year after year to suit its policy the evidence submitted to the Committee does net
enable any definite conclusion to be formed. All that can be said is that the worst featuve is the
downward trend of the local tobacco manufactured shortly after the Company began to gain
contro} of the market, culminating in what looks like a definite intention to reduce the quantity of
Iocal leaf used in ma,nufac'ture to the smallest possible percentage.

Although the Committee does not say this has been the Company’s policy, it does say
that the Company has not made out a convincing case in the negative. If it be accepted that
the figures show the trend of poliey, the motive is falrly clear. The Company is one of the biggest
manufacturing concerns in the world. It has over 5,000 empiovees an enormous capital and
two large and very modern factories, fitted with Iabor savmxr pld.nt There 15 8 vast difference
between organizing production in a new and largely virgin terntory and diverting the organized
production of another country which has specialised in tobacco cultivation for over 300 years.
By the simple process of appointing buying agents in America, the Company has been able, year
after year, to ensure-—except in the war period—a continuous and unlimited supply of hzgh
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quality leaf suitable for all its manufacturihg purposes. This leaf has been purchasable at an
average figure of 10d. per lb. in the auction selling places which are a feattiré of the American
tobacco industry. By merely cabling, the Company can increase or diminish its supplies to suit
its annual needs: Tt has also placed itself in the position that it can compete with other overseas
manunfacturers not only in continuity of:supplies but in quality of ieaf, for even British
manufacturers have drawn their supplies largely, from fhe United States. . . .-

T

87. As'a matber of policy, therefore, the British- Australasian Tobacco Company has had
every reason to conduct its huge and ever-growiilg operations upon the sound foundation of a
permanent, and suitable supply of leaf. The effect has been to enable it to drive nearly all the
overseas competitors out of the. Australian trade. Increasing tariff protection for locally-
manufactured tobaccoes, also, has played a part in this, and has further justified the Company
in coneentrating its activities upon the always-available American tobacco-growing industry,

That it has considered the possibility of having its foreign supplies cut off is indicated by
the following answers given by Mr. Bentley to the Chairman :-— ' ,

1001. Has it occurred to your company that, in the event of supplies of tobacto from overseas being cut off,
you wonld, apart from stocks in hand, be dependent on Australian-grown tobacco?—Yes. The company’s definite
policy is to establish the Austrulian tobaeco-growing industry on a satisfactory footing.

1002, At the outbreak of wur in 1914 wag your company in & pesition to meet requirements for any lengthy
period?—We got through ; but it was difficult.

1003, Did your company, during the war period, buy all the Australiarn leal it could obtain?—T de not know.
The eompany has always bought almost every pound of Australian leaf available, It has, of course, rejected inferior
leaf.

1004, Ts it a fact that, during the war perfod, your buyer urged Australian growers of sun-dried leaf not to waste
a pound of 41 do not know ; but T can understand his doing so. '

When the world war broke out the Company made a determined effort to secure Australian
leaf, and it algo drew liberally upon its accumulated stocks iu the factories.

Should Australia’s tobacco supplies be cut off by a sudden outbreak of war in the Pacific,
there would be totally inadequate Jocal supplies to draw from, and in the present undeveloped
state of the industry, the growers could not possibly make up the deficiency inside from three to
five years. The Company is, therefore, taking a considerable risk in its dependence for about
95 per cent. of its raw material wpon the United Staftes.

There is said to be a big export surplus now available in Rhodesia ; but an outhreak of
war would probably cut off this source too. No other tobacco-producing country is near enough
to Australia to be able to contribute suflicient for the needs of six and a half million people at
short notice.

88, Another inference to be drawn from the Company’s preference for American leaf,
notwithstanding the risk of losing its principal source of supply, 1s the heavy cest upon one
manufacturer of buying under present local conditions. In America, the grower earries his
cured tobacco to local markets, where it is graded and auctioned, as indicated by Dr. Darnell-
Smithin his excellent report on his visit to the United States of America published by the Australian
Tobacco Investigation as Bulletin No. 1, from which the following quotation is interesting :—

In any given tohacco-growing cenfre one or mere tobaceo warehouses are built by a firm of tobaceo dealers,
Each warehouse is a huge strueture of wood covering half an acre ox more. The roof is of galvanized iron with numerous
windows, as plenty of light is needed to judge the colour of tobacce. One side has windows alternating with large
doors. The doors at the end of the warehouse sze large enongh to admit the ingress and egress of motor lorries loaded
with tobacce ; the floor is of wood.  One or more scales with large dials for acourately weighing the tobaceo are provided.
There ate also provided very large numbers of flat baskets, made of lattice laths about 2 inches hrond, Tach bagket
is about 3 ft. & in, square and 7 inches deep. The tare of each basket is kmown. They hold easily from 50 to 200 b,
of tohacco and somebimes larger quantities are put into them, : y

The warehotse has a man whe starts the price of the tobacco contained in a basket, the auctioneer ealls the
price, the buyers, in two single files om either side of the row of baskets, malke their bids very rapidly. The warchouse
representative may bid «s often as he likes ; the fobaceo is sold to the highest bidder, the price is immedintely mazled
o the licket with the name of the buyer. (Dollars per 100 Ib. or cents per ib. give the same figure.} Two clerks with
hools follow each file of buyers, copies of the fickefs ave taken {seller, weight, price, buyer), and the clerks eheck each
oher at the end of ench row of baskets. The rate at which the tobaceo iz s0ld iy surprising ; on the average three
baskets are sold per minute. Even so, it is somebimes necessary to have a ™ hold over ” sale next day.

In Australia the grower is isolated and individualistic. The buyer has net-only to go to
his farm b0 inspect and purchase the tobacco; but he has to keep track-of the growers from year
to year without any system of notification.. He has to be a man who knows every grower, and
the shortest: route to take in visiting him. Btrange as it seems, no system. of. notification has
been instituted by the growers or by the State tobacco experts. - The grower secures a crop,
and waits for the buyer to eall wpon. him, : ' S ‘
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o It'is eagy to see that a preat extension of growing under these crude conditions would
render it necessary for the big ‘buying company to train many men to go ronnd seeking. the
sellers—men who would have o be experts. 1t would also be necessary to bargain with each
selter separvately.  With thousands of growers this would be a stupendous task for one Company.

If there is to be an éxtension of growing in Australia, the growers will have to render tivre
assistance t0 the buyers, who could refuse to visit the fafmé and who coutld tell growets to submit
the tobaceo to them ab the factories or at soine central depot.. The main inducement for the
buyers to avoid any such drastic action appears to be the desive for tobacco of geod quality. If
the inducement to the buyer to purchase local leal were made stronger, ne doubt he would
cotitinue the present haphazard method of contact with the growers for some time to come,
antil so many growers came lnto the mdustry as to make this system. of buying unworkable.
It wounld then be the responsibility of the growers to organize on some co-operative selling basis.
When more buyers come in the possibility of adopting the anction wmarket method established
in " Ametica could be considered for Australia. = '

. 89. Summed up, the Committee has come to the copelusion that although the British-
Australasian Tobacco Company geruinely. desires to purchase large quantities of good bright
Australian tobacco, the Company is satisfied from past experience that under the conditions
governing the production in Australia not more than a small percentage of manufacturing require-
ments ig likely to be produced. This small percentage enables the Compdny to confine local leaf in
nianufacture to an easily-regulated quantity, The trouble and expense, of purchasing, together
with probable heavy loss through the production at the present stage of large guantities of local
leaf, a proportion of which would be inferior, are eontributing factors in the Company’s policy
and practice. Bub the greatest factor appears to be the ease with which unlinited supplies
can. be obtained from America. : :

90. This brings us to the conténtion of the Company that the high quality of its products
has had a good deal to do with the heavy increase in Australian consumption. of imported tobaccoes
gince the beginning of the present century. . The contention does not, however, make due
allowance for the doubling of the population within the period of the Company’s operations ;
nor does it allow for the great increase in the smoking public, due to the addiction of women to
cigaretbes. : '

01. It has bo be admitted, however, that the British-Ausiralasian Tobacco Company’s
manufactures are of a very high quality, and are genherally acceptable to the public. At the
game time, individual taste has little or no chance to exercise its choice. No other company is
manufacturing tobaccos to any extent, consequently the British-Australasian Tobacco Company’s
products have the market to themselves, with trifling competition. 1t is difficult to imagine
that if competition had been considerable, the quality of the British-Austrialasian Tobacco
Compiny’s tobaccos would still hdve given the Comapany the same unchallenged position’ that
it holds at phe preserit momenrt. o : ' n

On the guestion of the smoking quality. of Austrabian tobaccos, manufactured as whole
or.part brands by the British-Australagiav Tobacco Company. it is ouly necessary to say. that
with the exception of * Waratah ~ which has not mntil lately been made available in considerable
quantities, and certain composite brands, the Austraban public bas had a very limited opportonity
of forming its opinion. - The Committee is cenvinced that these brands are susceptible to
improvement in process of manidfacture ; and with the steady improvement in the production
of bright Australian leaf, will furnish a wholly acceptable arficle tothe local smoking publie
mote particularly if the manufacturer is able to place thein on the market at a much cheapiér
price than any of his imported products. .

Bonus Pain By Company.

92. The Committee heard evidence from many growers on the subject of the voluntary
bonus paid by the Company, and is satisfied, that this bonus has helped {o create the saspicion
that the Company considers the local leaf, particularly the best qualities, 1s worth more than
the prices usually offered, the bonus being an additionsl inftalment on/ the real value. - There is
not much ground for -suspicion as the Company in offefing] as] myth as 18 bonus for all leaf
fetching 2s. or over, is probably endeavouring to stimulate the -greater production of bright
mahogany. The Gemmittee considers; however, that 1t woil T he advisable foi the company to
discontinue the bonus, and pay a straight-out price; offering a wide margin between, the prices
for inferior dark leaf and for mahogany dnd lemon. With only ahout 5 per cent. of bright lemon-
coloured available, the offer of & big price, say 5s: per Ib: would certainly stimulate many growers
to improve their varieties of leai, and pay niore attention to their cultivation and their methods
of curing. In this way & much bigger percentage of the next colour—bright. mahogany-—would



xlwii

almost certainly be obtained. The tendency would be to rapidly reduce the quantity of poor
dark leaf. The high price, namely, from 9d. to 1s. 6d. per Ib. paid for this class of leaf by the
Company hitherto has undoubtedly caused the growers to think that with better colours fetching
only 6d. more—not allowing for the bonus—there was no great advantage in reducing the output
by going in for the lighter leaf.

In reply to a question put to him by My. Bentley, Mr. Temple Smith stated :— :

. 269, The growers throughout Australia are producing only enough bright leaf to epable us'to put about 2] per
cent. in,  Bvery b, of bright fesf produced is used?-—With the prices now being paid we are likely to get & much
larger proportion of the bright leaf. 1 blame the British-Australasian Tobaceo Company very largely for the quantity
of dark leaf produced, as compared with the bright leaf. The prices paid for the dark leat have encouraged the growers
0 produce it, as it 'was a better paying proposition. The dark leaf gives about twice the yield per acre. In one case a
grower obtained £250 per-acre for dark tobacco, whereas from bright leaf the return was less than £100. When the
corapany guaranteed to take 600,000 b, per year of the lower grade dark tobaceo at a certain price it was an inducement
to the growers to produce it.

The Committee considers that a lower price for the dark ranging from 6d. to 1s. per lb.,
and a much higher for bright mahogany, say 3s. to 4s. per Ib.,, and say 5s. for lemon-coloured,
offered by the manufacturer for a definite period—say the next five years—would encrmously
gtimulate the mmdusiry and ensure the speedy elimination of all but a small and unavoidable
percentage of dark, inferior tobacco. o

FIXATION OF PRICES.

§3. The Commitiee did not receive any practical suggestions in the direction of price
fixzation. Several witnesses favoured a valuation board, consisting of representatives of the
buyers and the growers, but failed o indicate how the board was to function in the interests
of the growers. In HFrance there 1s a board which is called the Parity Cornmission, consisting
of representatives of growers and the Government, with an arbitrator in the eventof disagreement.
The Federal Divector, Mr. Slage, dealt fully with its operations in this final appearance before
the Committee as a witness. It does not appear that the French system of price regulation
has resulted in great benefit to the grower, for in 1925 the average price paid by the State
tobacco monopoly for leaf grown in France was 8.72d. per lb., whilst the average price paid for
colonial and foreign was approximately 6.8d.

The Committee considers that, in the present state of the Australian industry, the besi
method of price regulation is by means of the tariff. [t believes that with ala@?ge\r margin of
protection, the bayers will be impelled to give reasonably good prices for all the bettzr gualities
of local leaf to stimulate the production. This is evidenced by the Biitish-Afus tralasian Tobacco
Company’s action in making its voluntary bounus, after the imposition of the additional import
duty in 1928 and 1929, on bright leaf, 1s. per Ib. on all leaf which sold at 2s. per 1b. and over. I
the recommendation of the Committee 1s adopted regarding further protection for the local
industry, the buyers will almost certainly be induced to pay still higher prices for the bright
mahogany and lemon-coloured qualities.

Various wibnesses complained that the absence of an arbitrator enabled the buyer to
alter the grading each year, in many individnal cases, so as to bring the price of the better
qualities back to an average of under 2s., thus enabling the manufacturer to eseape the payment
of his voluntary bonus to an extent which he considered advisable in his own interest. While
there is no doubt this danger Is always existent, the Committee does not see how it can be avoided
until there are more competitors for Australian leaf.  No means appear to exist of compelling
the buyer—other than through active competition-~to pay prices fixed by an arbitrator or a
valuation board. 1In France theindustry is governed by a State monoply, which renders the
buying problem much more simple ; _and it is} probable that the Parity Cofinission has no power
to enforce the payment of prices which the Government monoply would consider excessive.

No RECOMMENDATION FOR & BouNTy.

94. The Committee received very little encouragement to recommend a Federal bounty
on tobacea production. Apparently, since the conference of growers held at Canberra in May,
1928, made a request by deputation to the then Prime Minister (the Rt. Hon. 8. M. Bruce),
for a bounty of 3d. per lb, en dark leaf, 6d. on bright mahogany and 9d. on lemon-coloured, or
or as an albernative further tariff protection, feeling has changed. Only one or two
witnesses expressed any favourable opinion towards a bounty, the great majority preferring the
abolition of the excise with additional duty on imported tobacco. The Committee: therefore
makes no recommendation that a bounty sheuld be considered as a practicable. means
of stimulating the production of higher gualities of leaf in Australia.. The British-Australasian
Company has been giving a Voluntglzy bmt_zus for the last three or four years, and the growers
generally appear to think this additional inducement should be regarded by the purchaser as
part of the real value of the leaf.
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TARIFF PROTECTION.

~95. The local tobaceo-growing industry has never been the subject of any special policy
of tariff protection, the chief motive for import and excise duties being the raising of revenue.

The following statements show the customs and excise rates imposed on tobacco, cigars

and cigarettes sonce Federation :—

PROPOSED 1929 CUSTOMS TARTFF RATES ON TOBACCO, CIGARS AND CIGARETTRS COMPARED WITH
RATES LEVIED SINCE FEDERATION,

1908-11. 1014, 1913, 34921, 1926 Proposed Rutes
1924 Proposed Tl‘t:,%l‘le. 1902, % E E % ;::: " %
& = & = & - £ E: g e
£ ] g F 2 3 i g K g 2 5
g § 3 g g § |ZEu | Bs | Bd |EEg 1B
SV E Vel R B (ERE iR Bl by B
! A & / 5 & & |&8S | B8 | £8 [ BEA | ES | &8
v T o
sod (o d e d s diad|sdls d dois o d e d}s
18. 'obacos, unmenufactured perlb. |3 33 615 614 614 ¢ |4 6|6 58 algalsGiatiy 6'.51 y i‘
19, Tobacco, unmanufactured, entered : } : i
be locally manufactured into !
TFobaceo or cigarettes—to be paid
at the time of removal to the
factory-—
(4) Ungtemmed .. perle. i1 811 611 6(2 €12 012 0|2 08 2 0020
(B) Stemmed, or partly stem- 0 013 0130
med, orinsbripg perib. |1 612 02 0:2 6|2 62 2 612 B}2% 6{2 6i3 413 6/3 6
20; Tobaoco, cub, n.e.i. perlb. B 313 93 914 3|4 314114115 B 7 7 ‘
2i. Tobacee, manufactured, mne.i., (A 5 6 7]6 7167
including the weight of tags,
Iabels and other  aitach-
mentd .- cooperdb. 13 318 618 614 614 014 8|4 Bl 4|5 £]5 4 4
22. Cigavettes, including weight of cards ’ R 6 416 &)d 4
and mouthpieces contained in
inside packages ; Fine Cut
Tobaecco, suitable for the manu-
faoture of Cignrettes.. perlb. | 6 016 616 68 6% 010 6111 o 11 12 642 0 1 I
28. Teboueeo, unmanufactured, entered i § ) Moo 01t 0
to be locaily manufactured into |
Cigars—to be paid at the time of
removal to factory—
{(a) Unpstommed ., perih. |1 62 6|2 612 612 6{2 612 6:2 612 8|2 6|3 9is 2|3 2
removal to factory— . : and ojnand | after
2Lt 1 Decejmber,
F920—
2 > D
{#) Stemmed or parily stem. . Gz 6128
medorinstripsperlb. |1 613 03138 013 02 013 0|3 013 0|3 /2 0]/3 8i{3 giyg =
1 and onand {after
: . 21at | Decemiber,
i 19291
24, Cigars, including the weight of ) 5013 0580
bands and ribbods .. perle. [ 6 317 67 6|9 010 0|10 01 01 02 oy 0lig o418 ¢ {18 o
and [ 5% | .. - .. A R .
t i | g i .

EXCISE TARIFF RATES ON TOBACCO, CIGARS AND CIGARETTES

It}xcis‘se Ttei. ipoz, M08, 1914, 1818, 021, l’rgl):%ged
v Rates.
3. d. sod, s d 5. d. & d sod
6. Tobacco—
{a) Tebacco, hand-made strand oo operiboy 10 09 G 9 I 5 |
(8) Tobacco, manufuctured, n.ed. made in Australia;
both from imported and lecally-grown
leaf .. .. .. per ib. 1 a Y 10 i 8 2 4
{c) Tobaeco, fne cut suitabls for the manufacture of
cigarattes .. per 1b, 10 1 0 I o & 3 70
{This itern was introduced in 1918
7. Cigars—
{4} Hand-made .. .. ..o operib.l 1 6 0 3 10 2 0 2 8 0.5
(8} Machine-made .. . .. perlb. i 1 6 b 16 30 2 8 1 3
8, Cligarettes, including the weight of the outer portion of
each cigarebte-—
{4) Hand-made .. .. .. perib. ! 3 0O 2 8 4 3 6 3 T 0
() NEI .. .. . .ooperdh. | 3 0 30 4 6 6 6 T3
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Prorecrion v Oruer CouNtris
§6. The protection afforded tobacca 1n other countries is at present as follows :—

Exglae Daty.,

— Tmport Duty

Raw Leaf. | .
! i Pipa, .Uig.';rci'be‘ :

per b, per b per b,

3. d, s 4, g d.

United Kingdom 8 10¥ Nil Nil

Canada . hp 1 8 G 10 8 0

United Btates of America i 5% o 9 £ 0

# Bulieet to 25, Binpire prefersnce.

Revenve Oprvamnego Trom Topacoo.

97. Tobacco has always been one of the most mportant sources of revenue for the
Commonwealth, the total gross amount obtained from import duty and excise being shown in
the following table embracing the last five years ;-

TMPORT DUTY.

Ttems. 188425, 162520, 102027, 192728, 102828
£ £ £ £ £
Tabaceo, cut fine, for manufacturing cigarveties 4,414 4,768 4,270 3,394 2,890
Tobaceo, ent, other . 20,436 49,485 62,030 78,663 69,820
Tobacco, manufactured, n.e.l. 21,584 18,956 19,859 21,085 16,342 -
Tohaceo, unmanufactured 1,884 441 1,973,458 | 1,076,082 2,021,753 2,020,314
Cigars 73,187 73,068 73,085 73,841 67,999
Cigarettes 208 813 365,700 417 648 539,897 598,451
Snuff 1,206 . 04T 1,285 1,284 1,205
EXCISE DUTY,
e, 192426, 1925-26, 1026-27, 162738, 192820
£ £ £ £ £
Tobaceo, manufactured, n.ed. 1,448,406 1,617,560 1,631,320 1,528,635 1,578 473
Tobseco, hand-made .. .. 51,033 42,412 33,464 39,143 28,563
Tobacco, fine cut, suitable for cigarettes 9,622 7,570 8,480 8,530 6,338
{igars, machine-made 8,283 6,070 7,488 6,678 3,514
Cigars, hand-made .. 57,293 54,222 52,132 46,400 38,912
Cigarettes, machine-made .. 1,750,0_‘2-3 1,818,618 1,889,475 1,628,015 1,934,408
Siparettes, hand-made 5,117 9,945 fi,668 2,425 1,652
Snnfi 10 20 .. . ..

it will be seen from the foregoing statistics that Australian-grown leaf has not, nntil
recently, had a margin of profection against imported leaf suf{ﬁcie@ to encourage the manufacturers
to offer more than moderate prices. Tt s true that a profit of as wuch as £100 per acre is
regarded as satisfactory by the majority of growers, but ag offset there hz_we ¢ be placed seasonal
adlversities, heavy losses from blue mould and other pests, and the higb cost of skilled white
lsbour. Many growers clalm that they average only one profitable year in three, hence for the
visks encountered higher prices than those now being offered by the manufacturers for the
bright leaf, which generally yields less than half the dark leaf, are demanded.

New Tarper Poricy RECOMMENDED.

98, The majority of the Committee unbesitatingly recommend a radical alferation of
the tariff policy in regard to imported and local unmanufactured tobacco. There appears to be
no valid reason for continuing excise, ab least on tobacco far pipe smeking, antl this has
undoubtedly had the effect of maintaining the large importations from America. Tt was not
unti] the tariff alteration of 1929, when an extre shilling was added to the impert duty, that the
margin between the imported and loczl leal was sufficient to encourage the manufactirers to

T.918.~4
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pay more attention to the growing of tobacco in Australia. Since that alteration, the British-
Australian Tobaceo Company has increased its voluntary bonug to provide a further stimulus
to local growers to produce more of the higher classes of light leaf. The Committee believes
that, while 3s. per Ib. is a good margin, it 15 insufficient to lift the industry out of its rut of
stagnation.

If the excise duty on all manufactured tobscco were abolished, there would, of course,
be a tremendous loss of revenue to the Commonwealth. The Committee considers the industry
is able to carry the present revenue which it is providing, with possibly a little extra if Government
necessities require 16, Excise duty is a revenue-producing device, and not a protecive methcd.
If the local industry were established excise could be safely levied, because the smoking public
is large and constantly increasing, almest in direct ratio to the growbh of population.  There
is little likelihood of a very heavy decline in tobacco consumption, as shown by the ever-
increasing output of the manufacturers in all countries, particularly in Australia, notwithstanding
that—in Australia at all events—prices have been heavily increased to the public. Manufacturing
costs have increased also, but the profits of manufacturers show no sign of diminishing.

Difliculties arise in lfting the excise off Avstralian-grown tobacco, but the Committee
considers it has suggested a practicable method. The manufacturer has to use local tobacco
largely in blending ; and until he is able to procure all his requirements locally he will not be
able to meet a hea,vy demand for 100 per cenf. Australian. It would be difficult fo estimate
the exact amount of local leaf used for differential exvise purposes. The only way would be
to take each year's percentage in each factory ; and as this percentage varies according to the
seagonal conditions, or the number of growers, there would have to be 4 constantly varying rate
of excise duty in order to maintain a fixed amount of revenue. 1t would, however, be a mimple
matter to relieve from excise manufactures wholly Australian.

If the excise duty of 2=. 4d. per Ib. on pipe tobacco were lifted and transferred over to the
import duty, the protection would be increased from 3s. to 5s.4d. on the present basis
of importations. This would involve a loss of revemie on Australian-grown tohacco. The

Jomimittee finds that last year this revenue amounted to approximately £120.000; and as the
amount of local leaf used shows very little fluctuation vear alter yemr——thc atount varying
only by a few hundred thousand pounds weight—the figure for last year would be fairly relinble.

There is a very effective answer to the contention that if the excise were to be added to
the tmport duty, the public would be unfairly burdened. The locally-grown leal would have
to be placed on the market at & lower price than the imported ; consequently that section of
the public which declined %o pay the price for imported tobacco would have an opportunity of
purchasing the local article which skould he cheaper,

There is the aspect of future loss of revenue through decreased importations as local
production expands. This difficulty could be met by the re- impogition of excise duty upon
all manufactured tobacco n proportion to the loss on imporfations. The Committee does not
think the local production would be materially increased for at least twelve months, and perbaps
two years, during which time there would not be much reduction in importations. Year by
year, as the loss of revenue from the import duty increased, the excise duty could be
strengthened, so as to preserve a reasonable balance.

The Committee considers, however, that the local industry should be gnaranteed immunity
from excise duty for a definite period--say three years-—during which time the effect of the
protective policy could be gauged with some degree of accuracy. 1f the industry showed no
satilactory progress, the policy of taniff proteection counld be ve-adjusted.

The Committee is satisfied that until this policy of effective protection is adopted over
i reasonable period, many of the problems which have exercised the various interests controlling
the industry for the last thirty vears will never be definitely setfled.

ComraraTive Cogr or Locan awpd ImporreEn BrigaT LEAr,

99. The Australian leaf has received the benefit of the import duty to the extent that the
British-Australasian Tobacco Company has been enabled to pay up to 3s. per Ib. for bright Jeaf,
thus bringing the total cost of local tobaceo up to that of the imported. This is borne out by the
evidence of Mr. Bentley, showing that the total cost of one pound of American bright leaf
ready for manufacture is 63.45d., and the total cost of one pound of Australian bright leaf
ready for manufacture is 63.57d.  This reveals a difference at this gtage at which both tobaccos
are ready for manufacture of one-eighth of a penny per pound in favour of American leal,

The comparison made by the Company is'based on an average price of 36.93d. per lb.
being paid for Anstralian bright leal; but it must be pointed out ‘that in another statement
submitted by the Company the ]Jercen’raszeu of lemon and bright mahogany purchased by it for
the four years 1926 fo 1929, were as follows:—12.67, 16.71, 10.51, 19.92, and the average
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prices per pound were 28.3.95d., 25.7.74d., 25.7.47d. and 3s.0.93d. respectively. 1t will he
seen therefore that only a comparatively small percentage of Australian leaf is purchased as
femon and bright mahogany, and 1929 is the only year of the last four years that the
average price of 3s. per pound has been paid for this. It is desired by all parties that an
increased percentage of bright leaf should be produced in Australia, The Committee considers
that increaged tariff protection, which should enable the buyers to pay a higher price for
this bright leaf, will tend to bring about the desired result much meore rapidly than will
the present inadequate margin of protection.

Erreer oF Tarirr ProTECTION IN OTHER COUNTRIES.

100. A direct and phenomenal increase in production resulted in Rhodesia, Nyasaland,
Canada and Cyprus as a result of tariff protection. The Committee hopes that further tariff
protection in any of the forms recommended will bring about increased production of the
higher qualities of Australian leaf in the same definite degree as in the countries mentioned.

' Tn this connexion the following extract from the Ninth Report of the Iimperial Eeonomic
Committee on Tobacco, Is of interest as indicative of what hag been accomplished by means of
protection -

A preference on Bmpire tobaceo was accorded in Bepternber, 1919, by the grant of a sebate on one-sixth of the
full rate of import duty. )

In 1925, the rebate was inereased by 80 per cent. to one-quarter of the full rate, or to 2s. §d.a ib., and by the
Tinance Act of the following year the preference was stabilized at this figure for ten years from Ist July, 1926. This
preference represents more thm} the value of the leaf itself in vecent yeavs, In Cenada, where the local market for
laf has expanded slowly, and the import of the leaf from America has increased, the growth in production is the result
of the grani of preference. In some of the newer eountries on the other land, notably Bhodesia and Nyasaland, it
iz obvious that the effect of preference on production has been direct and phecomenal. The foflowing table shows
the imereass In production, subsequent to the introduction of preference in those countrics of the Trpire in which
there has been special development :—

Production fn i;houslunds of Toa.
— from crop sown lo— Incredse in Crop of 1836 ae
thouzands of 1ba. | comprred with
- that of 1918,
1818, 1920,
Southern Rhodesia . .. 620 19,375 18,555 30 times
Northern Rhodesia .. .. 448 o247t 1,626 i,
Nyasaland .. .. o 2,604 16,978 8,384 41,
Canada . .. .. 14,232 28,824 14,651 Twics

In Cyprus production has multiplied twenty-three times in the last six years, from 157,000 Ihs. in 1921 to
3,584,000 1bs. (estimated) in 1927,

AvpernaTive Tarigr RECOMMENDATIONS.

101. The Committee makes the following alternative recommendations regarding further
tariff protection for the Australian tebacco-growing mdustry —

No. 1—Abolition of the excise duly now existing, viz., 2s. 4d. per Ib. on tobacco
manufactured from imported and domestic leaf used other than in cigareties
and cigars; leaving the excize duty of Te. 3d. per Ib. on machine-
made and 7s. on hand-made cigarettes ag at present, No excise duty to be
imposed for the present wpon machine-made and Land-made cigarettes {rom
leal produced in Australia, including Turkish or other leaf grown in Australia
for blending purposes ; the loss of excise revenue to be made good by extra
imaport duty upon unmanufactured and manufactured tobacco.

No. 2—Jixcise daty on cigarettes, cigars and other manufactured tobaccos to be left
as at present, and nnport duty on unmanufactured and manufactured tobaeco
to be mcreased so that no loss of revenue will be involved.

No. 3—Abglition of the excise duty on tobacco, cigars and cigarettes manufactured
in Austrafia ; the loss of excise revenue to be made good by a proper
adjustment of import duties on all tobaccos, manufactured and wumanufactured.

Errrcrs or PrOPOSALS.

162. The effect of the first proposal would be to maintain the existing excise duty, yielding
over £2,000,000 a year in revenue, on cigarettes whieh are manufactured from imported leaf.
The impost plus the importj;n unmanufactured leaf of 3s. per 1b. now totals 108, 3d. per 1b, Ti
no exeise were collected on eigarettes manufactured from sll-Australian tcbacco, there wounld
be a big inducement to manufacturers to experiment with local leaf for cigarettes. Up ta the
present there has been no move in this direction, consequently there has been no special
inducement offered growers to produce types of leai especially suitable for cigarette smoking,

“¥
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With such a margin of protection, manufacturers could offer very attractive prices to growers
-+for light lemon-coloured leaf of the kind considered to be necessary fot cigarettes. There would
he the difficulty- that manufacturers would ot be able to blend with imported leaf; but as
Turkish fobacco is being grown in the Ovens district of Victoria—and is being used for b]endmg
=3t is probable that a cigarette 100 per cent. Australian with suitable blending could be
“manufactured.  This part of the tobacco trade iz now the most important, and the market
appears to be rapidly expanding, due to the great inerease in smoking by women. The local
manufacturer, therefore, would probably make a strong effort to avail himgelf of the protection
afforded him under this pamtlouiar proposal. *

The abolition of the excise duby of 2s. 4d. per Ib. on manufactured tobacco, including

Tocal Teaf, would result in a loss of revenue estimated at about £1,600,000. It would be necessary

to'make up this logs by additional import duty. The Committee does ot consider there are

aity difficulties in this direction. The result would be to exempt Australian-grown tobacco

from. excise, thus inereasing the measure of protection by much moré than the present 3s. which,

as already shown, i# not considered to be adequate on the figures relating to preparation for

manufacture supplied by the British-Australasian Tobacco Company, and on the average prices

~paid by the buyers for the higher qualities of leaf in the last few years. There is little doubt
that this alteration in the tariff would eliminate any complaint of the growers in regard to the

protection afforded them against foreign competitiow.

The efféct of the second proposal would be to further increase the margin of protection
without any reduction of excise. 1t would also result in additional revenue to the Commonwealth
Government.  One efiect, however, would almost certainly be to increase the cost of imported
tobaecos to the public. It this method were adopted, the increase would kave to be substantial
to gatisfy the growers.

The effect of the thivd proposal would be to give a very wide margin of protection o
Australian leaf used both in cigarette and pipe tobaceoes, while at the same time safeguarding
the revenue, notwithstanding the abolition of the excise duty on all manufactured tobaccoes,
cigarettes and cigars. In view of the fact that the excise duty of 7s. 3d. and 7s. per lb. on
cigarettes and 2s. 4d. on other manufactured tobaccos would not have to be paid, there woull
not be any extra burden apon the consumers, unless the duty were fixed at a figure much above
the present combined excise and import duties. One advantage of this method would be that
manufacturers conld use as much or as lLittle Australian-grown leaf in their manuofactured
commodities, particularly cigarettes, as they desired.

The Committee considers that either of the last two proposals could be carried out in &
simple and efféctive manner ; but is satisfied that the first or third proposal would provide a
greater measure of effective protection for Australian growers.

The Committee recommends that ove of the three proposals above-outlined should
be immediately adopted by the Commonwealth Government: the Committee itself having
preference for the third proposal.

CONCLUSION.,

103. The enactment of the recommendations in this report will, the Committee feels
confident, not cnly provide considerable additional increased revenue for the Government, but
will establish tobacco-grewing en a firm basls making it an industry which in thwe will
add considerably to land settlement and provide a greater and more prosperous industry to the
Commonwealth. In the United States of America, “there are 460,000 tobaceo-growers, In this
country there should be at least 10,000 white growers, the majority of whom should be capable

of producing an ever-increasing proportmn of high grade bright leaf entirely suitable to the
manufacturers and wholly acceptable to the smokers of Australia. !

104, The Committee plades én record its appreciation of the work done during the inguiry

g the Clerk of Comumittees, Mr. 8. F. Chubb, who displayed the utmost zeal and capability as

its official secretary, and whao organized the Slthngs and the presentation of evidence in a highly
efficient manner.

SUMMARY OF RECOMMENDATIONS,
105. The following is a summary of the Heleet Committee’s principal recommendations i—

No. 1.-—That no bounty be paid by the Federal Government on Australian-grown
leaf ; '

No. 2. That further protection be imposed by an alteration of the import and excise
duties by the adoption of one of the three alternative proposals submitted
by the Committee ; preferably by the abolition of the excise on leaf used in
menufacture in Auste alia, and the addition of an amount equivalent to the

excise so abolished to the impert duty on all classes of tobacco entering
Australia.
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3.—That the Federal investigation work. hitherto ecarried out with financjal
assistance from the British-Auvstralasian Tobacco Company Pty. Ltd.,
should be carried on by a Federal Tobaceo Department, presided over by
a Federal Director, who should be responsible only to a Minister, and
who shonld be in charge of ail research and experimental work, and all matters
relating to the welfare of the tobacco growers. The British-Australasian
Tobacco Co. Pty. Ltd., and any other manufacturing interests should be given

every opportunity to make special monetary contributions to the funds used

by the Department in research and experimental work,

. 4.—That to assist the Director and give the growers & veice in the control of the

ndustry, an Advisory Council be formed, consisting of two growery
representatives from each bobacco-producing State, the Directors of Agriculture
in each tobacco-producing State to be ex officio members ; the Federal Director
to be Chairman of the Council, which should hold meetings at Canberra at least
twice every year; the Coumeil to report in writing to the Minister after each
meeting.

. 5.~That the present Director, Me. C. M. Slagg, shoudd be appointed as Federal

Director on a permanent basis, subject to salary and cther conditions to be
fixed by the Minister.

6. That the head-quarters of the Federal Tobacy o W %‘ablislled
at Canberra. 7 Ll Srhore

V. C ’].‘H("}MPSG/N,

{Chajrman.

House of Representatives,
{lanberra, 30th June, 1930,
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