canadian agriculture
in the seventies

REPORT OF THE
FEDERAL TASK FORCE ON AGRICULTURE

OTTAWA, DECEMBER 1969

=




s .

© Crown Copyrights reserved
Available by mail from the Queen's Printer, Ottawa,
and at the following Canadian Government bookshops:

HALIFAX
1735 Barrington Street

MONTREAL ]
ZAterna-Vie Building, 1182 st. Catherine Strect West

OTTAWA
Daly Building, Corner Mackenzie and Rideau

TORONTO
221 Yonge Street

WINNIPEG
Mall Center Building, 499 Portage Avenue

VANCOUVER
657 Granville Street

or through your bookseller
Price: $7.00 Catalogue No. A21-15/1969
Price subject 10 change without notice

Queen's Printer for Canada
Ottawa, 1970




‘rfi‘

CANADIAN AGRICULTURE IN THE SEVENTIES
Report of the Federal Task Force on Agriculture

Erratum

and 16: Delete ‘‘United States’’. At the end of that

Page 52, lines 15
ow section heading entitled The United States.

paragraph insert an




31 December 1969.

The Honourable H. A. Olson,
Minister of Agriculture,
Ottawa, Ontario.

DEAR SIR: ‘ S ok

We are pleased to transmitl to yéu“the report of the Federal Task Force
on Agrjculture entitled “Canadian Agriculture In The Seventies”. .. '

Our terms of reference were to analyse the problems of the Canadian
agricultural ‘industry and to make fecommendations to government with
respect to public policy. The most important objective was to outline pohcy
measures which would lead to developing a viable industry over the’ coming
decade. We have attempted to accomplish this task.

The entlre Task Force has found the relationship with you and mcmbers
of your department to be harmomous and productive.

Yours sincerely,

DLl g 52

D. R. Campbell . P. Comtois
E ‘ J. C. Gilson
D. L. MacFarlane D. H. Thain




FEDERAL TASK FORCE ON, AGRICULTURE

Professor D. R. Campbell

Mr. P. Comtois, C.A.

Professor J. C. Gilson .

Professor David L. MacFarlane

Professor Donald H. Thain

SN

AR N,

Mr. Douglas Woodward

Mr. A. Vaillancourt

~,

Y

LR

MEMBERS

University of Toronto,
Toronto, Ontario.

‘Partner, Bélanger, Sirois, Saint .facques,

Comtois and Company, Chartered

. Accountants, Sherbrooke, Quebec.

Dean of Graduate Studies and Chairman

 of Department of Agricultural Economics,
University of Manitoba, Winnipeg.

Head, Department of Agricultural
Economics, Macdonald College of McGill
University, Ste. Anne de Bellevue, Quebec.

School of Business,

University of Western Ontario,
London, Ontario.

Co-Ordinator and Executive Officer

Secretary




PREFACE

In commissioning the Federal Task Force on Agriculture the Minister of
Agriculture attempted to give a positive directional impetus to the seeking of
solutions to the many and diverse problems which beset the industry in the
nineteen sixties and to provide policy guidelines for the nineteen seventies.

After over two years of study and many meetings with persons and groups
concerned with the agricultural industry (see Appendix D and E), examina-
tion of the results of a research program and submissions (see Appendix F),
the Task Force report has been prepared for consideration by government
and the industry. This report is not intended to be the last work in analysis
and recommendations for solution of agriculture’s problems in Canada. The
problems are dynamic, as are the facts and opinions contributing to the
analysis. Thus, the work of this Task Force is submitted, in this report, as a
contribution to the process of ameliorating the position of the agriculture
sector within the Canadian and world economies.

The business of food production and utilization for non-food purposes of
land-based agricultural products probably ranks as the largest and almost
certainly the oldest in the world. In such an industry, technological change is
inevitable; however, acceptance of change in methods of production, process-
ing and distribution as well as the rapidly changing economic structure is
difficult. Such acceptance is more difficult for persons of limited technological
training and financial backing. It is the responsibility of all participants in an
industry to seek accommodation of the changes but particularly the responsi-
bility of government to fill in those gaps created by evolution.

There are great disparities in acceptance and utilization of the benefits of
modern technology. To formulate and apply policies to satisfy all levels of
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need in all sub-sectors of the Canadian agricultural industry is difficult and
perplexing. Selected policies to attack the more contentious problems often
divert from the principle of equal treatment of agriculture and the other
sectors of the economy. Criticism is rife in the agricultural sphere as is
gratuitous advice and contrary opinions. The Task Force, while starting with
many differences has happily been successful in reaching a concensus and has
produced a meaningful report as a result.

Canadian agriculture is a large, complex industry which includes far more
components than just the farmer. In the course of an examination, such as
the Task Force has given this industry, many inconsistencies and irrational
facts come to light. As these obstacles show up one craves for more time to
research and analyze each new factor fully. What soon becomes obvious is
that the evolution is so rapid that at some point one must stop, take a stand
and report.

Because of the urgency of the work the Task Force was obliged to
commission consultants rapidly after inauguration to provide a researched
background for the greater task of sifting through the pros and cons, cul-
minating in recommendations to government. It was found that there was a
dearth of good researchers available in some of the fields to be investigated
by the Task Force. A constant complaint, by those who did undertake the
work, was a severe shortage of data. The Task Force noted that few
researchers associated with agriculture were willing to venture very far from
the status quo and make recommendations for startling changes in the
industry.

The Task Force has itself published only three of the research reports
produced for it but feels that all the work done by consultants should be
made available to those interested. Accordingly the rescarch reports produced
under the Task Force program are deposited in the library of the Canada
Department of Agriculture from which they can be borrowed by interested
parties. -
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chapter one

CANADIAN AGRICULTURE IN PERSPECTIVE

INTRODUCTION!

In April, 1967, confronted with the many critical and complex problems of
agriculture, the Cabinct decided to appoint a Task Force to assess the
industry and recommend policies and programs for improvement. The Task
Force was named in September 1967 and began work in the fall of 1967.
This report, summarizing our findings and recommendations, is based mainly
on 27 months of wide-ranging investigation and study by the Task Force, 25
rescarch studies by Canadian university teacher-rescarchers and professional
consulting firms, many mectings with farming and agribusiness representatives
and government officials across the country, and the feedback from the forum
provided by the Canadian Agriculture Congress, March 1969.

Although this Report is a summary of our findings, analysis, conclusions
and rccommendations, it is detailed and wide-ranging in scope. The purpose
of this chapter is to present an overview of agriculture and to introduce the
conceptual framework and point of view underlying our study and
rccommendations.

In this chapter we shall bricfly describe the Canadian agricultural system
and its cnvironment, the major forces that will shape agriculture over the next
decade, the performance and major problems, the main characteristics of the
model toward which Canadian agriculture should be cvolving and the key
policics and programs nceded to assist the transition of Canadian agriculture

1In this Report the word agriculture includes farmers and agribusiness. Agribusiness is
used in the narrower context to include farm supply firms and those engaged in all phases
of marketing.
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from what it is to what it should be in the short, medium and long term
future, ,

The Canadian Agriculture System

Although the primary focus of the Task Force was on the problems of
farming, it is obvious that farming cannot exist in isolation but is an integral
sub-unit of the total agricultural system which includes the following mutually
dependent parts:

manufacturers, distributors, and sellers of farm and agribusiness input
products and services; farms, farmers, and farm labour; farm product
marketing boards and sales agencies; farm product transporters, handlers
and storage agents; food processors, food product distributors, wholesalers,
and retailers; other food outlets such as institutions, hotels, restaurants;
consumers; governments; research and educational institutions and the
many organizations representing farmers, agribusiness, researchers and
others involved in agriculture,

The function of this system which weaves in and out of the entire economy
is to process, manage, regulate and study the flow of resources from farm

legitimate ownership, employment and participation stakes. Because some are
linked in buyer-seller relationships there is a basic conflict of interest in their
relationships. But while many must compete with each other it js important
that they Co-operate because they are mutually dependent.

To convey a more accurate idea of the size and scope of the Canadian
agricultural industry let us review briefly the key indicators of its dimensions;

Production Sector: includes an occupied farm land area of 174 miliion
acres; a farm population of around 2 million; approximately 400,000
farms, 500,000 farm workers. In 1968 farmers paid about $185 million in
taxes on land and buildings.

Supply Sector: in 1968 farmers spent around $425 million on farm machi-
nery, $212 million on fertilizers, $54 million on pesticides, $568 million on
feed and $245 million on new construction. Many other millions of dollars
were spent on electricity, telephones, gasoline, banking services etc.

salaries and wages to 146,000 employees in 1966, This does not include
wineries, breweries, distilleries, tobacco manufacturers nor the retailers and
traders in processed products.

4 CANADIAN AGRICULTURE IN THE SEVENTIES




 Food Consumers: in 1968 about 21 million Canadian consumers spent
$8,500 million on food and another $2,500 million on tobacco and
alcoholic beverages. '

Government: the Canada Department of Agriculture employs more than
12,000 persons, full-time; operates more than 200 separate establishments;
provincial departments of agriculture employ in excess of 30,000 persons
with a combined budget in excess of $200 million.

The figures speak for themselves in indicating that it is almost impossible
to over-emphasize the economic and social importance of agriculture to all
Canadians.

The Environment of The Canadian Agriculture System

The Canadian agricultural industry exists in, trades with, and is highly
dependent on the environments with which it must interact.

The immediate domestic environment is the Canadian political-economic-
social technological system. Because of the fundamental differences among its
five regional components—The Maritimes, Quebec, Ontario, Prairies, and
British Columbia—there are substantial divergencies in the performance and
prospects for farming and agribusiness in each of these areas. As a result,
Canadian agriculture confronts the planner with such a variety of unique
regional problems and opportunities that the formation and implementation
of national policies and programs that apply equally well in all regions is
difficult, if not impossible. -

Its more distant but vitally important, international environment is the
complex of foreign nations, who are our most important customers and/or
suppliers and/or competitors. Because of its heavy reliance on export trade,
foreign developments—ranging from weather, crop planning, research and
technology, food consumption, national economic planning, and political
relationships—almost anywhere in the world can have drastic short, medium
and long-term effects on the markets, competition, prices, and profits of the
Canadian agricultural industry.

Key Forces Affecting the Canadian Agricultural System

The supply-demand-competitive situation in Canadian agriculture results
from the inter-play of many continuously changing internal and external
forces. Whether the change is relatively gradual (e.g. the declining per capita
consumption of milk) or drastic (e.g. the world cereal grain revolution), it is
the engine that generates a never-cnding stream of new problems and oppor-
tunities confronting policy planners and decision-makers throughout the
system. Since the universal key to effective planning and management is to
monitor change, to anticipate problems and opportunites and to formulate,
implement and audit programs to solve the problems and capitalize on the
opportunitics, let us review briefly the major forces that have made Canadian
agriculture what it is and will shape and determine its future.

CANADIAN AGRICULTURE IN PERSPECTIVE 5
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1. The primary world wide force causing change in agriculture is techno-
logical development. Science in the form of a never-ending cornucopia of
research and development innovations, has increased and will continue to
increase dramatically the production per man hour and unit of land. ‘This
trend promises not only to continue indefinitely but also to accelerate.

2. Commodity surpluses, overproduction and excess capacity constitute the
second major force hanging over the market and depressing prices especially
in major commodities such as grains and dairy products.

3. Agricultural development and economic planning in less developed
countries is being pushed to achieve high and rising levels of self-sufficiency.
Thus many previous export markets may be dwindling. India, Pakistan, the
Philippines and Mexico, for example, may be approaching self-sufficiency in
grain production and have their own export and surplus problems perhaps on
the horizon. ' .

4. Political intervention in the form of subsidies, tariffs and trade agree-
ments prevent the free market interplay of supply, demand and competitive
advantage in many markets.

5. Slow growth in food demand cannot be expanded to absorb surpluses.
Overall consumption of food products is growing too slowly to bring about
any significant improvement in the supply-demand balance in the foreseeable
future.

In addition to these world-wide forces, Canadian agriculture is experienc-
ing other heavy pressures arising from specific domestic problems.

1. The political power of farmers is declining. Farm population, which was
31.7 per cent of total population in 1939 declined to 27.4 per cent in 1941,
20.8 per cent in 1951, 11.7 per cent in 1961 and 9.8 per cent in 1966. By
1980 farm population will have declined still further.

2. Canada is experiencing problems such as poverty, urban social disinte-
gration, housing, regional disparities and pollution which affect larger num-
bers of citizens and will require increasing attention and allocation of
resources.

3. All levels of Canadian governments—federal, provincial and munici-
pal—are experiencing severe shortages of funds which promise to worsen
substantially in the future. This means that the allocation of substantial public
funds to agricultural subsidies will have to compete with expenditures on
other public needs such as poverty , health, education, and training.

4. The substantive and emotional aspects of the wheat problem—surplus
production, excess carry-over stocks, diminishing cxports and falling prices
and incomes—are escalating to crisis level.

5. Because the wheat supply-demand balance cannot be improved and
brought under control without a very substantial reduction in wheat acreage,
the wheat problem may spill over in 1970 into feed grains and oil seeds and
later to livestock.

6 CANADIAN AGRICULTURE IN THE SEVENTIES
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-6. Families operating one-third of Canadian farms are classified as below
the poverty line. Lacking the opportunity, ability, training and resources to
become viable farmers, they constitute a substantial brake on progress.

7. Both government and private sectors of agriculture are marked by the

negative forces of disorganization, poor management, jurisdictional disputes
and individualism. :

No industry can be subject to these kinds of internal and external forces
without experiencing chronic price deterioration, chaotic market conditions
and widespread economic, social and political strains.

Fortunately many of these negative forces are counteracted by important
positive forces such as the experience, know-how and substantial motivation
of the many farmers, employees and managers in agriculture, a high and
rising level of technological development, a strong and growing resource base,
a generally good reputation for quality and strong market demand for many
products. Nevertheless the negative forces are strong and persistent.

Problems of Canadian Agriculture

A problem exists when people think it exists. Performance of Canadian
agriculture is rated as poor by many farmers, consumers, rural poor, agribusi-
ness managers, farm input suppliers, the press and some economic and social
planners, when compared to the rating values of each. Much interviewing of
many different stakeholders in agriculture across the country, by the Task
Force members, has indicated that few were satisfied with the performance of
the industry. Problems do indeed exist.

The symptomatic problems, all of which will be examined in detail in the
following chapters, include the following: low incomes, over-production,
prevalence of small, non-viable farms, increasing regional disparities, low and
unstable prices, cost-price squeeze, slow market growth, diminishing export
markets, commodity problem e.g. wheat and dairy, declining farm share of
national income, paternalism and ineffectiveness of government policies and
programs and a host of others.

Penetrating analysis of these symptomatic problems indicates most are
caused by the major root problems which are lack of effective formulation and
implementation of policies and programs and its twin lack of an adequate
organization structure to serve as a vehicle for integrated, co-opera-
tive action to improve the performance of agriculture. Unfortunately,
the capacity of the conventional wisdom and the established institutions and
many of their top officials to deal adequately with the relevant problems is in
doubt. Without a drastic improvement in management and organization the
future points to a never-ending stream of new problems such as the following;

—The wheat glut may be replaced by unwanted, market disturbing, surplusecs
in feed grains, oil seeds and livestock.

—Internal bickering and jurisdictional disputes in the many competing farm
organizations may prevent co-operative planning and action and further
fragment the industry.
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—Governments may reduce the amount ‘of initiative forthcoming from farm
leaders and agribusiness organizations if they were to become increasingly
paternalistic. ' :

—Taxpayers may revolt against the substantial drain on the Treasury for
agricultural supports.

—Federal-provincial and inter-regional disputes among government and
commodity marketing board organizations may nullify attempts to
rationalize commodity production and marketing.

—The loss of competitive position in world markets may make imports so
attractive that consumer pressures build up to buy cheaper foreign
products.

These are but a few of the potential problem areas where future trouble
may erupt on short notice unless we implement plans to enlist the highest
levels of management and responsible leadership and provide a rational
organizational structure from which such men can begin the long, arduous
task of improving agricultural performance.

Canadian Agriculture—1990 Model

The purpose of effective government action must be to assist the transition
from what agriculture is today to what it should be in 1980, which is of
course, only a mile post on the journey to 1990 and beyond. Therefore,
before we can decide what the main recommendations in a program for
transition should be we must consider the model toward which we are aiming.

Many of the major characteristics of the 1990 model of the Canadian
agricultural system can be predicted on the basis of forces now visible. Some
of the most obvious trends are as follows:

—decreasing numbers of farms, farmers, farm labour force and farm
population

—fewer family farms

—increasing farm size

—tougher domestic and international competition

—increasing technological change

—stronger marketing boards, increasingly national in scope

—less independence for individuals

—increasing planning and contractual arrangements resulting in 'backward,
forward, horizontal integration

—increase in computer centered data processing systems and management
assistance plans

—better forecasting of markets and prices )

—constant improvement in quality of management throughout agriculture

—greater reliance on, and use of, planning

—rising incomes

—improved rescarch training education and management development for
farming and agribusiness

—fewer government subsidies and support programs

8 CANADIAN AGRICULTURE IN THE SEVENTIES




While there are many other trends that will affect the agricultural system,
these alone will cause fundamental change. ,

What kind of agriculture will we probably have in 1990 if these trends
continue? Some of the highlights of the Task Force’s 1990 model of agricul-

ture are as follows:

1. There will be a substantial reduction in number of commercial farms.
Some will be family farms but all will be rationally managed, profit
oriented businesses. Farm mergers and consolidation will result in
much larger units, not primarily for increased production efficiency
but to structure units that are large enough to afford better
management.

2. Farm organizations, marketing boards, co-operatives and similar
organizations will be much larger, more professionally managed and

- users of much more sophisticated management, data processing,
research and planning techniques. :

3. Because of a drastic reduction in farm population, (probably to about
"3 per cent to 4 per cent of population), the balance of power among
farmers, consumers, and taxpayers, will change substantially. The
government will become less involved in agriculture. Farm subsidies
will be cut and the entire private sector of the agricultural system will

be required to accept a much greater degree of independence.

4. Management, survival and cost-price realities will force a more effec-
tive rationalization of the relationships of production and sales; sales,
costs and profits; and return on investment in agriculture from the
smallest farm to the largest corporation.

5. As governments encourage agriculture to rationalize its management
processes and organizational structure, a clear-cut separation of wel-
fare and commercial farm policy programs will emerge. Some form of
guaranteed annual income will be taken for granted.

6. As the necessity for planning increases, the drive for security will be
manifest in increasing formal and informal integration.

7. As the size of units increases, financial requirements multiply and
operating problems increase in complexity, ease of entry into com-
mercial farming will be drastically cut allowing much greater rational-
ization of supply-demand relationships.

8. As a high and rising proportion of farm workers become employees
working for salaries and wages, farm employee unions may emerge
and become a factor in the bargaining process.

In skctching out this kind of a model for agriculture circa 1990, we are of
course rejecting the “public utility” or socialized concept of agriculture.
Members of the Task Force sincerely hope that option is avoided.

CANADIAN AGRICULTURE IN PERSPECTIVE 9
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Key Recommendations

The obvious keynote that permeates all our recommendations is that the
government should intelligently assist an orderly and planned transition that
will encourage agricultural adjustment to achieve the largest possible gains at
the lowest possible tangible and intangible costs. Another theme running
through all our recommendations is that governments should reduce their
direct involvement in agriculture thereby encouraging farmers, farm organiza-
tions and agribusiness to improve their management and leadership functions
and stand more self-sufficiently on their own. We assume that agriculture
should be operated much as any other industry. If this is not feasible, the
agricultural industry invites a degree of government paternalism that agricul-
ture may not want. It is important to note that this in no way implies a
reversion to anything approaching a simplistic laissez faire system. The
system we propose in this Report includes institutions such as national
marketing boards, stabilization programs etc. and is compatible with a con-
temporary complex industrial society.

. The main principles of our recommendations, spelled out in detail in later
chapters, are as follows:

1. The surpluses must be controlled and reduced to manageable propor-
tions by reducing production drastically, if necessary. Where alterna-
tives exist, production resources must be shifted to more promising
market opportunities. Where such alternatives cannot be found, land
and other resources must be retired.

2. Governments should provide temporary, limited programs of assist-
ance for the crop switching and land retircment, necessary to cut
surplus production. At the same time this Report emphasizes pro-
grams to expand demand, particularly on the international scene.

3. Agricultural subsidies and price supports that are not effective and
efficient in achicving worthwhile high priority objectives should be
phased out.

4. Younger non-viable farmers should be moved out of farming through
temporary programs of welfare, education and provision of jobs in
other sectors of the cconomy. Older farmers should be given assist-
ance to ensure that they have at least a “livable” standard of living.

5. Improvement of management must be encouraged by providing sced
moncy for management training, provision of information processing
systems, market and price forecasts and other management tools.

6. The organizational structurc of agriculture both in the government
and private sectors should be rationalized. Management by objectives,
program planning and budgeting, cost-benefit analysis and other
modern management techniques should be adopted. Every public
policy should embrace these principles and procedures.
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Outline of the Report

Let us review briefly the outline of this Report. Chapter 2 presents a more
detailed review of the major problems, issues and pertinent background
information related to Canadian agriculture. Chapter 3 concludes the intro-
ductory section with an examination of the goals that should govern policies
and programs for the various component parts of the agricultural system.

Part Two presents an analysis of the situation in regard to the major
commodities—wheat, feed grains, and oil seeds; livestock and poultry; dairy;
fruits and vegetables; tobacco and sugarbeets. This section begins with a
review of the international trade problems related to these commodities and
concludes with our view of how these commodities will probably fit together
in a total materials balance for 1980 if our recommendations are followed
and the industry is reasonably successful in working out of its current
difficulties.

Part Three presents our size-up and analysis of the structure and functions
of the institutional and organizational framework of agriculture. The specific
topics addressed in this section are the roles of government, marketing
boards, farm organizations, agribusiness, credit, research and crop insurance.

Part Four examines the low income sector of agriculture, a subject that
must be separated from the problems of viable, commercial farming and dealt
with as a special topic on its own.

Part Five, for the convenience of the reader, draws together in one pack-
age a summary of all the conclusions and recommendations from the chapters
in the first four sections.

Part Six presents appendices relating to the establishment of the Task
Force; persons and organizations associated with the work; research program;
meetings held; and submissions received.
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chapter two

THE SETTING

INTRODUCTION

There can be no doubt that Canadian agriculture has more than its share of
difficulties and uncertainties. Throughout this Report the Task Force has
attempted to identify and analyze both widespread general problems such as
those of poverty and more specific problems such as the current wheat
surplus and to make recommendations concerning them. There are a number
of important themes and considerations which transcend specific matters such
as wheat surpluses and egg marketing boards; these themes are brought
together here in this broad introductory chapter appropriately called “The
Setting”.

Problems from Different Viewpoints

“I see, quoth he, the elephant is very like a tree.”

The main problems of Canadian agriculture, as most farmers see them, are
two in number—low farm incomes and uncertainty as to the future. There
are other problems of course, such as instability of prices and incomes, rising
cost of credit, inability to market wheat, difficulty of finding farm labour and
so on but these are secondary compared with low incomes and uncertainty.

That incomes arc low relative to non-farm incomes is beyond question.
The fact that the proportion of national income going to agriculture is about
one-half of the proportion of farm labour within the total labour force (eight
and four per cent respectively in 1967) may be challenged on the grounds
that the prices attributed to farm perquisites are too low, that farmers
experience tax free capital gains, that costs of living are different, that there
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are important psychic advantages in farming and so forth. What cannot be
misinterpreted, however, is the fact that the farm labour force declined by 55
per cent between 1946 and 1967. After all of the psychic and non-monetary
benefits had been assessed by farm and non-farm people, the departure of so
many farm people from agriculture indicates the disparity of income in all
forms.

Uncertainty is a factor which troubles more and more farmers. What are
the prospects for exports in competition with subsidized production else-
where? What is likely to happen to land values? Is it better to borrow
extensively at high interest rates or settle for a safer and perhaps declining
income? Is it wise to expand and become more dependent upon hired labour
which may not be available tomorrow morning? These are not new questions
but their size and urgency are much greater than ever before.

The main problems of Canadian agriculture, as seen by agribusinessmen
turn around the subject of markets. Good farm incomes mean better markets
for machinery, fertilizer and other inputs. When there are good markets for
farm products there is more business for milk processors, meat packers,
elevator operators and retailers. There are worrisome problems too, of pro-
ducer marketing board regulations, of subsidized competition, of accusations
of inefficiency or monopoly. Basically, though, the welfare of agribusiness is
inextricably tied with that of the farmers.

The problems of agriculture, as governments sce them, arise largely out of
the basic low farm income problem. To governments, the cost to the Treas-
ury of price supports and other programs become part of the “farm prob-
lem”. With inflationary pressures always present, cabinct ministers divide on
the question of food prices—Agricultural Ministers wanting them higher to
meet the farm income problem and Consumer Affairs Ministers wanting them
lower to meet the inflationary cost-of-living problem. Then, too, governments
find that the social problems arising out of low farm incomes necessitate
Manpower, ARDA and urban housing and adjustment programs. Finally,
governments find agriculture to be a special subject in international negotia-
tions and to be an important but sometimes widcly fluctuating carner of vital
foreign exchange.

The main problems of agriculture as the Task Force sees them also revolve
around the fact of low farm incomes. Low incomcs arc a problem in them-
selves but they are also symptoms of even deeper problems in the allacation
of resources between agriculture and other scctors, in labour mobility and
thus in cducation and alternative employment, in the international competi-
tiveness of Canadian products especially in the light of heavy subsidization and
protection in competing countrics, and finally in the adcquacy of government
agricultural programs. It is with these problems that most of this Report is
concerned. ~

Supply. and Demand—Surpluses and Instability

Farm incomes are lower than non-farm incomes in almost cvery country.
(Almost the only exception is the United Kingdom, where a small farm
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population, large food deficits, balance of payments problems and massive
government payments combine to make farm incomes equivalent to the
national average.) That incomes are low and unstable in almost all countries
is no accident, nor is it the result of conspiracies on a grand scale by forces in
other sectors of the economy or in government. The underlying supply and
demand conditions in farming are such as to result in low farm incomes, in
unstable incomes, prices and output and in a fairly large number of redund-
ant farmers.!

The Supply side has four particularly signiﬁcant'factors:

1. Large number of producers.—There is a sound economic reason for
there being a large number of producers. Even if all farms were of
such a size to be able to produce at the lowest possible cost per unit,
the average farmer’s output would be so small relative to total output
that he could not, by himself, affect prices in any way.?

2. Rapid improvements in production technology and management.—
The Fifth Annual Report of the Economic Council of Canada called
further attention to the rapid rate of technological and management
change in agriculture since 1946, which has resulted in a much faster
growth in output per worker in farming than. in the economy as a
whole. Two results follow: .

(a) even if farm prices remain constant, output increases with
improved technology and L

(b) some producers are less able to employ the new technology
than others and shall fall behind. competitively and in
incomes. )

3. Decreases in farm prices cause only small declines in output.—In
farming, the less flexible costs® arc a high’ proportion of total costs
and therefore prices would have to fall drastically before output
would be much reduced. This statement holds for agriculture as a
whole and in no way rules out the tendency to shift resources from
the production of onc product to another in response to changes in
their relative prices. This shift from onc commodity to another
becomes less with increased specialization.

Instability of output.—Output varics scasonally and among years

because of weather and other conditions of nature. Crop failures bear
quite uncqually upon individuals cven when total output is stable.

o

The Demand side has five important factors:

1. Per capita expenditures by Canadian consumers for specific farm
products tend to fall when domestic output is increased. For example,

. *Educational levels of attainment arc generally low among farmers and farm workers
This docs not help their relative position in agriculture.
* A disadvantage farmers try to overcome through co-operative and marketing boards.

*Fixed costs include a good deal or all, of the operator's and family labour as well as
other overheads. ’ L .
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if the number of hogs coming to the Canadian market increased by

ten per cent, Canadian consumers would purchase all of this output

’ only if prices fell by more than ten per cent.

‘ 2. On export markets the volume of and revenue from Canadian sales

}I abroad can be increased considerably by a small reduction in price.

i This applies to most farm products but probably not to wheat. If

' Canadian exports are a small part of world trade, as is the case for

i all farm exports except wheat, a reduction in the price of Canadian
exports is unlikely to cause similar price cutting by other exporters or
by producers in the importing country.

3. As incomes rise, Canadian expenditures on food increase only very
slightly however domestic demand for food increases proportionately
with growth of population. More expensive products and more highly
processed foods tend to replace less expensive and less processed.

4. Export markets are subject to protection or to the competition of

export subsidies. Because 25 to 30 per cent of Canadian farm products

) are exported, such competition is crucial; because agricultural exports

. are a much bigger proportion of national income in Canada than in
; the United States, export subsidics would be proportionately much

g more costly to Canada.
i
{

5. Except where marketing boards use the authority delegated to them
to operate two-price systems, the price at which the last five (or even
one) per cent can be sold determines the price of the entire quantity.

Consequences of Supply and Demand Conditions

1. For some products the Icvel of output is greater than that which would
maximize gross and net revenues. Each producer assumes that his level of
output will not affect price; the sum of these individual decisions is an output
larger than that which would maximize gross returns to the producers of the
commodity. This is a major rcason for demands by producers for supply
management.

2. Average nct farm incomes arc low relative to average incomes of most
other occupations. While attempts to mcasurc and comparc incomes arc
difficult because of problems of pricing, income in kind, personal satisfaction,
security, growth of asset values, off-farm carnings and so forth, onc point is
clear and that is that the farm labour force has declined by 55 per cent since
1946. This fact indicates the relative unattractiveness of farming especially
since there arc no legal barricrs to entry into the industry.

3. Per capita farm incomes arc Jow becausc market offerings increasc more
rapidly than docs domestic demand and much of our exports must be sold in
protected forcign markets or against subsidized cxports, or in competition
with highly efficicnt low-cost producers (eg. New Zealand milk producers
and American corn producers). With lower prices and incomes more farmers
should leave agriculturc but often they have poor alternatives, no apparent
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alternatives or they would prefer low farm incomes to the social and psycho-
logical problems that often go with moving off the farm.

4. Prices fluctuate, sometimes substantially, as a result of crop failures or
bumper crops, of shifting of land, labour and capital from the production of
one commodity to that of another, loss of export markets or sudden increases
in export demand and sudden changes in imports. Cycles of production and
therefore of prices occur because individual farmers are not aware of deci-
sions by others to increase output in response to higher present prices and
vice versa.

5. Gross incomes fluctuate, though not usually as much as prices.

6. Given their levels of production, management capacities and availability
of assets, many farmers could never make a satisfactory level of income from
farming. If they were to be provided with the assets to increase incomes,
others would be forced out of farming because their increased production
would lower prices, given the demand conditions for Canadian farm products.

7. These results—low farm incomes, unstable prices and incomes and
redundant farmers—arise from economic forces to be found in every non-
communist country (and in fact in communist countries too, but that is
another story which is irrelevant here). The response to them is the core of
farm policy in every country. How nations respond depends upon their basic
ideology concerning the role of government, upon political pressures, produc-
tion-consumption surpluses or deficits and so forth. No one approach can be
right for all nations or for all times.

The Cost-Price Squeeze

There have been many comparisons made between two Dominion Bureau
of Statistics price indices—the Index of Prices Received by Farmers and the
Price Index of Commoditiecs and Services Used by Farmers. The former
represents changes in prices received by farmers for the products they sell
and the latter represents or is supposed to represent changes in the prices of
inputs such as farm labour, machincry, fertilizer and so forth. Quite incor-
rectly, as claborated below, it is regarded as a “cost of production index”.
For 1968 the former stood at 298 and the latter at 387, both based on
1935-39 = 100.

Comparisons between these two indices and comparisons between the
American cquivalent and the Canadian Pricc Index of Commoditics and
Services Used by Farmers can be, and usually are, quite mislecading. The
Canadian Price Index of Commoditics and Scrvices Used by Farmers is so
out-of-date and mislcading that the Task Force contends that publication of it
should be suspended until it has been up-dated. Statistics can be misleading
in the best of circumstances, especially when presented as an index (which
can be prepared in a number of ways, all of which are likely to give widely
varying results).
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The Index measures the weighted average change in prices:of a set of
goods and services purchased by farmers in 1938. To put.it in a different
way; if it cost $100 at 1935-39 prices to buy the particular combination of
inputs that farmers bought in 1938 (so many hours of labour, so many
gallons of gasoline, etc.) then in 1968 it would cost $387 to buy this same
combination of goods (the same number of hours of labour, gallons of gas,
etc. as in 1938). It would cost $387 because, as noted above, the Index for
1968 was 387. : '

Even persons unacquainted with the complex world of statistics recognize
that when agriculture has gone through a “revolution” in technology and
management in the past 20 years, an index that is based upon the same
combination of goods in 1968 as in 1938 is not going to tell one anything
useful about the “cost of production”. For one thing the combination will
change partly because of changes in relative prices and partly because of
changes in technology. Labour, which represented 33.5 per cent of the 1938
expenditures is now less than ten per cent but the Index assumes no change.
Since wage rates have increased more rapidly than the price of any other
input, to continue to give the same heavy weight to wages makes the Index
rise rapidly. For another thing, changes in productivity and in scale of
operations mean that the same number of units of an input will produce more
in 1968 than in 1938. The examples of improved seed, of fertilizer applied
according to soil tests, of non-comparable 1938 and 1968 tillage equip+
ment make the point. ‘

Comparisons between the American and Canadian Indices are almost
equally misleading. The weight base for the U.S. Index is 1958 compared
with Canada’s 1938 and therefore the U.S. Index is a better measure of
recent price changes. L
. All of the above is intended to emphasize the point that the widely used
Price Index of Commodities and Services Used by Farmers cannot be equat-
ed to “cost of production” and in fact should be suspended or up-dated.
However, having debunked the use of the present Index, the Task Force
would be totally wrong if it were to lcave the impression that there is no
cost-price squeeze. _

Even after adjustments have been made for the biases in the Index, it is
apparent that therc has been a more rapid increase in the prices of inputs
than of prices of products sold. Now the rcal questions arisc out of compar-
ing changes in productivity of inputs, pricc of inputs and price of products
sold. If average farm productivity per unit of input docs not rise faster than
the price of inputs, the cost of production will rise, tending to reduce farm
income and the competitiveness of Canadian products in world markets.

Competition and Income

Farmers are well aware that theirs is a highly competitive scctor, usually
buying from and sclling to scctors with only a few large firms. This accounts
for the creation of supply and marketing co-operatives and for demands by
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farmers for marketing boards. It accounts' also for a feeling that agribusiness:
is’ either very profitable, very inefficient or both. Whichever of these alterna-
tives is the case, so runs this point of view, farmers suffer in income, because:
if ‘agribusiness is proﬁtable it is as a result of excessive margins and if it is
inefficient it requires large margins just to stay in business. Chapter 11 on'
Agribusiness discusses these questions in some detail.

Competition among farmers within Canada inevitably means that some are
forced out of business. This is sometimes thought to mean that the most.
efficient producers (i.e. those with the lowest costs* of production) will
remain in farming and the least efficient will move to other sectors. This is-
not necessarily the case: it is all a question of alternatives. Farmer A may, -
through superior management, reduce costs of production below those of
Farmer B and earn a net income of $8,000, compared with B’s $2,000. But if
A can earn $12,000 elsewhere and B can earn only $1,500, it is B who
remains in farming.

. The widespread condition of competition among farmers within Canada-y
unphes that new techniques which reduce costs will be widely adopted. The-
early adapters receive additional profits and they expand output thus uninten-
tionally exerting the pressure of lower prices on those who have not adopted-
the technique. Those who refuse to adopt it or who cannot do so because
they lack the skill, credit or appropriate other inputs, suffer lower incomes.
As indicated in the previous paragraph, they may or may not move out of
farming depending upon their alternative opportunities. Eventually, those
with low incomes become poor credit risks and have a reduced call on credit
and resources. For this reason, if no other, cost-reducing techniques are
adopted.

. The adoption of new farming techniques which reduce costs of production
has been widely regarded by farm leaders and by many economists, as being
fully passed along to consumers in the form of lower prices. This line of
reasoning states that farmers may gain but only as consumers, not as produc-
ers. The same line of reasoning concludes that because there are only a few
large firms in many agribusiness ficlds, the adoption of new techniques may
be postponed by agreement (perhaps tacit and presumably beyond the effec-
tive scope of the Combines Investigation Act) if it shows signs of reducing
the profits of the scctor. '
. This line of reasoning has scveral flaws. The argument that a new cost
reducing farming technique is passed along to consumers in the form of lower
prices seems to assume no international trade. If, in fact, Canadian producers
could reduce the cost of producing corn, the effect on domestic prices would
be small and it would be forcign producers who would suffer through the loss
of a very small share of their very large market. The degree to which the
advantages of cost reductions would accruc to Canadian producers or to
consumers would vary among products. However, since resources can be

¢ Economists will recognize that here we use the term “costs” in the layman’s sense of
eéxcluding opportunity costs.
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shifted from product to product the tendency would be to shift to those
commodities whose prices fell least® primarily those exported or in competi-
tion with imports.

The previous discussion debunks to a considerable extent the frequently
held view that the competitive structure of agriculture works to the advantage
of Canadian consumers rather than producers. What it does not do and what
would be totally wrong, would be to cast doubt upon the importance to
Canadian farmers, of reducing costs in order to be competitive in export
markets and against imports. If Canada were self-sufficient in food, interna-
tional competitiveness would not be very important but Canada has substan-
tial exports and/or imports of almost all farm products. The case for research
and extension in production and marketing is sound in principle.

Large Farms, Small Farms

Whether the contrast of this heading is appropriate ¢ or not, there seems to
be a growing disparity of income among farmers, largely but not entirely
based on size. In 1966 Canadian net farm income was $1,978 million or
$4,594 per farm for the 430,000 farms identified in the census of that ycar.
However, 55 per cent of these farms—with gross sales of under $5,000—
accounted for only 14 per cent of total sales. Yet about onc-half of the
Canadian farm labour force and 29 per cent of farm capital is used on these
farms. Chapter 16 of this Report deals with these people as it discusses the
Low Income Sector.

The presence of 100,000 to 150,000 farm families at or below the poverty
level? in Canada can be explained better by historical accident and technolog-
ical advance than by perversity of the pcople themsclves or of governments.
Historical accident led to the establishment of thousands of familics on farms
in the older settled parts of Canada where, in the conditions of those times,
they provided a satisfactory income and way of life. Changing technology
made them marginal and then sub-marginal but the pcople concerned could
not change as fast in their attitudes and capacities as did the cconomic and
technological environment surrounding (and partially submerging) them. It
would be improper to criticize such pcople as perverse in not responding
dramatically and at once to change. Dramatic changes arc mostly of an
inter-generational type, and these, by their nature, take time. They also take
patience and understanding and moncy on the part of those whom historical
accident (perhaps a great-grandfather’s decision) might have placed on a
rocky Nova Scotia farm rather than on a rich $800-per-acre farm in South-

Western Ontario.

sIf one assumcs an equal percentage reduction in the cost of producing all farm com-
modities, one would expect the greatest increase in production to occur among those with the
most elastic demand curves for the Canadian product.

¢ The supposedly contrasting terms *“commercial-low income”, “viable-poverty™ sometimes
used are less satisfactory.

?See Chapter 16 for estimates and calculations of numbers. The Fifth Annual Review
of the Economic Council of Canada estimated that there were 150,000 poverty-level farm
familics, The estimate in Chapter 16 of this Report is of about 100,000 familics.
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Some people have applied the label “social problem” to the group of farm
families below the poverty line and a contrasting label “economic problem”
to the relatively well-off. In themselves such labels may be misleading; cer-
tainly the low income folk constitute an “economic problem” just as grave or
more so than their more prosperous neighbours. The word “social” has so
many uses that it too must be used with care.

Regardless of problems of terminology, it is the Task Force view that the
set of programs which would be most desirable for the viable® farms would
not be appropriate for those below the poverty line. In this Report, most of
the chapters deal with policies and programs relating to viable farms,
because, after all, it is these farms or modifications of them which will
constitute the farm sector of the future.

While the presence of a substantial low income group of farm families is
largely the result of historical accident rather than of perversity of individuals
or programs, there are a few programs which have helped perpetuate the low
income problcm These include land settlement programs which encourage
expansion in the northern prairie fringe areas and Laurentian districts in
Quebec, credit provisions which have very small maxima and subsidized
rates, and deficiency payments such as those for hogs and eggs which are
limited to a small maximum quantity per farm.

The Family Farm

The family farm has given valuable service in opening up and settling the
country and has been the backbone of rural society. In addition, it has been
credited with being the most efficient unit for agricultural production. There
is no doubt that interested and dedicated management and work by the
operator and his family have wrought wonders. As we have suggested before,
perhaps these contributions were part of the “subsidy” given by rural people
to agricultural production; a “subsidy” that is now fast declining and bringing
incrcased costs of production despitc handsome improvements in labour
productivity.

Morcover, while the average farm operator could operate a small farm
business at rcasonably low costs, given hard work, dedication, long hours,
low returns and a little luck, the situation alters with rapid technological
change, low and unstable prices, rising input costs and improving off-farm
opportunitics for members of the farm family. Inflation and the cost-price
squeeze imply that individual farm enterpriscs must continuously cxpand and
improve cfficiency in order to maintain or increase incomes. Unfortunately,
many farmers have too small carnings to be able to save or to justify
borrowing sufficicnt amounts to finance the required expansion. They fall
further behind in the competitive race, even though they make some improve-
ments in productivity. Those who fall behind tend to receive declining real
and rclative incomes and may cither become part of the rural poor with
cconomically “unviable” farms or be forced out of agriculture altogether.

*“Viable farm", if it means anything, means a farm which, with current management,
produces an income greater than the poverty level of income.
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A problem for those farmers who manage to keep ahead.in the rat-race of
the agricultural revolution, is that as they continually expand and improve
their farm enterprises in order to remain competitive; their farm businesses
become extremely complicated affairs. Many farm businesses become so large

and complex that they ‘strain the capacities of a single individual. It is

extremely difficult for one farmer to combine all the many skills required,
from production technology (crop and animal husbandry, disease prevention,
machinery and building operating and maintenance) through managerial
functions (budgeting, accounting, production decisions, labour supervision,
financing) to marketing skills (interpreting market outlooks, knowing where
and when and how to-sell). Therefore it is only natural that one sometimes
hears the valid criticism that some farmers’ financial difficulties are of their
own making; borrowing -too. much, investing in excessively expensive
machinery, planting the wrong crops, failing to keep adequate accounts and
so forth. : ,

For years there have been alarmist stories about the impending disappear-
ance of the family farm, of huge land acquisitions in Alberta, of the extremes
of vertical integration in Ontario, of large livestock corporations in Manitoba
and so forth. Occasionally provincial marketing boards have been created
with the express purpose of preventing vertical integration and farm
amalgamations.

It appears to the Task Force that the family farm is likely to rcmain the
standard form of production unit in Canadian agriculture, modified constant-
ly, of course, but that there are serious threats to family farming as we know
it in some areas of poultry and fruit and vegetable production. Thesc threats
arise partly from conventional economic forces and partly from farmers’ own
actions. The conventional forces are those of large volume, low margin, high
risk, technically complicated production units (particularly in broiler produc-
tion) where there is a tendency to follow the route taken by the scctor in the
United States in which the “farmer” becomes a “contracting producer” and
receiving commissions and bonuses.

The threats that arc largely of farmers’ own making arisc when they,
through their marketing boards, push up the price of the farm product to
such an extent that processors find their margins squeezed in processing but
find real profit potential in production. Under such conditions processors of
vegetables move into the production phase and find it unnccessary to contract
with family farms for the product.

The requirements to be a successful farmer arc changing dramatically. It
uscd to be thought (in some cascs still is) that physical strength and endur-
ance, a willingness to work hard and a good down payment on a picce of
land were sufficient requircments for success. For some, the farm—the family
farm—was a refuge from cconomic and social pressures of urban living. In
spite of generally low levels of formal cducation, farmers have been able to
do a remarkably good job of sclf cducation: on-thc-job training has been
common in farming for gencrations.
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. The important’ qualities—strength, energy, initiative—which were sufficient
conditions for. success in the past are no longer sufficient. The increased
technological . and business complexities of the size of farm required for
success make increased formal and technical education necessary. The 1961
Census indicated that 70 per cent of farm operators had not completed Grade
9; only one out of 250 had a university degree.

Forty years ago the differences among farmers were fairly small; today
there is a farming “elite” of large-scale business-oriented, technically-
experienced operators who are increasingly set apart from the rest. The
difference between membership in the elite and in the poverty categories is
not so much a matter of differences in intelligence and physique as m
education and experience.

Protection Versus Free Trade

Governments often tend to give protection and subsidies to those sub-sec-
tors of agriculture which are high cost and to leave unsubsidized those which
are low cost, thus tending to move resources from low cost to high cost
sectors. This applies not only within agriculture but across various sectors of
the economy. Some sectors do not enter dircctly into international competi-
tion, either because they are service industries, or because the commodities
produced are expensive to transport or are subject to government regulation.

Agriculture is heavily dependent upon and vulnerable to international trade
and competition. With a number of exceptions® inputs purchased by farmers
or used in agribusiness are free of import tariffs. Where agricultural people
rightly feel a sensc of injustice is in regard to the high tariffs on many
manufactured goods, “voluntary” quotas on Japanese exports to Canada, the
National Qil Policy and so forth, all of which ecither tend to raisc Canadian
prices and costs or reduce the accessibility of foreign markets for Canadian
exports.10

It is cvident that Canadian agriculturc has made the most remarkable
adjustments in the face of technological change, foreign protection of agricul-
ture and limited domestic assistance. If the Canadian manufacturing industry
has not yet made the adjustments nccessary to become internationally com-
petitive, it would scem to be in the best interest of the cconomy that such
adjustments be cncouraged by greater international competition.

Bargaining power

The fact that agriculture is competitive in two scnses—of there being many
small competing producers and of competition with producers in other coun-
trics—makes the issuc of “bargaining power” particularly relevant to farmers.
Essentially “bargaining power” involves the ability to influence prices by

* For exceptions see the Appendix to Chapter 4.

2 As a counter-weight to such feelings of injustice, however, farmers must consider the
complete embargo on butter imports, high tariffs on tobacco, poultry, fruits and vegetables
and Canadian Wheat Board licensing of wheat, oats and barley imports.
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affecting supply. Obviously one hog producer has little bargaining power
when his output is perhaps 1/1000 of the quantities purchased by each of the
small number of processors to whom he may have access. Under such
circumstances bargaining power is unequal. The same applies to purchases of
machinery and of course to many non-agricultural acquisitions such as buying
groceries, obtaining dental care and so on. .

To farmers the importance of bargaining power has increased with the
increased commercialization of their operations whereby they buy larger and
larger proportions of the inputs required in production. In marketing they
find ever fewer and larger firms.

As farmers note the remarkable increases that have occurred in the wages
of carpenters, plumbers and other unionized tradesmen, as they watch postal
workers strike for and obtain substantial increases without any apparent
increase in productivity, as they see university professors’ salaries rise without
any clear-cut reference to supply and demand and as they see tax concessions
to oil companies, subsidies to gold mines, foreign aid loans or grants
to purchase Canadian electrical generators and a host of other activities
which result in incomes very different from those which would have been
determined by the free play of market forces, it is not unusual that farmers
should wonder why their product prices (and their incomes) should be
determined in an atomistic market where, individually, they have no bargain-
ing power. '

Action has taken three main forms: one is to attempt to work within the
market system through farm supply and marketing co-operatives and through
teletype selling of products; a second is to work on the market through
compulsory collective bargaining, output or sales quotas and two-price sys-
tems; the third had been to seek government intervention and assistance in
the form of subsidies. Later chapters in this report deal with programs arising
from these three approaches.

Food For The Hungry of the World

Canada has provided considerable food aid, mostly wheat, primarily on a
bilateral basis. Contributions made through the World Food Program and as
agreed in 1969 under the International Grains Arrangement, were valued at
$333.7 million up to March 1969. Food aid donations tend to increase when
stocks are burdensome.

In a research paper prepared for the Task Force, Professor P. J. Thair
made the following comments:

An understandably popular goal with farmers is that of feeding the starving
millions of the world. The logic is simple. Match up the problem of surpluses
in this country, or North America, with the problem of hunger in many
parts of Asia, and lo, both problems would be solved. In this way farmers’
humanitarian instincts would be fulfilled at the same time as their incomes
would be raised.
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Unfortunately, instead of being the answer to both problems, such food gifts
in perpetuity would be the answer to neither problem.

(a) The surplus problem at home is part of the overall basic problem of
redundancy of human resources in agriculture resulting from advancing
technology. Even if we could persuade our taxpayers to make massive
gifts of food abroad in perpetuity it would do nothing about this basic
problem at home. Three hundred thousand farmers in Canada can
produce as much food as five hundred thousand, and gifts of food
abroad would do nothing towards making productive, rewarding lives
for the other two hundred thousand.

(b) The hunger problem abroad cannot be solved by gifts of food from the
surplus areas. Gifts of food on a temporary relief basis are one thing,
but perpetual and permanent transfers of free food are exactly what the
starving peoples don’t need.

Implementation of policies always has to begin from where you're at; and
where these hungry nations are at is in peasant farming. What these people need
is to have their own productivity (in food production) raised to the point
where overall economic development can occur. Continual imports of free
food would wreck the price structure and incentive for their farmers, and
permit their population to grow still faster on the free food thereby creating
still more hungry people. What these countries need is complete economic
development, assisted by temporary, judicious, food relief, and accompanied
by population control and education. And when this has been accomplished

they may well become competitors of ours as food exporters, rather than
importers.

If a man is hungry do you give him a fish, or do you teach him how to
fish?

These comments express the view of the Task Force. Feeding the starving,
hungry or undernourished is a laudable act. To countries with “Surplus” food
stocks the laudible act becomes also an attractive political tool. To farmers
with surplus production on their farms or facing depressed prices in home
markets because of abundant harvests, the thought of people going without
food is frustrating economically and unacceptable morally. Food gifts are
unfortunately not the expected panacea. Surpluses at home are the conse-
quence of too many resources in agriculture in specific areas. Gifts are a
direct outgrowth of inappropriate distribution of resources. Hunger abroad is
not solved by perpetual donations but by overall economic development
based on the less developed countries’ productivity. Gifts can ruin the price
structure and incentives for local farmers and/or can promote population
expansion beyond the capacity of local resources to support it. Food aid must
be temporary, judicious, genuine relief and accompanied by population: con-
trol and education if possible; it does not offer a solution to our problem of
surplus.

RECOMMENDATION

1. The Task Force reccommends that publication of the Canadian Price
Index of Commodities and Services Used by Farmers be suspended until it
has been updated to truly reflect the costs of inputs.
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chapter three

GOALS

INTRODUCTION

.Any rational attempt at the formulation and implementation of policy must
‘begin with an examination of the goals sought. As we emphasize in Chapter
11, the operational functions of any government, farmer or agribusiness
‘organization are to anticipate problems and opportunities, plan how to meet
them, implement plans and evaluate results. These are “operational func-
tions” but even prior to operations or action must be consideration of the
goals or objectives sought.

Goals are objectives or ends desired by individuals or groups. Policies are
decisions that certain goals will be sought following agreed-upon courses of
action. Programs arc specific courses of action, sometimes legislative,
designed to achieve these goals and thus be in accord with policy decisions.
On the basis of above definitions agricultural policy implies both a goal or
series of goals and a series of programs which help to achieve those goals.

A study of goals is essential to the ratification of policies and better
understanding of programs. The contribution of programs is related to the
achievement of particular goals and makes it easier to identify conflicts
‘among goals and among programs. To state explicitly what are one’s goals
permits a better diagnosis of problems, a clearer classification of priorities and
provides a better basis for agrcement concerning various problems and
policies.

There is a sequence to be followed. If everyone agrees on the goal in a
given situation, it is possible to start discussing the most effective way of
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achieving it. If there is no agreement on a particular objective then a higher
level objective must be agreed upon and negotiations started from that level.

The Task Force accepts the rational realization of each individual’s poten-
tial as the ultimate goal. This statement is not so general nor so non-wordly
as it might at first appear. It implies that in the ultimate analysis it is
individuals that count rather than organizations, that governments exist to
serve people, not the opposite. It means too, that it is “the whole man” which
has to be considered and not just the “political animal”, the “economic man”,
the “social being” or the religious soul. Pursuit of this ultimate ideal occurs in
a highly complex society with many different lower order goals in apparent
conflict. The conflict is sometimes between political and economic goals,
sometimes between social and psychological, and also between two or more
eonomic goals and between different political goals and so on.

This Report is largely oriented toward economic problems and their solu-
tion, but not exclusively so. The Task Force is well aware that economic
welfare is only one of many goals. There can be no doubt of the importance
of social and psychological and other values; as individuals and as groups we
know that economic success can by no means be cquated with total success.
Nevertheless, there is something particularly appropriate in Boulding's
position:

The hopes of mankind do not have to be confined to another world. A
Human society is conceivable in which the cvils of poverty are completely
eradicated and in which there is sufficient production of this world’s goods
to enable everyone to live in health and decency. This is the proximate end
toward which economic progress moves. It is not a sufficient end as every
religion testifies. But even if the chief end of man is to know God and enjoy
Him forever, the cnjoyment of goods is surcly not inconsistent with the
enjoyment of good and God is better served by a race whose capacitics are
not stinted by inadequate food, clothing, shelter, education or health.!

Planning a better agricultural sector in the Canadian cconomy pre-sup-
poses change. The criteria for judging change must include all kinds of
human values and must include other disciplines as well as cconomics. At no
point should the welfare of individuals be ignored; onc must remember that
when he is talking about wheat production he is really talking about thou-
sands of individual wheat farmers and when he is talking about *“The Treas-
ury” he is referring to taxpayers and when discussing dairy processing he is
concerned with 1,100 large and small firms and their cmployees. Th ques-
tion must be resolved as to how resources can best be uscd for the optimal
development and satisfaction of individual nceds and faculties with a mini-
mum of cffort and misery. Arc the cconomic bencfits to all individuals in
society worth the dislocation costs and hcartaches to the individuals dircctly
concerned? Docs “mobility of labour” for example, have a dark side in terms
of family and psychological problems—problems which may result ultimately
in considerable cconomic cost to socicty?

1 Boulding, K. E. “Economic progress as a goal of cconomic life”, from *“Goals of
Economic Life”, edited by Ward Harper, New York, (1954), p. 72.
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The Task Force has concentrated its efforts on the pyramid of economic
goals (Figure 1) most directly relevant to rural Canada, keeping very much
in mind the human values discussed above within a general social framework
in order to arrive at a workable and acceptable agricultural policy for the
1970’s. The lower level goals will be seen to be means of achieving higher
level ones above them. Each level is a goal to the level below it and a means
to the level above it. The generally accepted national economic goals set out
in the First Report of the Economic Council of Canada (1964) are indicated
on the first and second level. The Task Force has added “higher net farm
income per capita” on the second level of goals. The third and fourth levels
are more sclectively concerned with agriculture and rural Canada.

PYRAMID OF ECONOMIC GOALS

First level economic goals

A high rate of economic growth, indicated as higher national income per
capita in Figure 1 is a primary objective which allows the economy to spend
more on cducation, health, long term development and the reduction of
poverty. Only higher rates of productivity can lead to higher per capita
income. No amount of sleight-of-hand in manipulating prices, wages or statis-
tical data will improve per capita income.

Advancing cconomics permit a rise in incomes including total farm income.
Nevertheless, as incomes rise, farm income falls as a percentage of national
income and the farm labour force declines in numbers and as a proportion of
the total labour force.

Farmers must be included in the first level goal to provide all Canadians
with a minimum standard of living. Ensuring that all Canadians can afford at
least a specified standard of living implies that incomes received by individu-
als will not be identical with their productivity as measured in the market
place. Progressive income taxes, welfarc payments and other measures redis-
tribute income from those with high to those with low incomes. There is a
profound and complex issuc here in the possible conflict between growth and
more cqual income distribution.

Second level economic goals

Canada's balance of payments must strike an cquilibrium if the country’s
cconomy is not to suffer from spending far more abroad than it carns from
forcign income sources. Programs which expand exports ot reduce imports do
not automatically help to improve the balance of payments; for example
imports could be reduced by producing all our requircments of fresh fruit and
vegetables but the resources required to do so could be better employed in
other uses. Agricultural cxports carn a great deal of forcign exchange since
about 25 per cent of Canadian farm output is cxported. If agricultural
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exports are to continue to aid our balance of payments in the future Canadi-
an products must be competitive in world markets. Competitive efficiency in
domestic and trade policies are therefore a prerequisite.

Reasonable price stability |

Inflation pilfers purchasing power. Inflation can lead to adverse balance of
payments and can reduce economic growth. Farmers have made important
contributions to price stability in Canada over the years. Between. 1949-67
the Index of the Prices of Farm Products rose only 19 per cent compared
with 49 per cent for the Consumer Price Index and 32 per cent for the
Wholesale Price Index.

Full employment

- One hundred per cent full employment is impossible. High levels of unem-
ployment such as the seven per cent rate experienced in Canada from 1957-62
means slower cconomic growth. Some trade-off between full employment and
pricc stability has to be struck.

Higher net farm income per capita

j"v'I’his goal is particularly relevant since the degree of poverty found by the
Economic Council of Canada was much greater in rural Canada’ than in the
rest of the country.

Third level economic goals of import to agriculture

Stable net farm incomes arc to be distinguished from higher per capita net
farm incomes. Wide fluctuations in price and wide variations in yicld cause
unstable farm incomes. The income of an individual farmer is even more
unstable. Elimination of uncertainty promotes improved planning by
individuals, lower costs and greater security for credit. The three-year hog
cycle and two-ycar cgg cycle of production arc costly, resulting in the build-
up of breeding stock, farm buildings and packing plant and cold storage
facilitics to mect pecak production; some of these must be liquidated or
become unused capacity when the low point in the production cycle is
rcached a year or two later.

Increased mobility out of agriculture

i The farm labour force has fallen by 55 per cent between 1946 and 1968 in
spitc of many unfavourable circumstances. These included unemployment
averaging almost scven per cent from 1957 to 1962, no cffective manpower
training programs or ARDA until a few ycars ago, perversc immigration
policics that gave preference in the carly post-war ycars to farm labour and

the attitude of farmer organizations and leaders who were loathe to recognize:

. "The EC.C. estimated 150,000 out of 275,000 farm families were in the poverty range
in 1961, (Fifth annual review E.C.C,, Page 109)
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the need for a widespread exodus from farming. Increased mobility out of;
farming helps to achieve a higher per capita net farm income for those left in
farming while at the same time obtaining better paid employment for those
who leave agriculture. Increased mobility out of agriculture does not neces-
sarily involve a move out of rural communities or regions.

Lower cost of production and marketing

Farmers bid against non-farmers for goods and services to produce com-
modities. In selling the commodities produced, farmers must compete for
consumer dollars in the open market. Farmers are critical of those who urge
them to be more efficient when the critics themselves are employed in an
industry or profession in which their own efficiency is not subject to competi-
tion. However, in a competitive world, those who are satisfied with yester-
day’s standards of performance cannot expect even yesterday’s income. The
inexorable pressure of increasing efficiency will not let anyone rest on previ-
ous performance.

Agricultural products are sold abroad only if they are competitive in price
and can surmount tariffs, variable levies and export subsidies given by other
countries. Being competitive entails being efficient. There is no alternative.
Canada is in no position to compete with the United States in export subsidies.
American farm exports are only three or four times as large as our cxports
but U.S. national income is 16 times as large as Canada’s.

The criterion of efficiency should be applied to all sectors of the economy.
When Canada exerts pressure on Japan to impose “voluntary quotas” on her
exports of textiles to Canada there tend to be ill-effects on Japanese imports
of our farm products and other commodities.

Lower costs contribute to higher per capita net farm income, partly
because competition leaves fewer farmers among whom income must be
distributed and partly because a good deal of Canadian output is exported
or goes to reduce imports. A drastic cut in cost of production of beef and
rapeseed would increase exports without proportional reduction in price.
Similarly a 25 per cent cut in corn productions costs and a doubling of
output in Ontario would greatly incrcase income because prices (based on
the U.S. market) would not fall by anything approaching onc-quarter.

To whom do the benefits of increased farming efficiency accrue? Some
economists would have it that benefits are passed along entirely to consumers.
They reason that farming is a highly competitive industry with many produ-
cers cach attempting to reduce costs. Production is expanded, prices reduced
and other farmers are forced to adopt the new techniques. The consumers are
the ones who bencfit from lower prices. The argument implics that Canadian
expenditures on agricultural rescarch, extension, credit and other inputs arc
part of a “cheap food policy” and of no benefit to farmers. This sweeping
generalization does not take into account that for most products Canadian
farmers compete with producers clsewhere. If costs can be reduced and on
this basis sales expanded, higher incomes accrue to Canadian farmers. Even
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for products which do not enter world trade, efficiency. will move resources
directly or indirectly into production of export or import-competing farm
products.® If our marketing institutions are not allowed to become excessively
rigid, a major expansion in output could be marketed through exports or
reduced imports, even though barriers may be raised against our exports in
some cases.

The above discussion refers to all of agriculture—to agribusiness and
government operations as well as farming. Many sectors of agribusiness have
experienced tough competition just as farmers have; for example the number
of dairy processors has fallen by about 35 per cent between 1961 and 1969.

There is one respect in which lower production and marketing costs in
farming may work against achieving the goal of a minimum standard of living
for all Canadians. Those who cannot make the adjustment required within
farming and are unable to leave for non-farm employment could find them-
selves in extreme poverty and worse off than before the dynamic changes
took place.

Goals in Conflict

Critics of government policies point to obvious inconsistencies in which
policies for the promotion of efficiency and policies of equity and compensa-
tion exist side by side and in direct conflict with each other. During the early
stage of economic development the aims of consumers and farmers are often
complementary and policies may be beneficial to both at the same time.
Increased agricultural production may be of direct benefit to both, more food
at reasonable prices to consumers, higher production and incomes for farmers
and more markets for services and industrial goods. As economies mature,
however, the various sectors may find their aims in conflict. Policies to
promote increased food production will benefit consumers but may result in
lower incomes for farmers, unless other markets outlets (exports) can be
found.

Within agriculture, too, onc finds livestock feeders wanting lower grain
prices in opposition to grain producers and dairymen in opposition to soy-
bean and rapesced growers and one finds competition among milk processors.
The potential for conflict in goals or sub-goals is unlimited.

SOME POPULAR GOALS

The Family Farm

The “family farm” has long becn presented as a goal by politicians and
others secking to win friends among rural folk. Yet it is becoming a more
qualificd goal. For instancc James Bentley, then first vice-president of the

. *In technical terms, the comment refers to elasticity of demand for farm products. What
is relevant is the elasticity of demand for the Canadian produced commodity, including both
domestic and foreign markets.
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Canadian Federation of Agriculture said in 1959 ,“The long term objective of:
agriculture in Canada should be the development of rural communities based
upon the maintenance of the family farm”. In 1969 Charles Munro of the:
C.F.A. changed the emphasis to “economically viable family farms”. A be-
liever in the amended definition is placed in the same position as the chain
store planners, industrial conglomerate organizers and holding company
executives. Success can be had only by having fewer units. That is the only
way to have family farms capable of a decent income to have fewer of them.
* Recognition that the family farm is not a goal in itself but rather a means
to higher goals of income, personal fulfilment and various social and cultural
values, presents a solution. An examination of the “farm run by a family”
can reveal to what extent it was and is a suitable means for achieving the’
higher objectives quoted. The rational approach is to clearly define the major:
goals toward which the family farm was supposed to contribute and see how
these farm goals can be achieved by other alternative means before it is too
late. '
Efficiency

The word “efficiency” has become a dirty word to many farmers and their
organizations. Economists are accused of holding efficiency as a goal and
recommending that farmers be sacrificed on its altar.

" The word “efficiency” is a perfectly good word and can have a precise
meaning, generally expressed in terms of output related to input. Efficiency is

a means to the end of increased levels of income and economic well-being.’

Increasing efficiency is the source of economic well-being developed from the
precarious livelihood of the caveman to the point now where man knows how’
to obtain freedom from want. The aim of increased cfficiency is not to make
people work more but on the contrary to allow them to work less and obtain
greater reward for a given amount of labour.

Income is closely related to business survival, in farming as in othcr
industrics. The irony is that the survival of farms, especially those capable of
financing a “way of life”, depends upon increased cfficiency. Progress cannot
be stopped cven to reduce the number of casualtics caused by technological

innovation. Progress is powcrcd by the curiosity and initiative of human’

nature. As long as anyonc is frec to usc imagination, new labour-saving

techniques result. Eventually other farmers must follow suit or suffer sub- -

standard incomes as they become relatively less cfficient.

Regional Development

. Within onc nation great disparitics between regions will become less and
less acceptable. Regional development will likely continue to be a special
national goal but specific cqualization policics, developed to achicve this
objective, often bring complaints from those who have to pay most for them.
Agriculturc lends itsclf to a limited amount of regional variation in (other-
wisc) national policics.
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Cheap Food

Earlier in'this chapter we have noted that there is a widely held belief that
greater efficiency by farmers and agribusiness benefits only consumers. This
argument is used as the basis for statements that governments’ support of
research, credit, extension and so forth are all part of a “cheap food policy”
which is designed to benefit consumers, not producers. There is some truth in
that part of the argument which says that consumers as well as producers
benefit from lower costs. But if governments had unequivocal cheap food
policies of the kind implied by these cynical critics, we would have no
embargoes on butter, no taxes on margarine, no two-price systems on white
beans, no offer-to-purchase support prices on skim milk powder. ,

In a somewhat different sense from that usually implied in the term, a
“cheap food” policy is very desirable; in this sense “cheap food” means low
cost farm supplies obtained competitively from the cheapest source, low cost
farm production, low cost processing and marketing. This kind of cheap food
policy makes good sense.

;

GOALS, POLICIES AND PROGRAMS

In this Report the goals of Figure 1 have a prominent place. In the context
of these goals and current or expected conditions, we examine a host of
policies and programs and the institutions involved in them and prescribe
amendments which show promise of more effectively achieving these goals
Take, for example, the case of prairie wheat, now in distressing abundance.
In Chapter 5 we propose a very short run Transition Policy with two
component programs—wheat acreage diversion payments and amended
delivery quota acrcages—all aimed at the specific goal of eliminating the
current surplus of wheat and deficit of cash on the Prairies. This goal,
however, is a means and prerequisite to another goal—ensuring freer more
flexible New Marketing Guidelines for the longer run. These in turn serve as
means to achicve several of the goals of Figure 1. Other programs and lower
order goals must be related to and harmonized with the Transition Policy and
New Marketing Guidelines to create an integrated sectoral and then national
agricultural policy. *

In this Report we have ourselves attempted to follow the kind of scheme
discussed in this chapter. We proposc a new program here and an amended
program there to achicve a desired goal for wheat (short run and then long
run), for dairy, for cach main product. We build in non-commodity programs
and institutions for credit, national marketing boards, poverty-level persons,
continental (U.S.-Canadian) markets and so forth. These become inter-
related and inter-dependent parts of scctoral policies and then of a national
policy for agriculturc. Take away any onc of the programs and the remainder
would be affected. This aggregation and integration we sce in tangible form in
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Chapter 10. The institutional-administrative-consultative integration of
national agricultural policy appears in Section 5 of Chapter 11. Herein lies
the framework to clarify responsibility and to trace out the advisory-consulta-
tive structure.

REALITIES

Goals for agriculture must be assessed in the perspective of the realitics
from which they derived.

1. It is in the interest of the nation, of agribusiness and of farmers, that
Canadian farm products be as competitive in price and quality as possible in
international markets. The means: (goal)—Lower cost of production and
marketing.

2. Agricultural programs which try to serve the interests of commercial
farmers and to meet the problems of poverty-level farmers are unlikely to be
as successful as separate (though co-ordinated) programs designed to scrve
each. The means: Task Force position on credit, dairy and the low income
sector are examples.

3. Regional disparities exist and will persist. Diflerent policies are required
for different regions and different problems. The establishment in 1961 of
ARDA was an important step in principle and fact, recognizing regional
disparities in Canada. The means: Proposals on credit, dairy, feed grains and
low income sector contain possible variations by regions.

4. Farmers are vulnerable to sudden changes in natural conditions and in
prices. It is in the national interest as well as in the interest of farmers to
reduce instability by favouring the achievement of a stable net farm income.
The means: Crop Insurance, stop loss price supports, some forms of supply
management and the Prairic Grain Price Stabilization Program, among
others.

5. Farmers, being large in number but small in size individually, have very
limited bargaining power in the market place, whether buying or sclling,
unless they are organized. The means: Countervailing power through co-
operatives and marketing boards and employing teletype sclling, collective
bargaining and two price systems. )

6. Farm prosperity is important to agribusiness and other scctors of the
economy, just as the prosperity of the other scctors is important to farming.
Growing interrelations make it imperative for agricultural policy to be linked
with national policy, national considcrations and national scrutiny.

7. In discussions of farm policy goals arc often neglected. Without sys-
tematic emphasis on goals, logical choice of programs is difficult and cvalua-
tion of existing programs faulty. The remedy lies in the means: Farmers,
agribusiness and governments must assume the responsibility for dcﬁning.
goals and to sce to it that they arc used in appraising programs.
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RECOMMENDATIONS

1. All major stakeholders in agriculture should define their goals explicitly,
indicating in quantitative terms wherever possible what it is that they regard
as objectives. Such stakeholders include the two main farmer organizations,
agricultural colleges, agribusiness trade associations, and other bodies which
regard themselves as major stakeholders in agriculture.

2. The Department of Agricultural Industry (now Canada Department of
Agriculture) should act as the initial catalyst to request a statement of goals
from these organizations. These statements should be of value in creating the
National Agricultural Advisory Council (N.A.A.C.) and the various com-
modity councils proposed in Chapter 11.

3. Thereafter the N.A.A.C. should sponsor periodic conferences on these
expressed goals of major stakeholders and on the subject of “management by
objectives”. The process of definition and specification of goals by the stake-
holders in the system must be a conscious and continuous one. Dispersion of
interests in agriculture makes it imperative that the N.A.A.C. in consultation
with the Department of Agricultural Industry be prime-mover of the recom-
mended system of cvaluation of goals and management by objectives.
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chapter four

INTERNATIONAL TRADE

INTRODUCTION

International trade in agricultural products is of vital importance to the
Canadian cconomy. Agricultural exports account for about 15 per cent of
Canada’s total exports. These represent an important contribution to sustain-
ing our balance of payments position. More important therc arc the oppor-
tunitics to improve this position by enhancing the competitive position of
Canadian agriculturc and by the usc of appropriate trade policy objectives
and strategics.

Some countrics arc motivated by the desire for sclf-sufficiency, or use
restrictions on food imports to handlc balance of payments problems. But
there arc in all countrics motivations for greater cfficiency, improved resource
use and a higher standard of living. It is in such contrasting policy climates
that Canada must pursuc her objective of expanding exports of farm products.

AGRICULTURAL TRADE IN PERSPECTIVE

On the basis of combined imports and cxports Canada is the fifth most
important trading nation in thc world. On a per capita basis this country
ranks third in the world. Commodity cxports yicld about 20 per cent of our
national income. Maintenance of a high level of exports is most important
to our standard of living and thus trade policy has a high priority on the list
of cconomic and political issucs of the nation.
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The following tabulation relates the importance of 1966 total exports and
agricultural exports in the Canadian economy to that of other selected
countries.

TABLE 1
Relative importance, Agricultural to Total Exports Selected Countries 1966

Exports, U.S. Exports per Capita
$ Millions Exports, %, GNP US. $

Country Total Agricultural Total  Agricultural Total  Agricultural
Canada.................. 9,585 2,0501 17.8 3.8 478.17 102.16
United States........ 29,899 7,125 3.9 0.9 151.80 36.18
Denmark.............. 2,402 1,287 21.6 11.6 504.83 270.49
Australia................ 2,950 2,047 11.7 8.1 255.61 177.36
Argentine.............. 1,593 1,474 9.8 9.1 70.20 64.95

Source: United Nations, Monthly Bulletin of Statistics Agricultural Trade and F.A.O. Trade
Yearbook, Rome 1967.

1 The apparent discrepancy between this figure and the corresponding one in Table 2 lies in the
use by the United Nations of a wider classification of products as *‘agricultural® than that used by
the Task Force.

International trade exists because of differcnces among countries in
natural resources, kinds of labour and levels of skills, technical knowledge
and know-how. Generally, international specialization and trade, just like
specialization and trade between individuals in any one country, increase
productivity and the standard of living of both buyers and sellers. Perfectly
free international trade, however does not operate because individual countries
use restrictions on trade for internal rcasons. The Task Force is very
conscious of the historical reasons why Canada crected tariff barricrs. Early
on tariffs were an instrument of *“National Policy” countering the pull of
geography to the south. Much of our sccondary manufacturing industry owes
its start to tariff protection. Scveral important scctors of our agriculture arc
also protected by tariff and non-tariff barriers—a fact many in Canada tend
to gloss over as they denounce other countrics employing similar devices.

The Canadian dairy industry is protected by the requirement of import
permits on butter and cheddar cheese and by moderate to high dutics on
other products, c.g. 3% cents per pound on fancy cheeses. Importation of
wheat, oats and barley is under Canadian Wheat Board import permits; the
duty on corn is cight cents per bushel and on mixed feeds five per cent. Fruits
and vegetables grown in Canada arc under a complex system of scasonal
dutics and scasonal free trade. There arc also anti-dumping procedures and
surcharge techniques to meet injurics from imports to mention only a few. In
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spite of all these restrictions Canada is still recognized as having fewer
restrictions on agricultural trade than almost any developed country.

Tariffs were estimated to cost Canadians one billion dollars per year! in
higher prices and loss of efficiency as long ago as the mid-1950’s. Even in the
face of this staggering figure, Canadians recognize that some of the benefits
from our tariff structure may well be worth the cost paid. Nevertheless in
many areas Canadians lose more than they gain by maintaining tariffs. The
traditional idea that exports are a blessing and imports a necessary evil result
in the view that in international negotiation any reduction in one’s own tariff
represents a loss, a loss to be offset by a reduction of the tariff of other
countries. This notion is frequently in error. The general policy position of
the Canadian government should be one of continually initiating and
responding to negotiations, (e.g. Kennedy Round) toward mutual lowering of
tariff levels and the reduction of non-tariff barriers to international trade.

There are benefits to be gained from international trade but country after
country still attempts to solve internal agricultural problems and raise the
income of its farmers by restraints on trade. Domestic farm policies and trade
policies are becoming ever more closely related. Canada, apparently the most
efficient wheat producer in the world,® has seen her historical commercial
markets in importing countries decline as a consequence of restraints on
imports and competition from subsidised exports by other countries. The low
cost producers such as Canadian wheat growers and New Zealand butter
producers often face the toughest competition in the world—other nations’
treasuries. Restrictions on trade have thercby contributed to the slowing
down of efficient development of agriculture in the world. One might illus-
trate from the Canadian dairy industry if Canada faced fewer trade restraints
against thosc products for which she has a clear competitive advantage
(wheat, oilseeds, live cattle, cheddar cheese, some fruits and vegetables and
some meats) there would be no arguable basis for our 40-year virtual ban on
butter imports and our present costly dairy subsidy program. Other agricul-
tural exporting countrics have comparable problems and have reacted more
strongly in protectionist terms than Canada. Farmers, faced with restricted
markets for the product they produce best tend to move into alternate
production for which they demand restrictions and/or subsidics. Canadian
restrictive policics have developed more as a result of restraints in interna-
tional trade than any other single factor.

Agricultural industries of cflicient producing countrics everywhere arc con-
fronted by a jungle of laws and regulations (in importing and cxporting
countries) aimed largely at raising the level of prices and incomes of farmers.
The regulations take the form of tariffs, price supports, production-control
programs, import quotas, levics, export subsidies, credit for surplus disposal,

*J. H. Young, Canadian Commercial Policy, Ottawa, The Queen’s Printer, 1958 p. 73.

. *Conference on International Trade and Canadian Agriculture, Ottawa, the Queen's
Printer, 1966, pp 109-119,
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state trading and international commodity agreements. Throughout the histo-
ry of post-war trade negotiations, beginning with the General Agreement on
Tariffs and Trade (G.A.T.T.) agriculture has been given “special status”
originating largely as an American position, a euphemism indicating that it
has been largely exempted from such negotiations. .

The Gordian knot to be unravelled by Canadian policy makers is whether
to pursue similar protective policies at heavy cost to the nation or to let our
agriculture suffer and decline. These are the facts of life in the area of
agricultural trade and while they may be deplored, most of them will remain
with us, some may even become worse in the interval to 1980.

Although Canadian agriculture has considerable protection, the Task Force
was frequently and forcibly told that only the farmer and the poor are
unprotected while almost all other sectors of the Canadian economy—union-
ized labour, the professions, manufacturing industries and many service
industries (through agreements or through government regulation of prices)
are highly protected. Though not fully correct, there is much truth in this
argument.

Within agriculture conflicts of interest in trade policy exist between live-
stock and poultry producers wanting cheaper com and Ontario feed grain
producers seeking reduced U.S. con imports, between eastern potato growers
wanting free trade and western potato growers opposing it, and so on. Trade
policy conflicts also exist between agriculture and other economic scctors, as
illustrated in the arca of inputs purchased from protected industries and in
the Canadian use of quotas against some Japanese imports. While there are
exceptions, Canadian farmers have improved their productivity sufficiently
that they can better compete internationally than can many of our industrics.
Further initiatives toward lower tariffs arc recommended. It would be crip-
pling for agriculture (which exports 25 per cent or more of its output) to
propose a program of sclf-sufficiency.

In spitc of all the barriers to trade in agricultural products there has
actually been a large increase in the value of agricultural cxports from
Canada over the past ten years. Table 2 presents data on the 15 major
agricultural commoditics or commodity cxport groups which accounted for
well over 90 per cent of Canada’s agricultural cxports in 1967-682, The
values presented in Table 2 reflect more accurately the importance of exports
to Canadian agriculture than other published scrics. On the same basis export
value figures over the years have been impressive: 1957-58, $903 million,
1963-64, $1,424 million and 1967-68, $1,326 million (calendar ycar
averages).

s The catch-all category (other agricultural exports) includes about 200 commodity items
as classified in the Dominion Burcau of Statistics Trade of Canada and tcstifics to the diversity
of Canada'’s agricultural exports, The 200 items range all the way from baby chicks to
pellcted screenings cach with export values in 1968 in excess of $100,000. The category
includes malt and brewer’s grains but excludes whiskey, breakfast cereals, pickles, soups and
other products which have a very small agricultural content.
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TABLE 2-

Canada, Major Agricultural Exports, Annual Averages for Calendar Years,
by Destination, 1957-58, 196364, 1967-68

Commodity UK. U.S.A. E.E.C. Japan Others Total

(thousands of dollars)

Wheat and
Wheat flour
1957-58.....ccrvureee 162,766 18,072 108,616 58,786 131,168 479,408
1963-64.............. 176,131 13,673 122,022 104,473 563,492 979,791
1967-68 120,687 1,022 112,639 101,444 435,310 771,100
QOats
1957-58... 1,966 14,095 112 — 1,630 17,703
1963-64... 1,143 3,037 10,306 —_ 2,434 16,920
1967-68 308 2,557 460 103 1,699 5,126 ¥
Barley
1957-58 20,473 5,524 10,529 3,007 72,820
1963-64.. 9,997 2,244 3,219 11,921 37,889
1967-68 8,493 16,330 14,898 8,474 56,326.
Rye
1957-58.....ccevuee 136 3,484 1,697 —_ 425 5,743
1963-64.. 256 1,893 4,405 39 971 7,563
1967-68 517 1,011 1,290 4,793 1,505 9,115
Flaxseed
1957-58.ccecveee. 19,928 13 23,157 8,357 3,448 54,903
. 15,142 5 9,411 12,890 6,163 43,611
9,429 7 11,654 13,396 6,781 41,267
250 6 11,944 836 171 13,205
214 189 1,784 9,591 1,377 13,154
64 143 6,580 25,077 4,524 36,388
1 4,468 6 —_ 3,429 7,904
— 3,296 656 —_ 5,550 9,504
4 3,769 210 —_ 6,073 10,056

2,312 2,928 1,000 900 7,141

" 4,668 5,323 157 — 1,564 11,712 ’
1967-68.............. 3,607 8,705 177 — 2,259 14,748 i
Sceds for Sowing
1957-58 2,053 6,782 1,467 1,391 594 12,287

11,626 1,053 91 1,004 16,148

8,281 896 377 2,550 13,632

—_ 1,838 —_ 2,999 20,222

239 3,012 10 4,091 33,464

694 651 —_ 3,393 50,617

75,666 62 —_ 1,245 77,116

32,690 769 173 2,622 36,325

39,551 1,468 740 5,802 47,777
Meats and meat Lo
products T
1957-58 650 42,853 1,338 4 4,969 49,813
1963-64 5,08 33,315 1,519 25 7,896 47,815

1967-68 5,597 52,299 3,108 289 9,227 70,519
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TABLE 2 (conc.)

Commodity U.K. U.S.A. E.E.C. Japan Others Total

(thousands of dollars)
Hides and skins

(agricultural)
1957-58.............. 1,727 3,846 4,363 1,007 1,122 12,064
1963-64.............. 567 3,576 4,723 718 3,629 13,213
1967-68.............. 712 4,753 5,913 2,690 8,710 22,717
Cheese
1957-58.............. 3,664 245 32 — 99 4,041
1963-64.... 6,836 227 32 —_ 3,008 10,103
1967-68.............. 12,241 707 23 —_ 776 13,746
Other agricultural
exports
1957-58 36,841 1,700 51 23,262 68,829
1963-64.... 52,681 11,548 4,623 26,301 146,916
1967-68 60,135 10,292 19,625 37,475 162,764
Total agricultural
exports
1957-58.............. 251,244 229,772 162,756 80,961 178,468 903,201
1963-64.............. 300,750 171,769 173,641 135,853 642,114 1,424,128
1967-68.............. 244,132 192,137 171,691 183,431 534,558 1,325,948

Source: Compiled from Trade of Canada, Exports by Commodities, D.B.S., Annual Issues.

Exports

Canada’s three largest agricultural product markets—The United King-
dom, U.S.A. and European Economic Community have hardly grown at all.
Increase in exports is almost entirely to Japan and “other” countrics. Sales of
wheat to Socialist countrics and food aid to less developed countries have
been of greatest importance here.

Wide year-to-year fluctuations of the magnitude of $100-300 million are
another disturbing feature of the Canadian agricultural export trade. Regional
and individual commodity export earnings fluctuate far more than the total,
revealinga very vulnerable aspect of the Canadian farm cconomy.

Imports

Canada’s annual imports of agricultural products in the 1960's surpass
$1,000 million keeping pace with the growth of Gross National Product and
of general merchandise imports. Since the Second World War the annual
value of agricultural exports is only about onc-third larger than imports. The
major source of Canadian imports is the United States. From 40 to 45 per
cent of our agricultural imports arc products not produced in Canada, c.g.
citrus and other tropical or secmi-tropical fruits, sugar, rubber, tea, coffce,
cocoa, ricc and cotton. Another group, constituting 15 to 20 per cent of our
agricultural imports, are winter produced fruits and vegetables largely from
the United States and Mexico.

Trade between Canada and the U.S. in farm products is mutually advanta-
geous, except for occasional dumping and disposal of cnd-of-U.S. scason lots
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of fresh fruits and vegetables imported into Canada at distressingly low
prices. Canadian crops just coming to market or in the mid-season of market-
ing are annually exposed to the possibility of an avalanche of imported
products.

POLICIES OF IMPORTING COUNTRIES

Market and political developments in customer countries are part of the
scene in which Canadian development of agricultural policy takes place. We
briefly state some major foreign policy positions of importance to Canada’s
agricultural export trade in the coming decade.

The European Economic Community

Agriculture is an important sector in the European Economic Community
(France, West Germany, Italy, Netherlands, Belgium and Luxembourg). It
accounts for about seven per cent of the value of production in the area and
employs about 14 per cent of the Community labour force, an indication that
the average level of farm income is about one-half that of non-farm income.
Self-sufficiency in food production has risen from an average of about 85 per
cent before the Second World War to the present 90 per cent. Agricultural
output in 1968 was 31 per cent above 1957-59 levels, an increase mainly
from technological improvement revealed in a sharp decline in the farm
labour force. The level of self-sufficiency is maintained at high cost because
the structure of the farm sector is weak. Almost one-half of all farm holdings
are 12 acres or less in size. The fragmentation of holding inhibits the
efficient use of modern techniques and wastes the time operators required to
move from plot to plot. Marketing institutions and arrangements arc also
criticized as being inadequate for a modern efficient agricultural industry.
One of the two important aspects of the C.A.P. (Common Agricultural
Policy) is concerned with the improvement of production efficiency.

The C.A.P. calls for freeing trade in farm products among the six countries
and a common regulatory system for imports from all restrictions. There is
elaboratc machinery for raising Community farm prices by a system of
variable import levies and/or by fixed tariffs or a combination of these. The
C.A.P. has succeeded in raising internal prices considerably (Table 3). High
pricc supports have in turn led to embarrassing surpluses most of which
have been sold abroad with the help of export subsidies. The breakdown of
the International Grains Arrangement is in part ascribed to France selling
subsidized exports at prices well below minimum levels in the Arrangement.

Central among the institutions in Community agricultural policy is the
Europecan Agricultural Guidance and Guarantee Fund (Fond Européen
d’Oricntation ct Guarantic Agricole). The revenues of this fund derive in
part from the procceds of variable levies on agricultural product imports from
sources outside the E.E.C. and in part from Treasury contributions by the
governments of the Six. The 1969-70 F.E.O.G.A. Guidance Section budget is
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$285 million compared with the Guarantee (price support) Section expendi-
tures budgeted at $2,750 million. In addition, Treasury costs for programs
administered individually by the six governments totalled close to five billion
dollars in 19674,

The staggering costs involved in the import levies and the govern-
mental appropriations to the F.E.0.G.A. do not represent the full cost
of the C.A.P. Table 3 presents data on wholesale prices of selected farm
products in the E.E.C. and compares them with world levels. The higher prices
are of the order of 17 per cent for rice, 30 to 75 per cent for meat and eggs,
99 per cent for hard wheat and on up to 297 per cent for butter and 338 per
cent for sugar. Canadian consumers should note that they are indeed well
treated compared with their counterparts in the E.E.C. It has becn estimated
that “........ indirect costs in terms of higher prices to European (E.E.C.)
consumers is valued at $6.4 billion (annually)” and that “direct budget
expenditures for farm price support (are valued) at $7.7 billion for a total
cost of U.S. $14.1 billion annually.”® By 1968-69 the operation of the
variable levy system and other production incentives led to the creation
of burdensome stocks of butter, skim milk powder, wheat and sugar which
led Dr. Mansholt, Vice-President of the Europecan Communitics Commission,
to remark: “by 1970 we will not know what to do with our blessing”.

TABLE 3
E.E.C. Prices and World Market Prices, 1967-68

) Excess of
Community  World Market  Community

Commodity Pricel Pricc Price, %
(Al prices in U.S. dollars per 100 Ibs.)
Soft Wheat......cocccieecnrce s senescranens 4.88 2.63 86
Hard wheat... .. 7.34 3.69 99
Hulled rice 8.16 6.97 17
4.12 2.58 60
4.10 2.56 60
10.16 2.32 - 338
30.91 17.65 75
25.78 17.53 47
32.88 25.00 32

23.25 17.61 32,

85.20 21.48 297
9.18 4.60 100

1 Data are wholcsale prices and include dircct support for production of durum wheat, olive oil
and oilsceds.

Source: Ibid, Annexe 12. Converted from U.S. Dollars per 100 kg.

Growing surpluscs and the incffectiveness of farm structural adjustments
has led the E.E.C. to develop a ten ycar reform program. Under the new
Mansholt Plan, cmphasis would be shifted from support of product prices to

¢ Commission des Communautés Européennes, Com. (68) 1000 Annexe 21,
$ U.S. Secretary of Agriculture Press Release, 27 Junc 1969.
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farm structural adjustments. Incentives to move out of agriculture would be
increased by grants, advanced retirement pensions, vocational training and
the creation of 80,000 new jobs per year in agricultural areas. The Plan
proposes the creation of much larger production units, some consisting of
joint ownership and operation by a number of existing producers. An
improved structure is expected to produce a still greater output. Therefore, to
offset further increases at least partially, the Plan proposes to retire 12.5
million acres out of the 177 million currently in use for farming. The farm
Jabour force would be reduced by half, from ten million to five million by
1980. Average annual cost of the plan for the 1970’s will be $2.5 billion. The
plan also makes medium term proposals to deal with the pressing surpluses of
putter, skim milk powder and sugar. Among these is a proposed sudsidy
payment of $200 per cow slaughtered to be paid to farmers abandoning
dairying.

While the Mansholt proposals make reference to the need for dismantling
some of the mechanisms of intervention in the market and greater use of
price policy to guide production more closely to demand, there is no indica-
tion of a reversal of the inward-looking policies of the C.A.P. The Communi-
ty is expected to try to shift land resources from products now in surplus to
temperate-climate products now imported such as feed grains and beef.

The results of the E.E.C. policies have been discouraging both in and
outside the Community. The income gap between farm and non-farm families
has widened. The Vedel Commission studying French agriculture to 1985
criticized market support as “ineffective and unjust” and stated that structural
reforms have “merely accompanicd developments which would have occurred
in any case”.® Sorcnson and Hathaway have assesscd the situation as follows:

Those who belicve that a move to a Common Agricultural Policy is likely
to solve, or even appreciably alleviate, the low-income problem in E.E.C.
agriculture are likely to be disappointed. First, the most prosperous farms
are found in northern France and the Low Countrics. These are the countries
where the greatest increases in farm incomes will occur under the new
policies . ..

It should be noted that no price policy will solve the income problem of
most of these low-income farms. Only structural improvement can solve the
problem and it will require a continued reduction in farm numbers, which
is a long and difficult process. In this scnse the E.E.C. policy is not unlike
that of the United States; it gives great emphasis to income transfers from
non-farm to farm people but thc money that is transferred goes predomi-
nantly to those who arc best off in agriculture, not to the poor.”

Monctary policy adjustments in the fall of 1969 struck a body blow to the
C.A.P. The devaluation of the French franc forced the “isolation” of the

“'Pgr§pcclive A long terme de lagriculture frangaise 1968-1985", préparation du 6itme
plan, Ministére de I'Agriculture; documentation frangaise 2931, quais Voltaire, Paris 7itme.
Sorenson V. L. and Hathaway D. E.: The Grain-Livestock Economy and Trade Patterns

of the European Ecoromic Community, Institute of International Agriculture, Michigan
State University, 1968, p. 117
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French farm market from those of the other five countries, at least until the
end of the 1969-70 crop year. The mechanism agreed upon is to adjust
French farm prices to the extent of the devaluation. French farmers do not
benefit by the increase they normally would have required for their produce
due to devaluation. France is also required to impose levies on about 200
farm products exported to other member states and to third countries and
grant subsidies on imports from the trading partners. To offset the upward
revaluation of the German mark farmers in that country will receive about
U.S. $465 each year over the next four years in the form of increased
subsidies.®

Of great concern to Canadians is the possible reduction in Canadian wheat
exports brought about by increased E.E.C. import restrictions, export subsi-
dies and changes in milling techniques. Task Force estimates show wheat
imports by the E.E.C. from Canada at 42 million bushels in 1967-68 and at
40 million in 1980.° Proposed taxes on vegetable oils, increased rapeseed
production capacity of the Community and free entry of oilsceds from some
20 African countries further reduces prospects for Canadian oilsced exports
to the E.E.C.

Imports of processed agricultural products increased by 86 per cent
between 1960 and 1967, in spitc of E.E.C. cfforts toward greater sclf-suffi-
ciency in agriculture. Canada’s exports of thosc products to the Community,
largely falling in the category “other agricultural exports” increased six fold
between 1957-58 and 1967-68. Morcover, the E.E.C. processed foods
market is expected to continue expanding at a rapid rate. The implications of
the C.A.P. to world agricultural trade is disconcerting. The C.A.P. cxample
could encourage other similar trends, disturb the climate of tradc negotiations
throughout the world and lecad to a general crosion of markets for all
agricultural exports. The C.A.P. lends strong support to the age old concept
of sclf-sufficiency and leads major trading nations away from a multilatcral
approach to trade problems, a great disadvantage for Canada. Confronted
with the prospect of further unilateral E.E.C. action against Canadian
imports, Canada should employ tougher measures than in the past. She might
well follow the precedents which have been used by both Britain and the
United States against the E.E.C. in similar circumstances: threcat of retaliation
and where necessary, retaliation.

Britain

Britain is the world’s largest single import market for agricultural products.
Imports of temperate-climate agricultural products were valued at $3,873.7
million in 1964 and $4,099 million in 1968. Imports arc being replaced as a
matter of policy by domestic production. In an important policy statement

* Payment of 1,700 million German marks to be distributed, 10% from F.E.O.G.A. and
?g‘,‘g from West Germany. “Le Monde™ Sclection Hebdomadaire No. 1099 13-19 novembre,
69.

* Chapter S, Table 13.
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late in 1968, the Minister of Agriculture, Fisheries and Food proposed an
additional selective expansion of output to save a further $414.3 million in
foreign exchange by 1972-73. The major reason given for seeking increased
domestic production was in the saving of foreign exchange but protection for
British farmers does not appear inconsequential. Britain’s agricultural pro-
duction in 1966-67 to 1968-69 was 39 per cent greater than in 1954-55 to
1956-57. Table 4 gives details of the remarkable accomplishments of British
agriculture in replacing imports by domestic production. We note also that
while the world is struggling with serious grain surplus problems, Britain is
going all out in expanding grain production. Food imports in 1960-62
accounted for 31.2 per cent of all British imports and in 1966 for only 26.5
per cent.

Production increases have been stimulated by substantial government
assistance: expenditures by the Exchequer on price guarantees and produc-
tion grants in 1968-69 and 1969-70 were estimated at $727.6 million and
$823.4 million, compared with estimated net farm incomes of $1,235.1
million and $1,336.1 million respectively. Since the technique used to support
prices is primarily that of deficiency payments, consumers have generally had
the advantage of purchases at or near world prices. This is in contrast to the
E.E.C. where pricc supports arec implemented by offers-to-purchase and by
high variable import levics. Howcever, Britain does use tariffs for horticultural
imports.

Gradually more order has been introduced to British markets through
negotiating a scries of agreements by which imports are allocated to specified
exporting nations. In the casc of the Cercals Agrcements of 1964, signed
bilaterally by Britain and about twenty cxporting countrics, export suppliers
were to sharc in thc growth of the home market. Domestic production
increased so much that this provision was embarrassing to Britain and was
quietly dropped in the 1967-68 ncgotiations.

TABLE 4
Production and Imports of Agricultural Products, United Kingdom, Sclected Years

1953-54 1961-62 1967-681

Commodity Home Imports Home Imports Home Imports

(thousands of long tons)

WhEat.. oo 2,664 3,853 2,573 4,609 3,836 4,023
Barley..... .. 2,521 1,255 4,974 531 9,242 180
Oats............... 2,821 82 1,822 42 1,361 20
Maize (corn) 1,413 — 3,938 3,608

8,917 6,632 9,556 9,675 14,568 8,091
1,421 1,000 2,141 1,106 2,376 960
29 288 58 407 41 467

Total grains?

Source: Annual Review and Determination of Guarantees 1968 HMSO Cmnd. 3558.
! Forecast

2 Also includes rye, mixed grain and sorghum.
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Import quotas (by countries). were begun for apples at the end of the
Second World War, for sugar.in 1951, for butter in 1962 and bacon.in 1964
Pork and cheese are also covered by voluntary market sharing arrangements.

If Britain and Denmark should join the E.E.C. they would have to move
rapidly to adopt the C.A.P. Most estimates indicate that the cost of living in
Britain would rise by three to four per cent. Some estimates run as high as
seven per cent. Fruits and vegetables from Italy and France would take over
the British import market. An enlarged E.E.C. would sharply reduce Canadi-
an cereal and oilseed exports to Britain in the next decade and virtually
climinate cheese and apple exports. Membership in the E.E.C. would also
entail substantial adjustments in British agriculture. Under present C.A.P.
policies, resources would move toward cereals and away from hogs, poultry
and horticultural crops.

Britain will be strongly impelled to press for liberalization of the C.A.P.
when she negotiates for entry. In this she will have friends within the United
States Community. Such possible development would help Canada to main-
tain her agricultural exports to Britain and the E.E.C.

In many ways the farm policy of the United States has been similar to that
of the E.E.C. in spite of the fact that the U.S. has an agricultural surplus and
the E.E.C. a deficit and that agriculturc in the United States is only about
one-half as large, relative to the American economy as is the case of the
E.E.C. American offer-to-purchase support programs in the 1950’ led to the
accumulation of large stocks which in turn led to Public Law 480 disposal,
primarily in less developed countrics, to export subsidics and to acrcage
retirement and more severe acrcage allotment programs. An estimated 63
million acres are kept out of production by acreage diversion payments of the
U.S. government. It requires little imagination to picturc what could happen
to world markets and to prices if these acres were to be returned to commer-
cial production. One specialist, Professor Earl Heady, states that with the
continued advance of technology and foresecable markets, it will be necessary
to increasc land retirement over the decade. He notes the rapid changes in
American agriculture in the past 20 years and deduces:

(change) will have greater implications in extending the commercialization
of the agricultural industry in making tcchnology and management morc
sophisticated and responsive to change. Certainly farming will be a compet-
itive industry, partly because the level of managerial skills will rise greatly ...
I predict, by 1980, that all leading commercial farms of any complexity
will be using the scrvices of electronic computers to devise annual plans. This
system of planning will allow the manager to compare literally hundreds of
production alternatives and to select the one most suitable.”

Professor Heady's quotation emphasizes the climate of international competi-
tion in which Canadian farmers will live. The Task Force has been accused

1 Source: “U.S. Agriculture in 1980", C.A.E.D, Report 27, 1966, p. 18.
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of excessive emphasis on the need for efficiency in Canadian agriculture. On
the contrary, however, developments in the United States make it hard to be
sufficiently emphatic on the consequences for the Canadian economy, of not
‘tooling-up’ its agricultural production. The United States is by a wide margin
the largest agricultural export country in the world. American exports have
exceeded $6 billion per year for the past six years, compared with Canadian
agricultural exports of about $1.3 billion. Table 5 indicates that most Ameri-
can agricultural exports are directly competitive with Canadian i.e. in wheat,
feed grains, oilseeds, tobacco and animal products. The similarity of our
exports and the potential of U.S. capacity gives Canadians no choice.

From 1965 on there has been substantial change in the policy of the
United States with respect to agricultural exports, particularly grains but also
on other products. The Food and Agriculture Act of 1965, described as a
“milestone in post-war agricultural legislation”, provides for price support
at or near world levels for the major crops with stabilization and adjustment
programs to avoid the accumulation of surpluses. This is in contrast with
carlier legislation which placed price supports at higher than world levels.
The case of wheat is illustrative. In 1965 the loan rate (price support)
level was dropped from $1.82 to $1.30 per bushel but millers were required
to pay higher prices for all wheat consumed in the United States. Currently
the wheat price support level is $1.25 but a further $1.31 per bushel is paid
on wheat used domestically.!?

While the United States restricts some farm imports, she continues as a
large importer. Food imports were valued at 4.7 billion dollars in 1968. Just
over onc-half of the commodities imported are also produced in the United
States, the other half are tropical products. U.S. imports of “competitive or
partly competitive” products have more than doubled in the past twenty years
and grew by onec billion dollars in the last decade. This would seem to
provide an encouraging basis for Canada to participate in mutually advanta-
geous negotiations between the two countries, particularly on livestock and
livestock products and on fruits and vegetables. It is very casy to be too
critical of U.S. policies on food imports. The above import figures do not
describe an exccedingly protectionist country. Since 1934 and continuing
through scveral stages, there have been very substantial reductions in U.S.
tariffs on a large number of agricultural products. President Nixon has
presented to Congress a proposed trade bill which, if accepted, would give
limited tariff cutting power and go much further than the Trade Expansion
Act of 1962 in opening the arca on non-tariff trade negotiations. It is a
matter of urgency that U.S. export subsidy programs be subject to review in
G.A.T.T. or in another competent inter-governmental body.

1 Those who do not adhere to the acreage allotment programs are not cligible for cither
the price support or the domestic milling payments. Of the $1.31 per bushel, $0.75 is paid
by millers (and consumers) and $0.56 by the Government.
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TABLE 5
United States, Agricultural Exports, 1968

Value

Commodity (U.S. $ million)
Wheat and wheat flour (BUS.).........ccoooveviieiececeeeeeeeeseeees e erenesesessrssenas 1,227
Corn and cornmMeEal (BUS.)........c.cccceieiinininiceereetnreseessseeesesesesesersssssesssssesmens 753
Soybeans, including 0il and cake...............ccoeveerererireecricee e 1,109
TObACCO (POUNAS).....ceceeereeecteteeeie et es s sen s se s sebesssssarensnane 494
Fruits and vegetables and preparations... 457
Animal and animal products..... 625
(01312 g (o1 (L) s T = 1o SOt 1,648
TOtAL...ce ettt ea st b s s b e sn s s e ene 6,313

Source: U.S. Foreign Agricultural Trade by Commodities, U.S.D.A., 1969

The foregoing analysis of American trade and agricultural policy suggests
that there is scope for negotiation to mutual advantage for expansion of trade
in agricultural products between the two countries. The low cost of transpor-
tation as well as comparable plant diseasc and animal health regulations also
facilitate trade.

Japan

Japan has become onc of Canada’s most important markets for agricultural
products. Table 2 shows 1967-68 annual exports from Canada to Japan of
more than $183 million, only slightly behind those of the United States and
the E.E.C. Wheat and wheat flour cxports to Japan have run at or ncar $100
million per year for several years. She has become Canada’s leading market
for rapesecd and flaxsced. O.E.C.D. projections show a decline in Japancse
wheat production in the futurc and rising import rcquircments from 2.8
million metric tons in 1961-63 to morc than five million in 1975 and to 6.4
million in 1985. Only sincc the end of the Sccond World War has bread
become an important item in the dict of the Japanese. Canada has an
advantage in thc market by sclling quality wheat but the Japancse import
market, under firm government control, is competitively divided between
Canada, the U.S. and Australia, the threc major supplicrs. i

Japan’s per capita mecat consumption is only 15 pounds per ycar but is
rising rapidly. With her very limited land supply it will be nccessary to import
large quantitics of feed grains. Thus from average imports of 3.2 million
metric tons in 1961-63 O.E.C.D. projects imports of 11.7 million tons for
1975 and 17.7 million in 1985. Canada, alrcady an important supplicr, has
an opportunity to greatly cxpand barley cxports to Japan, provided our
barley is competitively priced. At the same time all Japan's incrcased meat
consumption will not be produced at home. There are limited prospects for
Canadian beef and pork exporters to get a footing in the Japanese market,
again on a pricc basis. Japan is presently removing some trade restrictions
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and is expected to remove still more. This new trade climate would respond
very well to agressive sales efforts by Canada.

The Developing Countries

Less developed countries have provided an important market for American
agricultural exports, almost all subsidized; and only a small market for
Canadian exports, primarily wheat. The importance of these markets to
Canada, however, lies largely in their ability to absorb surplus U.S. wheat,
much of which would otherwise be forced into commercial markets in compe-
tition with Canadian wheat, than in the absolute size of Canadian exports to
them. New American P. L. 480 regulations will reduce the amount of free
food aid and increase the proportion granted on low interest loans.

A more important development however, is the introduction of high yield-
ing wheats and rice and improved technologies which promise to make large
deficit areas self-sufficient. One of the most important current trends in
economic development assistance is the increased emphasis on speeding the
introduction of modern technology, especially new varieties of plants and
seeds, and the required accompanying inputs, into agriculture. Despite popu-
lation increases the performance of the devcloping countries in producing
their own food requircments in the 1970’s is expected to be better than in the
1960's. Even so, there will be a continuing place for sizeable food aid
shipments, from temperate-zone developed, to tropical developing countries
over the next decade. The Task Force recommends that planning be under-
taken by the Canadian Government on the question of supplying food aid.
The government should be prepared to make food aid commitments for
periods up to five ycars, even though this might involve planning and sup-
porting production to meet such commitments. At the same time the Canadi-
an government must do cducational and promotional work in selected devel-
oping countrics for the purpose of assuring outlets for Canadian products.
And it should develop food aid products involving the use of skim milk

powder, grains, and other Canadian farm products, whether or not they are
in surplus.

DUMPING, DISTRESS AND INJURY

The issuc for Canadian farmers in competing with low priced imports
largely relates to imports entering at cyclically or scasonally depressed prices.
Horticultural producers arc particularly affected, since the harvest scason in
the United States is carlier than the Canadian scason. However the stress is
also felt by chicken, turkey broiler, cgg and comn producers. Canada’s most
recent anti-dumping lcgislation of January 1969 is more cffective than carlier
anti-dumping legislation which became embroiled with G.A.T.T. regulations
besides being slow in application. Canadian farmers complained of dclays in
getting decisions of their complaints and of the fact that the vast majority of
their complaints could not be proven to the satisfaction of government. (The
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Canadian government actually applied value for duty only eight times on
charges of dumping between 1956 and 1968). CoL

The Canadian government has understandably been very reluctant to
impose value for duty since its application could very well result in a setback
to delicate Canadian trade negotiations. Such a setback in negotiations could
be far more costly to Canada than any possible gain from using arbitrary
valuation for duty. The whole area of dumping, injury and threatened injury
has led to serious conflicts among the signatories to G.A.T.T., forcing the
issue to become an important part of the Kennedy Round negotiations. As a
result, an Anti-Dumping Code was agreed and submitted to member govern-
ments for ratification. Canada’s special interest led it to take a leading role in
these negotiations. The Anti-Dumping agreement codifies the determination
of dumping and injury; investigation and administrative procedures; and
anti-dumping duties and provisional measures. To bring Canadian laws and
regulatory procedures into conformity with the Code, the Anti-Dumping Act
was proclaimed effective in January 1969 and an Anti-Dumping Tribunal
created. 4

Upon complaint or on the basis of information supplied by government
officials, the Deputy Minister of National Revenue can make a preliminary
determination of dumping or injury. Cause established, the Deputy refers the
case to the Anti-Dumping Tribunal, which must report within 90 days. A
provisional duty may be levied or a deposit required from the importer until
the findings of the Tribunal arc available. Only after the findings have
established damage can dumping duties be levied. The dumping duty applied
is the difference between the normal value in the export country and the
actual export price.

In dealing with products entering Canada at cyclically or scasonally
depressed prices but not being dumpced, action is taken by Order in Council
under the amended Tariff Act. Products cntering Canada at a low or distress
price can be made subject to a surtax sufficient to remedy the situation. The
use of this action is limited to 180 days unless approved by Parliament and is
subject to consultation with the G.A.T.T. members which might be affected.
Most of the problems in agricultural trade are of a scasonal or cyclical nature
and are dealt with outside the context of the Tribunal. Changes in legislation
and administrative procedures implied in the Anti-Dumping Act and in the
conscquential amendments of Canada’s tariff Icgislation provide morce cflec-
tive protection to Canadian farmers without raising the level of protection.
Questions of dumping, distress and injury would still apply whether a com-
plicated tariff structure, as now prevails for fruits and vegetables or in a free
trade situation.

In spitc of the improvement coming from the new legislation, the qucstion
of the speed essential for relief against dumping and scasonally low import
prices is still not fully available. The question of the U.S. pricc norms on
which the surtax should be applicd remains. The use of U.S.D.A. currcnt
price quotations in the arca of origin of imports has been suggested. Another
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method. has been to refer to historical price series over a period prior.to filing
the complaint. An automatic triggering device to determine when and how
much action is necessary should be established. It should be - possible to
negotiate this issue. The U.S. government, signatory to the Code, is surely
just as interested as Canada in developing the necessary administrative
machinery to provide for the application of meaningful measures of relief
against dumping or injury.

Several conclusions may be drawn from the foregoing review of the form
and direction of Canada’s trade in farm products and the domestic and trade
policies of countries which import Canadian farm products or which compete
with Canadian exports in third country markets.

1. Canadian farm exports are of such a size relative to Canadian produc-
tion that it is futile to consider a policy of self-sufficiency and withdrawal
from world markets.

2. Continued participation in international trade demands competitive
prices and therefore lower cost production.

3. The United States, Britain and E.E.C. have huge programs which
support farm incomes and in the case of the latter to encourage output. The
United States and the E.E.C. support their agriculture by export subsidies.
Similar programs would be far more costly in Canada because agricultural
exports are a far greater proportion of national income than in the other
countries.

4. A dilemma facing Canada is whether to follow (partially, and as
much as we can afford) the subsidy and protection policies of others or to let
the farm scctor take the brunt? The dilemma is more acute if the subsidy and
protection policies of other countrics arc judged to be ill-conceived and not
even in their own best intercsts.

COMMERCIAL POLICY CONSTRAINTS

Compilation of information on tariffs, liccnsing arrangements, exchange
controls, sanitary rcgulations and other documentation activities of govern-
ment arc very uscful to cxporters and prospective exporters. Documentation
activitics, however, do not create trade and governments now take a more
active role in trade promotion by cstablishing morc contacts with their
exporters, with importers of Canadian products and by bringing possible
exporters and importers together. Specialists in commodity promotion c.g. in
potatocs and pork products should be given particular assignments to expand
sales of agricultural products. Trade fairs assisted by governments arc a
valuable means of trade promotion. Japan uscs a floating trade fair which has
visited more than 100 large trading centres. The United States successfully
developed a wheat market by using mobile bakerics to encourage the Japa-
nese to become bread caters. .

Since the Sccond World War, cxport insurance and export credit have been
widely used. Canada employs the Export Development Corporation (E.D.C.)
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in this work. An international convention governing some of these activities
has been established to prevent abuses arising when extreme competition
exists in the provision of these services. The insurance policy of the E.D.C.
predecessor, the Export Credit Insurance Corporation, was “excessively con-
servative” and interest rates charged by the corporation were higher than
those charged in competing countries. The Export Development Corporation,
which has assumed all functions of E.C.I.C. will expand operations and
facilitate borrowing at lower interest rates. Canada must be fully competitive
to support farm exports, even in the face of the danger of substituting some
non-commercial sales for commercial.

During the 1970’s negotiations respecting agricultural trade are expected to
become negotiations respecting domestic agricultural policies of both import-
ing and exporting countries. This will likely include the question of using
export subsidies. However, there is understandable reluctance, and in most
situations, an outright refusal to place domestic farm policies on the negotiat-
ing table. The failure of the Kennedy Round ncgotiations respecting agricul-
ture is a case in point. However, attempts to include national agricultural
policies in international negotiations cannot be abandoned. Canada must
continue initiatives to encourage negotiation of agricultural trade multilateral-
ly. Failing success, Canada must undertake similar initiatives on the basis of
smaller groups of countrics and if necessary, on a bilateral basis. Shc must in
turn be prepared to discriminate in both agricultural and non-agricultural
trade against countrics which impose further restrictions against Canadian
agricultural exports. At the samc time governments must take a fresh look at
the use of cxport subsidies on food. She faces the challenge of cxport
subsidized products of other exporters in markets where Canada has an
already cstablished position. Further an indication of Canada's rcadincss to
compete in cxport subsidization would help to moderate the usc of this
practice by competitors. The usc of cxport subsidics in the contrast of market
development is increasingly acceptable. Canada should consider its use, for
instance, in tobacco ecxports. ’

The Task Force contends trade in agricultural products can be expanded
by implicitly bargaining away some fcaturcs of domestic agricultural protcc-
tion. Fruitful cfforts will result only when all partics approach the bargaining
table with a shelf of concessions it is prepared to make in the tradc-off
process. The main point is that in tackling this bargaining process Canadian
ncgotiators have the broadest possible leverage to make trade gains for our
agricultural products. When very substantial gains to agricultural industrics,
consumers and national trcasurics resulting from a more rational pattern of
resource use are widely known, governments may be pushed toward rationali-
zation of agricultural programs. Canada should work toward this cnd.

The foregoing asscssment of the important factors bearing on Canada's
prospective intcrnational trade opportunitics in agricultural products can best
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be placed in perspective by a quote of Mr. J. H. Richter of the Staff of the
International Federation of Agricultural Producers. He states,

One might even say, paradoxically, that in the relatively near future, the
growth of commercial agricultural trade is likely to be hampered either by
the growth of protection or by the growth of productivity. Clearly, the
world's choice must be for the latter. But in any case, it will be the better
part of wisdom for all agricultural exporting countries of the temperate zone
to face this prospect realistically in their negotiations as well as in their
international and domestic policies.”

There arc positive and constructive initiatives which Canada can and must
take in the international trade arcna—consistent with the above statement.
Most important is in providing leadership in re-structuring G.A.T.T. so that
it can constructively discuss non-tariff barriers, price supports, and the rela-
tion between monetary and trade policies.

RECOMMENDATIONS

1. The Canadian Government must take further initiatives (as opposed to
merely reacting to others’ proposals) in attempting to reduce tariffs on
agricultural products. What is essential herc is a re-appraisal of the old
notion, that every tariff cut represents a loss and is to be bargained against
similar cuts (assumcd to be losses) by others. Canada must assert strong
leadership in the direction of sccuring a resumption of trade discussions on a
multilateral basis and insist on including agriculture. Failing success, Canada
must be willing to join trade arrangements with small groups of nations,
including where neccessary, bilateral trade treatics (c.g. with the United
States). Further, Canada must in international negotiations show a readiness
to discriminate in agricultural and non-agricultural commoditics against coun-
trics or blocs which imposc restrictions on Canadian agricultural exports.

2. The primary specific trade goal of Canada should be to negotiate a free
trade Continental Market with the United States for livestock and livestock
products, feced grains, oilsceds, potatocs and some fruits and vegetables.

3. Government must be willing to subject other sectors of the Canadian
cconomy to increased foreign competition. For example the so-called “volun-
tary quotas” on Japanesc textiles and other manufactures adversely affect the
willingness and ability of the Japanese to purchasc Canadian grains and meat.
If other scctors of the Canadian cconomy have not made the adjustments
necessary to become competitive (as most of agriculture has), then it is time
they were helped to do so by the pressure of competition.

4. Canadian agricultural development and farm incomes are adverscly
affected by tariffs on farm inputs and on inputs used in the agricultural
processing industrics. These dutics should be removed in the interest of

——

" *“World Agriculture”, Washington, .F.A.P., Vol. 18 No. 3, 1969 p. 18.
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making Canadian farm products more competitive, particularly in an interna-
tional context. Appendix 1 to this chapter lists the more important input
items on which such action should be taken.

5. Canada must experiment with pricing strategies aimed at meeting dump-
ing of products by its competitors, e.g. 1968 and 1969 barley exports by
France to Japan. This might be the best possible means to restore interna-
tonal competition to a commercial basis.

6. Increased trade promotion and trade development activities are
required. Support and encouragement must be given for joint endeavours by
farm groups, by the federal and provincial governments, by trade associations
and private business.

7. Export credit and export insurance. The Export Development Corpora-
tion must be fully competitive, in its time horizons and interest rates, with
similar bodies in other countries. Credit terms are often as crucial to sales as
are prices.

8. Canadian grades and grading must be improved on many agricultural
commoditics. Failure to move to protein grading has resulted in loss of wheat
sales.

9. Emphasis must be placed on continuity of supply for cxport markets.
Because export markets arc residual markets for many products and often
yield a lower net price than the home market, there has been a tendency to
turn to them only in emergencics, a poor way to crcatc a market for exports.
British Columbia apples, controlled by a provincial marketing board present
a sharp contrast to tobacco, winter wheat and white beans also marketed by
provincial marketing boards.

10. Plan food aid to less developed countrics. While the Task Force
welcomes the break-through in the application of newly-developed grains in
the developing countries, substantial food aid requirements will continuc for
many ycars. Canada’s contribution to food aid nceds should be carcfully
planned and involve commitments of specific quantitics of specific foods
for periods up to five ycars.

11. Market research must be greatly expanded. The rescarch should reveal
(1) size of markets; (2) quality of products demanded; (3) ‘how markets arc
changing; and (4) market stratcgics for Canadian firms. Through rescarch,
government must attempt to anticipatc intcrnational trade devclopments
before they occur, pass along warnings and advisc and give assistance to
farmers so that they might take advantage of or avoid the impacts of such
developments. The Task Force has observed that there is insufficient “for-
ward looking” rescarch and that there is a gap between those undertaking the
rescarch and the farmers who make production dccisions.

12. Domestic farm policy must be made consistent with changing interna-
tional developments.
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APPENDIX 1

Input Items on Which Existing Canadian Import Duties Should Be Removed

Most
Favoured
Tariff Nation
Item No. Description Per Cent :
6905-1  Cattle food......... 10 |
6921-1 Feeds n.o.p 5
6922-1 Bran, shorts 5 . bt
6923=1  DEd BOCE PUID..... oottt stas s s e senesemsemessossesessasssaereen 5 ‘
6924-1 Brewer’s and distiller’s grain.............. 5
6925-1 Grain hulls.. 5
6926-1 Flaxseed screening....... 5 «
6927-1 SCICENUNE NLO.Pucovcnreireriiiersensiesesesesssssssssssasesrsssssssssssssssssesassensssssssesnsassesess 5
6928 By-products from mxllmg Of BrAIM.c e sseasssessasnns 5
40112-1  Wire fencing, mesh, netting, screening......... 124
42700-1  Machines, n.o.p. fans, conveyors, feed mixers etC......oeueevveeeeercecvennene. 17%
44603-1 Manufactures of iron and steel, n.o.p. poultry, waterers and feeders, ‘
wire gates, haying equipment, milk parlor stalls, etc..................... 17% ‘ “ y
44706-1 Water pumps, hand or power............... 174 i
44725-1  Well points, well screens, well strainers.............. . 7%
179001 PLICC LAES, Clluuiniirinrirrereresreasrereinssesesesssassesesessssessasssssesssasesssssasssssssesssasesens 20
19300-1  Paper SACKS OF BAES......oocuieeerveeerreerrenrecsereesssssereresssssesesssssesessaesssenssses 15
19900-3  Paper milk BOLC CAPS.....coveeeerrerceeree e sesnsesesesesesesesenese 173
19910-1 Containers from fibreboard............. reereasrenebeneaneneatnes 17%
19911-1  Fibreboard shipping containers........coeevveeveeeveerrrenennn, 15
19950-1  Wire reinforced paper tape for packagmg of fruit, vegetables or other
farm products 10
409461  Pasteurizers for dairying purposcs.... 15
40952-1  Milk cvaporators. 7%
40960-1  Materials and parts for silo CONStRUCUON. ...coceie e 10
41800-1  Machinery to manufacture poultry feed and fertilizers from fish........ 10
42732-1 Mnchincry for dairying purposcs, power churns, cookers, ice cream
mixcrs, ctc.. 15
42733-1  Machinery for dairying purposes, power filters and cappers, power
washers, ice-breaking machinery, cte...... 7% L
43105-1  Shovels and spades 15 ]
43110-1  Hoces, fOrKS.......corvrirercrrenvnrerereneseneresecanesens . 15 :
43205-1 Dairy, hollow ware.............. . 17% i
43215-1 Tinplate containers for canning foods............. 17%
54325-1 Bags of jute, hemp, linen or sisal 12%
66330 Iodized mincral salts for feed........ . 5
66335 Fish meal 10
66340 Oyster shell for POultry.....ecerenrieeeceerenerosane 5
Source: Trade of Canada, Imports by Commoditics, D.B.S December 1968,
te
i
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