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chapter eleven

GOVERNMENT, AGRIBUSINESS!, AND FARMER
ORGANIZATIONS

In this chapter we confront onc of the most difficult and contentious prob-
lems addressed by the Task Force—the formulation and implementation of
agricultural policy. In the chapter on Goals we have discussed some general
objectives—many of them somewhat abstract—and in the several chapters
on commoditics we have considered in detail what policies or programs the
Task Force thinks ought to be undertaken in regard to wheat, milk and so
forth. Policy making however is not a once-and-for-all matter but one that
must be continuous intelligent formulation and implementation of policy
involving undcrstanding the system, sensing change in it, anticipating and
recognizing problems and opportunitics, analyzing and planning concerning
them, implementing plans and cvaluating results and then (usually) amend-
ing plans and programs. New problems and opportunitics arise and create a
new environment in the light of which old programs must be re-assessed.

To the Task Force it appears that improvements in How policy is for-
mulated and implemented (the rationale and the machinery) are if anything
more important in the long run than improvements in What policies are
adopted. So far as the Task Force is concerned the long term contributions it
makes will arisc from the advice it gives concerning the process of making
policics and the organizational structure for implementing them. The wheat

! Throughout this report we have used the term “agribusiness” to refer to those firms
“‘hfch provide farm supplies and certain dircct services to farmers as well as those firms
which market farm-produced commodities. This use of the term “agribusiness™ is the com-
Mmon one in Canada but it differs from the original definition formulated by Professor John

avis of Harvard who included commercial farm firms as well as farm supply and
marketing firms,
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crisis will pass away and new and unforeseen crises will take its place; the
continuing questions relate to the process and machinery for coping with
them; if the process and machinery are satisfactory, the decisions themselves
are likely to be satisfactory.

Policy making is only part of a satisfactory whole. Few exercises are as
pointless as recommendijng objectives, policies and programs without agree-
ment as to who has responsibility and authority to implement. Thus not only
must satisfactory decisions be made but there must be clear-cut responsibility
and authority for implementation and review.

A. THE AGRICULTURAL SYSTEM

In this section we turn to a brief discussion of agriculture as an organized
system. The circular flow diagram of Figure 1 illustrates the interdependence
of the various component groups in the agricultural system whereby each
component is directly dependent upon the group behind it for inputs and
upon the group ahead of it for markets. Farms, marketing firms, consumers
and industry (including farm supply firms) are each an essential part of the
circular flow. As Figure 1 indicates, governments have an important role in
affecting the relationships between any two groups as well as the actions and
performance of any group.

In the industry are 400,000 farms, 500,000 farm workers and close to
2,000,000 farm people. Farmers sell about $4.4 billion of farm commodities
per year. Providing supplies and services to farmers are thousands of firms:
in 1968 farmers bought about $425 million of farm machinery2, $212 million
of fertilizers, $54 million of pesticides, $568 million of feed (through
commercial channels), and spent $245 million on new construction. They
spent other millions on electricity, telephones, gasoline, banking services and
so forth. Total farm operating expenses were estimated at $2,681 million in
that year, excluding depreciation on buildings and machinery. All these
purchases represent a substantial amount of demand for Canadian labour
and investment in thc non-farm sectors of the economy. These purchases
represent essential demand for the farm supply firms. Buying and .selling
however, is not a one-way street in which one party is doing the other a
favour. Farmers presumably needed or at least found it advantageous to buy,
$425 million of farm machinery etc. Without it, and the fertilizers, pesticides
and so forth, farm production costs would have been higher.

In 1968 farmers paid about $185 million in taxes on land and buildings to
municipal governments.

Marketing firms involved in assembling, transporting, storing, processing,
wholesaling and retailing farm products constitute another major sector of
agricultural industry. Table 1 gives an indication of the magnitude of this
sector of agriculture; firms processing farm products only into basic foods
and feed had sales of $4.8 billion in 1966 and paid $665 million in salaries

*This is the figure for sales by manufacturers to dealers and not necessarily equal to sales
to farmers. Data from C.D.A. Outlook 1969. Page 209-211.
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FIGURE 1 THE CANADIAN AGRICULTURAL INDUSTRY
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and wages to 146,000 employees. This does not include the wineries, brewer-
ies, distilleries, tobacco manufacturers and a number of other firms which
also use farm products nor the retailers and traders in processed products.

About 21 million Canadian consumers spent $8.5 billion on food and
another $2.5 billion on tobacco and alcoholic beverages in 1968.

Along with farms, farm marketing firms, and farm supply firms there is
another major participant in agriculture—government. A quote from a
research paper written for the Task Force in 1968 is relevant here:

The Canada Department of Agriculture now employs more than 12,000
people full-time, of whom more than 2,000 arc professional scientists. The
Decpartment operates more than 200 scparate cstablishments, including
27 experimental farms, 13 rescarch stations and 8 rescarch institutes. In
addition, the Rural Development Branch in the Department of Forestry and
Rural Development spends $6 million on central ARDA rescarch and
about $33 million on participating projects with provinces.

It administers as well the Fund for Rural Economic Development (FRED)
which amounts to several hundreds of millions. Other important federal
agencies that are part of the agricultural community include the Canadian
Wheat Board, the Farm Credit Corporation, the Canadian Dairy Commission,
the Canadian Livestock Feed Board, the Board of Grain Commissioners,
and the Veterans’ Land Act Administration, to list only the most
important . . .

The agricultural community includes as well ten provincial departments
of agriculturc with a combined budget in cxcess of $200 million annually
and employing an cstimated 30,000 persons. Six provinces maintain university
cstablishments in agriculture, while all provinces have sccondary and post-
sccondary vocational agricultural colleges, schools or institutes.*

B. GOVERNMENT

The Role of Government in the Organizational Structure of Agriculture

Onc of the most basic questions in Canadian agriculturc rclates to the
cxtent, nature and cffcctivencess of government involvement. It is obvious that
action—perhaps drastic and far-reaching—must be taken by many individu-
als and organizations to help definc the problems of agriculture and formulate
and implement the policics and programs necessary to bring about improve-
ment. Few excrcisces arc as pointless as iccommending objectives, policics and
programs without agreement as to who has responsibility and authority to
implement. The Federal and provincial governments have become deeply
involved—many argue primarily responsible—for the overall well-being of
agriculture. Government power over agriculture includes the right to decide
and/or influcnce objectives and policy, legislate and implement programs and
through the distribution of tax revenue, allocate funds to agriculture and from
onc province to another.

Such extensive political power is offsct by checks and balances that tend
not only to guard against its abusc but also somctimes to obstruct its pur-
poscs. Nevertheless, no organization cxcrcising this kind of power can absolve
itsclf of responsibility for results.

s Paper prepared by Professor H. Whalen of Memorial Univensity.
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TaBLE 1
Statistics Relating to Certain Manufacturing Industries, Canada, 1966

Total
Value of Total Value Total Salaries
Shipments Added Employees and Wages
$°000 $°000 $°000
Slaughtering and Meat Processors........ 1,632,830 305,249 30,289 163,539
Poultry Processors...........ccocoveeeerrrennnee 227,776 41,301 6,699 22,238
Dairy Factories............cccecvevenne .. 1,070,972 286,790 31,845 147,202
Process Cheese Manufacturers 85,467 36,996 . 1,710 11,181
Fruit and Vegetable Canners and

PrOSCIVErS.....ovececeeeeeee e 200,311 20,558 81,739
Fecd Manufacturers.... 113,844 8,869 40,310
Flour Mills....oiioeeeeeecerene 59,339 4,350 22,300
Breakfast Cercal Manufacturers........ 48,503 30,954 1,361 7,550
Biscuit Manufacturers................... 109,051 58,055 6,636 27,857
Bakerics... ererereeinneens 463,442 247,541 34,092 141,419
Sub-Total Foods .............................. 4,840,878 1,380,380 146,409 665,335
Distilleries v e 263,188 186,275 5,398 33,957
BrOWCTICS cveeeveieeeeeeeeeeeee e 321,314 232,880 9,391 61,495
WINCHES. ..o rene 25,059 14,029 755 4,425
Sub-Total Beverages........................ 609,561 433,184 15,544 102,877
Leaf Tobacco Processing...........ecvvvneee 128,225 19,779 1,494 5,379
Tobacco Products Manufacturers.......... 301,591 151,243 8,683 47,750
Sub-Total Tobacco Products.......... 429,816 171,022 10,177 53,129

Sounce: Patterson R.A. A Survey of Selected Segments of Canadian Agribusiness” Material
compiled from DBS data.

In view of the decp scated problems and sombre prospects of Canadian
agriculture, we must attempt to resolve scveral basic issues in regard to the
roles of the Federal and provincial governments. Some of these arc as
follows:

What idcally should be the roles of government in agriculture?

What is the naturc and cxtent of the involvement of Federal and Provin-

cial governments in agriculture?

What criteria should be used to cvaluate the performance of govern-

ments in agriculturc?

How well have governments performed their roles in agriculture?

Who ultimately is responsible for diagnosing the problems of agriculture

and taking the action to solve them?

What kind of overall structurc and relationship for the key groups in

agriculture would be best?

How should governments, farmers, farm organizations and agribusiness

fit into this idcal organization?
Until these issues have been rescarched, communicated and debated, at lcast
to the point of a workablc consensus, Canadian agriculturc will probably
continuc in its present state. No onc will be able cffectively to assign
responsibility for the problems relating to unsatisfactory income performance
on any individual and/or organization, nor will any onc have a mandate to
bring about nceded improvement.

GOVERNMENT; AGRIBUSINLSS; FARMER ORGANIZATIONS m




Current Issues

Study of research reports, press comments and statements by farmers and
farm leaders make it clear that there are many issues being raised in regard to
government participation in agriculture. We present a number of quotations
to highlight four main issues and to show the diversity of opinion on these.

1. Extent and Nature of Government Involvement

In regard to government involvement, farmers scem divided: Some western
cattle and grain farmers are vocal supporters of less government involvement.
As one western cattleman put it:

There is nothing much wrong with agriculture that wouldn’t be improved
if the government moved out.

The opposing point of view was stated by a turkey grower:
Let’s face it, the only way out of this mess is for thc government to take
complete control. They have to say what to produce, how much to plant,
when and how it will be sold and what the price will be. Otherwise you
have farmers fighting cach other.

Effectiveness of government involvement

Consideration of the issue of the cffcctiveness of government involvement
leads to questioning whether the government is doing the right things. For
cxample, onc well known authority on agriculture has written about poverty
as follows:

The rural poverty problem has been around a long time and it remains
a hard-core, unsolved problem in the 1960°s . . . There have been policies
and there have been programs for combating rural poverty. But it is a sad
story of incfTective policics and programs; it is a record of roo little, too late.
(Cochrane, Willard V., The City Man's Guide to the Farm Problem, P. 194).

An allegation of lack of cffectiveness in government policy rclated to
rescarch was:

For some ycars now, attention has been drawn to the lack of co-ordination
between rescarch in the ficld of physical and biological scicnces and in the
socio-cconomic field. Very often, rescarch is not at all oriented toward the
solution of problems of competition that face the country of a given region.
It even scems that too many resources arc used on certain projects which
are not cconomically viable, cither on a short-term, middle-term or long-
term basis. (M. Dancau and Y. Dube, Federal Provincial Relations in
Agriculture in Canada, Ch. V. A study for the Task Force.)

Efficiency of government involvement

Many farmers arc sceptical that good dollar value is derived from govern-
ment agricultural expenditures. Onc provincial official stated that there could
be considerable waste and graft in his province's production subsidy program.

There have been few known and publicized in-depth reviews of existing
programs and their results. Programs like PFAA, PFRA, MMRA ctc. have
been in existence for years; they may have good results or bad results or
(more likely) both but the point is that adequate reviews of these good or
bad rcsults have never been made and publicized.
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It is, of course, impossible to poll all the stakeholders in agriculture to find
out what all the issues are and what the concensus is on each. Comments
such as those above are, however, frequently repeated. In spite of the fact
that it is impossible to judge whether they are truly representative or not
they represent the attitudes and conclusions of many farmers, government
officials and responsible observers of government agricultural policy. As such,
they deserve consideration. If they are wrong the reasons why should be
spelled out publicly; if they are not wrong the underlying problems should be
diagnosed and corrected.

2. Lack of Integrated Objectives

For many years governments have been following a haphazard approach to
agricultural problems. The general policy has been to attack individual
problems as they appear. Many programs end up conflicting with each
other. Worse yet, they often conflict with the ultimate objective of increasing
farm incomes. (Report of the Special Committee on Farm Income in
Ontario, p. 27).

The basic conflict in Canadian agricultural policy has been an implicit
cheap food policy and an explicit small farm maintenance policy. The
developmental policies of rescarch, extension, subsidized credit, settlement
expansion and resource development, actually contribute to and constitute
the so-called ‘implicit’ cheap food policy.

‘The provisions of various acts favoring small farms, such as the Homestead
provisions, Agricultural Stabilization Act provisions, P.F.A.A. provisions,
credit ceilings and cash grants, are cvidence of the existence of an explicit
small farm maintenance policy.

Not only have the two policies been pursued simultancously in Canada but
arc in dircct conflict with cach other. This is the heart of the basic conflict
in agricultural policy, a cheap food policy together with a small farm
maintcnance policy. (Philip J. Thair, Goals for Agricultural Policy, a study
undertaken for the Task Force).

As for the programs connccted with the development of resources, irrigation
and drainage programs, community programs relating to pasturcland, con-
scrvation programs, these have double objectives: (1) to increase the
cfliciency and yicld of the farming scctor by an intelligent use of soil and
water; (2) to protect, if not incrcase, the national heritage in these areas.
Nonec will doubt the validity of these objectives. But there can be no doubt
that they may conflict with the objectives of other agricultural programs.
For cxample, certain farm programs aim at incrcasing both prices and the
carnings of farmers. How arc these objectives consistent with thosc aimed
at increasing production, at developing resources? (M. Dancau and Y. Dube,
Federal Provincial and Interprovincial Relations in Agriculture in Canada,
Ch. 8.) op. cit.

3. Expediency in Decision Making

Canadian farm policy since 1930 . . . has been largely onc of providing
cxpedicnt measures to meet crises of depression, drought, war inflation and
surpluses . . . There is little cvidence that Canada has had any overall
national policy based on clear thinking and cconomic and sociological
rescarch facts. (Lorne Hurd, Policy Rescarch is Agriculture’s Greatest Need,
Agricultural Institute Review, Jan.-Fcb. 1960).
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4. The Issue of Independence

Some people have argued that government involvement in agriculture has
become so pervasive that it has reduced, perhaps considerably, the will and
ability of the farmer to stand on his own. Government responses to farm
problems have, for better or worse, resulted in a system where many farmers
hold the government responsible for solving their problems. A major difficul-
ty arises, of course, when individuals or organizations in the government,
justifiably or not, have a very different view of their rolec and do not accept
such a responsibility.

As a result of the political reality that Canadian voters arc divided 92%
non-farmer and 8% farmer and as the government increases its influcnce in
agriculture it must give primary attention to the vicws of the urban popula-
tionf, This political reality applics, of course, to all minority groups.

It is also perhaps worthwhile to speculate about the cffect of government
involvement on farm organizations. It is noticcable that farm organizations
often place their fate in the hands of the government to a much greater extent
than business and unions, the other major countervailing powers in our
society.

Government Involvement in Agriculture

While it is practically impossible to describe accurately the total govern-
ment involvement in agriculture ranging over the Federal, provincial and local
levels and from formal, dircct, open and legal control to informal, indirect and
subtle influcnces, a short summary of thc more obvious aspects has been
stated by Garland and Hudson?®:

The traditional structurc of agriculture, consisting of a large number of
independent, small-scale, family-operated farm units, plagued by variable
yiclds and variable prices and under pressure to make continual adjustments
to keep pace with technological and economic development, has invited a
much greater degree of governmental involvement than is the case with
other industries.

Land scttlement programs providing for grants and sales of land to
prospective scttlers during the first 60 ycars following Confederation were
the first form of government involvement in agriculture in Canada. During
thosc carly ycars of scttlement government assistance to increase the produc-
tion of crops and livestock was provided through grants to agricultural
socictics whose aim was to improve production and marketing cfficiency.’
The Health of Animals Act of 1879 involved the federal government in the
control and prevention of livestock discases. The cstablishment of the
federal experimental farms system in 1886 was the beginning of the experi-
mental and scientific rescarch work which has played such a large part in
the development of the agriculture industry in Canada. It was during the

*The 92:8 ratio gives an crroncous impression. Rural-utban representation in the House
of Commons is of the order of one-third versus two-thirds. In a free vote on an issue
involving a clcar conflict between farm and urban interests almost all of the members from
the Prairic provinces and large numbers from other provinces would vote rural. (David
L. MacFarlane).

. $Garland, S. W. and Hudson, S. C., Government Involvement in Agriculiure, a study
for the Task Force, pp. 314-318.

¢\W. M. Drummond, ¢t al, A Review of Agricultural Policy In Canada, The Agricultural

Economics Rescarch Council of Canada, June 1966.
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last decade of the 19th century,” when financial assistance was provided for
the establishment and operation of dairy plants and equipment that the
federal government introduced its first real program to improve the quality
of farm products.

The expansion of agriculture on the Prairies in the early 1900’s brought
grain marketing problems, with resultant pressure from producers to improve
marketing facilities and the subsequent involvement of both the federal and
provincial governments in marketing. The Manitoba Government operated
country elevators in 1909 and 1910, and in 1913 the federal government
undertook the operation of terminal elevator facilities.

The 1920’s saw an expansion of the rescarch work begun with the establish-
ment of the experimental farm system. Inspection and grading which had
previously been largely confined to products for export were extended to
many agricultural products sold for domestic use.

The depression of the 1930%s with the accompanying drought in the Prairie
Provinces gave rise to various forms of relief assistance and thus involved
governments in income maintenance payments as well as in conservation
and rchabilitation programs. The Canadian Wheat Board, the Prairie Farm
Rchabilitation Administration and the Prairiec Farm Assistance Administra-
tion which were cstablished by the federal government during that period
are still operative.

Price controls and programs to stimulate production as part of the overall
war cffort were introduced in the carly 1940's by the federal government. Cash
payments were made to farmers to supplement their incomes in lieu of
price increases and to encourage shifts in production from one product to
another and quality premiums were introduced to obtain the type of product
required. Public funds were also uscd to subsidize the purchase of a wide
range of agricultural production inputs including feed, seed, fertilizer,
limestone and machinery.

During the carly post-war years, price controls were relaxed and eventually
climinated. Subsidies were reduced and most were eventually discontinued.
However, agricultural limestone subsidies, freight assistance on feed grain
shipped to castern Canada and British Columbia and hog quality premiums
are war-time programs that became a permanent part of the post-war
agricultural assistance program. Legislation passed in 1944 to provide for
the support of prices of agricultural products during the transition from war
1o peace was given continuing status in 1950. The Farm Improvement Loans
Act of 1944 provided a federal government guarantee for short and inter-
mediate term loans to farmers. Financial assistance was provided for veterans
of the armed forces for land scttlement, under terms of the Veterans' Land
Act. Provincial governments assisted by making new lands available for
scttlement, often with special provisions for financing clearing and breaking.
The rapidly changing technology in agriculture brought increased require-
ments for capital to finance farm operations in the 1950s. To assist in
mecting this demand the federal government and almost all provincial
governments introduced new farm credit programs. During this decade the
provincial governments intensified their cxtension activities with increased
cmphasis on conscrvation, quality improvement, cradication of discase,
increased production and farm management.

The Agricultural Prices Support Act of the federal government was replaced
by the Agricultural Stabilization Act in 1958, making pricc support manda-
tory for ninc key commoditics. The Crop Insurance Act, Farm Machinery

' Ibid, p. 21.
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Syndicates Credit Act, Agricultural and Rural Development Act and the
Canadian Dairy Commission Act have been enacted by the federal govern-
ment during the past decade as part of the effort to improve the economic
welfare of the agriculture industry.

An indication of the extent and rate of growth of government involvement
in agriculture can be obtained from a comparison of federal and provincial
government expenditures on agriculture during the three years 1964-65 to
1966-67 with government expenditures on agriculture during the 1930'.
Total government expenditures on agriculture amounted to $442 million in
1966-67, $387 million in 1965-66 and $323 million in 1964-65 compared
with $22 million in 1933-34, $62 million in 1937-38 and $66 million in
1943-44, :

The factors responsible for the phenomenal growth may be determined by
dividing expenditures into three broad groups based on the nature of the
individual program. These groups are (1) thosc intended to facilitate the
production and marketing of farm products; (2) those concerned with
producer price and income maintenance; and (3) programs of research,
education and extension. Production and marketing programs accounted for
60 per cent of government assistance in 1933-34 as compared with 35 per
cent in 1966-67. At the same time expenditures for price and income
maintenance increased from 16 per cent in 1933-34 to 41 per cent in
1966-67. Large rclief expenditures in rural areas of western Canada during
the 1930's and wartime expenditures in connection with agricultural produc-
tion caused the percentage distribution for 1937-38 and 1943-44 to depart
somewhat from the overall trend. Expenditures on cducation, rescarch and
extension accounted for 19 per cent of expenditures in 1933-34, cssentially
the same proportion as in the ycars 1964-65 to 1966-67.

Table 2 helps to put. government expenditures on agriculture in perspec-
tive. The total of $442 million in 1965-66 does not include expenditurcs for
the benefit of agriculture in a variety of other federal or provincial depart-
ments such as Industry Trade and Commerce, Post Office, Forestry, Encrgy
Mines and Resources and the like. ‘

This total represents an expenditure of about $20 per capita for the total
Canadian population. To see this figure in perspective it can be compared to
per capita expenditures of roughly $8 on the C.B.C. and $90 on National
Defence. .

Another way of viewing this situation is to scc government as a collector
and allocator of revenues and resources. Although it is not necessary for us to
cvaluate the rationale of the collection method—this was presumably covered
by the Carter Commission—we should assess the cffectiveness and cfficiency
of the government as an allocator of resources (a) from the rest of the
cconomy to agriculturc and (b) among competing projects in agriculture.
Some of the other chapters in this Report indicate that a considerable number
of programs arc of dubious valuc. Many programs arc apparcntly being
carricd on without the tough minded, systematic procedures desirable for
cvaluation of total costs, benefits and return on investment. There does not
scem to be enough pressure to cancel programs that have cither served their
purposc or proven unsatisfactory. Lacking tight criteria and practical routines
for cvaluation, programs tend to be carried on from year to ycar.

Perhaps the most difficult aspect of government involvement in agriculture
is that it has become so cxtensive and complex that it is impossible to
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TABLE 2
Distribution of Government Expenditures on Agriculture by Major Category, Selected Years, 1933-34 to 1966-67

Production and Price and Income  Education, Research
Marketing Support Extension Administration Wartime
Yecar Amount Per cent Amount Per cent Amount Per cent Amount Percent  Amount Percent Total Amount
(thousand (thousand (thousand (thousand (thousand (thousand .
dollars) dollars) dollars) dollars) dollars) * dollars)
1933-34. .. ... 13,040 60.3 3,414 15.8 4,140 19.1 1,039 4.8 21,633
1937-38... 20,631 33.3 33,814 54.5 6,482 10.4 1,115 1.8 62,042
1943440 24,788 15.9 34,358 2.0 5,630 3.6 1,487 1.0 89,813 57.5 156,076
1943442 24,788 37.4 34,358 51.9 5,630 8.5 1,487 2.2 66,263
1964-65.........cccooiie 130,713 40.4 116,069 35.9 67,831 21.0 8,720 2.7 323,362
136,613 35.3 162,178 41.8 76,237 19.7 12,314 3.2 387,342
156,339 35.4 180,329 40.8 89,190 20.2 16,197 3.6 442,054

1Including wartime expenditure.
2Excluding wartime expenditure.

Source: Expenditure data for 1933-34, 1937-38 and 1943-44 from Agriculture, Reference Book for Dominion-Provincial Conference on Reconstruction, 1945,

Tables 1 and S, pp. 82 and 84.
Reprinted from Garland, S. W. and Hudson, S, C. Government Involvement in Agriculture, a study for the Task Force.




describe and assess it. Due to the complexity and fragmentation of Federal
Government departments and agencies concerned with agriculture, as well as
the problems of federal-provincial co-ordination, no structure of authority
and responsiblity exists for integrating and co-ordinating government
activities.

Recommendations as to how to change and integrate the organizations
involved to bring the functions of government in agriculture under better
control are presented in the last section of this chapter.

The Political Bargaining Arena of Canadian Agriculture

In order to understand the role of government, it is necessary to begin with
an overview of the organizational system which constitutes “Canadian
Agriculture”. v

Although there are: literally hundreds of significant groups involved,
Canadian agricultural policy is governed primarily by the interplay of the
following interests and’ points of view:

—farmers and farm population divided into sub-groups relating to com-
modities, regions, income classes and political-cconomic biases.

—agribusiness divided into sub-groups rclate primarily to commodities
and functions. ' ,

—provincial governments standing both individually and combining in
groups related to regions and common problems.

—consumers whose desires are made known through independent con-
sumer associations and the Federal Government Department of Con-
sumer and Corporate Affairs.

—Federal government departments and agencics who present and
defend points of view related to various functions, departments, pro-
grams and policies.’

In addition there are many jurisdictional questions associated with the
federal-provincial divisibn of responsibilities in agriculture.

The constitutional division of jurisdictions in agriculture scts up a joint
assignment of authority with priority to Federal legislation. The pertinent
legislation, scction 95 ;of thc B.N.A. Act, describes the rclationship as
follows: ‘

In cach Province the Legislature may make laws in relations to Agriculturce in
the Province . . . and it is hereby declared that the Parliament of Canada
may . . . make laws in relation to agriculturc in all or any of the
Provinces . . . and any law of the Legislature of a Province relative to
Agriculture . . . shall have cffect in and for the Province as long and as far
only as it is not repugnant to any Act of the Parliament of Canada.

Despite the apparent clarity of this text, many legal issucs have arisen,
especially in regard to the scopc and naturc of activitics that constitute
“agriculturc”, and what constitutes legislation that is *repugnant” to a Feder-
al Act. As agricultural affairs have worked out in practicc a complex mix of
joint Provincial-Fedcral responsibilitics has cvolved. It is important to note
that all cleven governments co-operate with cordiality and a real degree of
success in attempting to work out mutually acceptable policics and solutions.
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Philosophy—the Role of Government

There never has been and there never will be full agreement about the
proper role of government in relation to an economy or a sector of an
economy. Obviously a great deal depends upon the political philosophy of the
people, the social structure, the distribution of wealth, the capacity and
honesty of the civil service and even seemingly non-political events like
droughts and inventions. In a country like Canada, governments provide
certain services exclusively (post office), control partly public, partly private
enterprises (airline franchises), support some prices (butter) leave other
enterprises almost completely free (beef) and operate monetary, fiscal and
commercial policies. In a pluralistic® society, it is natural that the role of
government will be conceived quite differently by different groups and in
regard to different sectors. Yet some generalization is necessary if the ques-
tion of the role of government is to be seen in perspective and general
guidelines developed for action.

Table 3 presents a rough spectrum of government involvement in agricul-
ture, varying from the minimum in Stage One to the maximum in Stage Five.
Table 4 spells out some of the major characteristics of these five stages
especially as they relate to farmers. Obviously these two tables are entirely
arbitrary in their numbers and description of stages but they help to put the
extent of government involvement into perspective.

It is instructive to attempt to place different countries in the various stages
of Table 3 and to attempt to dectermine whether they are moving in the
direction of more planning or less. However, any attempt to make such a
generalization runs into problems because of the complexities involved and a
lack of the hard rescarch data necessary to make judgments that are more
than rough approximations. Countries such as Mainland China and the
U.S.S.R. arc in Stage Five, with almost total government planning and con-
trol. In a mixed ecconomy in which ownership and control are divided
between the government and private owners it is difficult to generalize with
confidence because the type and extent of government involvement varies so
much among different scctors of the economy.

The most important controversy in regard to government involvement—the
basic issuc between the approaches of communist and western countries—
relates primarily to the ideal model to be sought in the organization of a
political-cconomic-social system. The western assumption is that a demo-
cratic political system cnsuring the highest practical degree of individual
frcedom is of primary importance and that government cconomic planning
must be conditioned by this supreme principle. The guiding principle in
communist countrics, opposing this western concept, holds that rationaliza-
tion of the socio-cconomic system is of primary importance and that the form
of government should be the one that is best suited to implement the ideal
(socialized) cconomic system. Although there are many other basic econom-
ic, social, cultural and technological differences between communist and

* A pluralistic socicty is one in which there are many groups and organizations serving
many different purposes. A typical Canadian belongs to many bodies—political, social, reli-
gious, financial—all competing for his support and somctimes in conflict with one another.
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TAnLE 3

Five Stages of Government Involvement in Farming
Degree of Government Planning and Control

Stage One Two Three Four Five
Minimum Medium High Public Utility Nationalization
General Characteristics
—Laissez-faire —Government involvement Continuous government Private Ownership but —Government ownership
—free markets in rescarch special involvement in subsidics, state control of marketing —state monopoly of
—little if any direct problems and in regulation of supply and (products, prices, service, output
government emergency situations marketing becomes taken ctc.) and profits. —state control of all
involvement. —no continuing support for granted. input and outputs.
programs
—sclective international
tariffs.

Scale and extent of Government plananing and control
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TABLE 4
Major Characteristics of Farming Systems in the Five Stages of Government Involvement

Stage Onec Two Three Four Five
Major laisscz-faire medium government heavy government public complete government
Characteristic free enterprise involvement involvement utility control

Role of Farmer

on his own with
almost complete
freedom and risk

on his own but looks to
government for limited
help

runs farm in context
of government plan-
ning and wclfare

owns farm but works
for government with
output, marketing
wages and return on
investments regulated

farmer and employee

. of government

Role of Government

no involvement
cxcept for basics such
as favourable cnviron-
ment, statistics,
import regulations
and the like

government gets
involved in rescarch,

special problems, welfare

on a discontinuous
basis

government becomes
responsible for
supply-demand, wel-
fare, continuous
government involve-
ment taken for granted

control of production,
prices, quality

complete ownership
and control

Supply Management

nonc

suasion but no control

government control

government control
and plan

government control
and plan

Input Control

nonc dircctly

suasion but no control

government plans
resource inputs but no
control unless neces-

sary

human inputs con-
trolled in number and
cducation; non human
inputs planned

all resource inputs
(including labour)
government planned
and controlled

Marketing

farmers compete on
open market, no
marketing boards

markcting boards
optional

national marketing
boards for all com-
modities

government control
of prices

total government
control of allocations,
prices, etc.

Structure

result of free enter-
prisc

government suasion
but no control

some rcgulations
regarding size and
integration

comprehensive plan-
ning and control of
structure

total government
plan

Farm Prices

determined on open
market

somc supports in case
of emergencics

complex structure of
government supports
nearly in all com-
moditics

government regulation
of all farm prices

government regula-
tion of all farm
prices

Income

farmer on his own
in free market

government assists in
income problems

government supports
income at definite level

government regulates
income

government pays
wages

T e
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western countries, this fundamental difference in ideological commitment is
the most important and is reflected in the extent and naturc of economic
planning and control by government.

The Task Force opts for a position between Stage Two and Stage Three—
but closer to Stage Two than Threc.

Stage One—the free enterprise option—has great attraction for those who
desirc maximum individual freedom and have little confidence in the effec-
tiveness and efficiency of burcaucracy, government or otherwise. It is also
attractive to those who retain a simplistic Adam Smith concept of economics.
It obviously appeals to farmers who are doing well as they see it, stand only
to lose, in onc way or another, if government planning and control arc
increased.

The problems of this approach are also obvious. It is not feasible. To reach
this system farmers would have to go through the wringer in adjusting to a
frce market. This would almost certainly invite crisis and disaster. It is out of
tunc with the realities of government-business-union interactions circa 1970.

Stages Four and Five, at the other extreme, also stand out in black and
whitc. Their major attraction is for thosc who favour a planned, socialistic,
utopian, 1984 approach to solving the problems of socicty including agricul-
ture. Whatever its merits in other scctors, it is clear that socialism has not
worked well in agriculture. Complete planning and control assume a kind of
human nature and motivation which have been generally rejected in North
Amecrica. Morcover, it is clearly out of tunc with the environmental systems
in which Canadian agriculturc cxists.

An advantage of Stages Two and Three is that they so closely resemble the
status quo in Canadian agriculturc that they do not imply drastic change in
the system. In spite of the many problems involved, they have been proven to
work after a fashion. However, their main disadvantages arc that they arc not
working satisfactorily and there arc few responsible observers of Canadian
agriculturc who advocate continuance of the status quo.

Thus not only docs the Task Force opt for a stance of medium government
involvement (Stage Two plus a small amount of Three) but it also opts for
vastly improved performance in these stages. Ways in which performance
may be improved appear in most chapters of this Report and particularly in
the last scction of this chapter. In summary then, the general role of govern-
ment should be to produce a favourable cconomic climate for farmers and
agribusiness but not to attempt to “manage™ or “direct” agriculturc. Many
basic decisions must still be made by hundreds of agribusincss firms and by
thousands of individual farmers and their familics but governments must do a
better job of cnsuring a higher degree of knowledge and possible co-ordina-
tion among agribusincss, farmers and government. We discuss this subject
in the last scction of this chapter.

Operational Functions of Governments

There appear to be four main operational functions for governments
whether they arc dealing with such tangible things as wheat marketing or
such intangibles as cducation and welfare.
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1. Forecasting problems and opportunities

The first question to be raised in evaluating a government organization is:
How well do the staff size up the situation and forecast problems and
opportunities in the near, medium and long-term future? All planning of
policies and programs should be related to present realities and future prob-
lems and opportunities. If government organizations cannot forecast future

problems and opportunitics, their planning activities are bound to be late,
wasteful and relatively incffective.

2. Planning policies and programs

The sccond question is: How well do they plan policies and programs
designed to solve future problems and take advantage of future opportunities?
It is obvious that if onc can forecast major problems and opportunities the
next challenge is to plan for them. For government organizations this means
formulating the policics and programs necessary to solve problems and per-
haps more importantly, capitalizing on the opportunitics that will develop. As
a (successful) campaign poster put it in 1968:

We expect government organizations to offer clearly defined, practical
solutions.

3. Implementation of policies and programs

The third major criterion for appraisal is: How well do they implement the
policics and programs planned to solve future problems and take advantage
of futurc opportunitics? Without ability to put solutions into action through
the appropriate lcgislative and administrative process and channels, govern-
ment department is powerless to solve the grass roots problems that created
the nced for government involvement in the first place. Morcover, without
cffective implementation cven a well planned, logical program will fail.

4. Program and budget review and evaluation

The fourth important mcasurc of any government or department is its
ability to appraisc and improve its operation. This implics that budgets and
results should be carefully measured in terms of performance indicators that
can be related to stated purposes. Programs with unsatisfactory payoffs
should be improved or cut. Programs that have served their purposes should
be terminated.

The Task Force places particular emphasis on thesc four operational
functions of government. It should be clear however, that they apply not just
to government but to all decision making bodics. Farmers should judge their
clected representatives and employees by these criteria; sharcholders in
agriculturc should do the same.

Requirements for the Performance of the Four Functions of Government

Forccasting problems and opportunities involves among other things a
rescarch organization to anticipate problems rather than just to describe them
once they have arisen. Obviously something was wrong in regard to wheat
and coarse grains which arc now problems of the imminent and overwhelm-
ing varicty. Obviously too, something was wrong when the opportunitics for
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increased beef production were not identified several years ago; while much
more is being done on the breeding and crushing of rapeseed, the economic
and market aspects deserve much more study if potential opportunities are
not to be missed. As we point out in our chapter on Research, there has been
misplaced emphasis among research fields. In the chapter giving the Materials
Balance Tables (Chapter 10) we have found ourselves breaking new ground
in attempting to forecast the likely shape of agriculture in 1980. This kind of
work, with additional man years of time, will help to identify problem and
opportunity areas in advance rather than in retrospect.

Planning and implementation have sometimes been dissipated among vari-
ous levels of government and departments of the same government. Take
wheat for example: We now have three ministers of the Federal Government
involved—Agriculture with its research staff, credit, Board of Grain Commis-
sioners, ctc.; Industry Trade and Commerce with its trade counscllors over-
seas and its substantial Grain Division; and now a Minister responsible for
the Canadian Wheat Board. One province conducts small barter dcals; scver-
al provinces support programs of land clearing and onc million acres of
improved land is addcd to prairic farmland cach ycar.

No other commodity secms to have been quite so subject to a prolifcration
of conflicting jurisdictions and policics as wheat but milk probably runs it a
close second. It is perhaps no accident that the two most scrious problem
commoditics are these. Table 2 above indicates the size and catcgorics of
government direct expenditures on agriculture. Not included, of course, arc
cxpenditures on programs such as general cducation, welfare, transportation
subsidics and so forth in which farm pcoplc may participatc along with
others. Table 5 shows that Federal Government cxpenditures have been
about 70 percent of total government cxpenditures on agriculture, with the
provinces supplying the remaining 30 per cent. \

In many ways both Fedcral and provincial departments of agricultu
deserve credit for their co-operative approach to problems for which both
levels of government could have responsibility and authority. Provincial
departments can be expected to have narrower and morce limited objectives
than the Canada Department of Agriculture, and without considcrable co-
operation and consultation, there could casily be open contlict of objectives

TADLE §
Federal and Provincial Governments Net Expenditures in Agriculture

Year Federal Provincial Total

S Go S o 3 Go
1960-61 ... eereanes 269 78 n 2 364 100
1961-62......... 298 79 ' 21 n 100
196263 c.ooeececreeeca 240 n p 23 212 100
196363 e eeenrrasecrienens 295 78 81 2 376 100
1963-65....... 237 n 100 29 337 100
196566 mn....coorerrernrecrinen 266 68 127 2 393 100

Sourct: Financial Statistics of Government of Canads, D.B.S. No. 68-211 and Financlal
Statistics of Provincial Governments, D.B.S. No. 63-207.
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and programs among provinces and between Federal and provincial govern-
ments. In our chapters on Credit and on Crop Insurance we have emphasized
ways in which further co-ordination may be brought about.

Finally the Task Force notes with approval that C.D.A. has created a
small Planning Unit in the Economics Branch. Its main function should be to
anticipate problems and opportunities and make proposals as to action
designed to meet them.

Evaluation is often tiresome, irksome and even agonizing for the program
or agency evaluated. Yet it is absolutely essential for good.operational perfor-
mance by government. The Task Force proposes that regular Evaluation
Conferences be held annually at which a number of existing programs and
policics would be examined by impartial teams of researchers and administra-
tors. These Evaluation Conferences should be sponsored by the National
Agricultural Advisory Council, described below.

This section has indicated the operational function of government in
anticipating problems and opportunities, planning, implementing and evaluat-
ing. Agribusiness and farmers have a role here too and we now turn to a
consideration of their roles in the following two sections. Co-ordination is the
subject of the final scction.

C. AGRIBUSINESS

Although the main reason for the appointment of the Task Force was to
study, analyze and recommend solutions primarily for the farm problems of
agriculture, it became obvious that any useful study of agriculture must
describe, analyze and treat the problems of farming as part of an overall
system that processes a flow of resources from farm inputs to the final
consumer. Although the several reasons for this arc fairly obvious it is
appropriatc to review them bricfly:

1. Farming is a specialized but not isolated activity. Farmers, as any
other socio-cconomic group, interact—maintain cconomic, social, cul-
tural, and political rclationships—with the rest of society.

2. The important segments of the total agricultural system arc mutually
dependent. The chain is only as strong as its weakest link and if one
scgment of agriculture is incfficicnt, unprofitable or unjust, all other
parts of the total system are affected.

3. When onc important segment such as farming in a system such as
agriculturc cxpericnces scvere problems and faces the necessity to
change, there is always a tendency to blame other parts of the system
or to hope that problems can be solved by forcing other scgments to
compensate. Some farmers blame others for their problems and
assume that other scgments of the total agricultural system arec more
profitable than is actually the case. Somctimes farmers and farm
organization lcaders make the statcment that industrics providing
farm supplics and transporting, processing and marketing outputs arc
“making moncy at the cxpensc of the farmer”. In addition, such
statemcnts often imply that the input and output scgments related to
farming arc doing well in spitc of incflicicncy because of protection
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TABLE6 AGRICULTURAL FLOW CHART - 1861
ALL FIGURES IN MILLIONS OF DOLLARS

_______ .j...———-—-— —— e = IAPU = = e e e e - — e - — o — — —— ——— —— — — — — —— — — — — —
v
Seed Feed Machinery Petroleum Fertilizer Agricultural Wholesale Finance, Transportation,
and Motive Products Chemicals and Retall Insurance, Storage, and
Power Trade Real Estate Utilities
64.2 289.0 347.1 154.1 781 28.3 105.6 94.3 102.0
1 l 1 [ — [ [ 1 1
v
Farming
3120
——————— —— — ——— — — — — — —— ——OUIPULS = e =] ——— e e e e e e e s . — — —
3120.1
\\\)
Food Industries Alcoholic Beverages Tobacco Products
1601.9 29.9 17.8 103.5
v
v v v l v v v l l v
Exporty Wholesale Hotels Hotels Leather Pharmaceuticals, Paint Wholesale Exports Exports Exports
and Retail and and Products Sosp, Toiletries, and and Retail
Trade Restaurants Restaurants Other Chemicals Varnish Trode
803.1 2103 52.4 351.5 245 2.4 5.2 14.5 341.0 88.6 28.1
v v v v
Other Other Other Other
Final Final - Final Final
Demand Demand Demand Demand
4886.2 3178.7 3228 231.8

Source: Patterson R.A. — A Survey of Selected Segments of Canadian Agribusiness™, » study done for the Task Force.
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“from competition. Farmers also frequently take the position that the
consumer unjustly receives the benefit of a government-sponsored

“cheap food” policy. These charges are worthy of analysis and
research.

The Task Force commissioned one study on Canadian agribusiness. One of
the results of that study is contained in Appendix A to this chapter. It
consists of an input-output table relating to 1961 and shows the dollar flow
into and out of various subsectors of agriculture (agribusiness and farming),
from other sectors and to other sectors. The importance of agriculture in
providing basic materials and in maintaining the demand for output of other
sectors becomes apparent from this Appendix.

A Flow Chart of Agriculture, 1961

For indicative purposes only—indicative, that is of the disparate and
far-flung sectors which make up agriculture—we refer to Table 6. This table
was derived from the input-output data in Appendix A and presents in
graphic form the flow of resources from various industries to farms, the
combining of these resources with land labour and livestock on farms to
produce an expanded flow forward to intermediate and final users.

Efficiency and Profitability

It is not casy to assess the levels of efficiency or profitability of firms and
industrics. The concept of efficiency is fairly straightforward; if one firm can
obtain greater output from the same inputs than another, it is more efficient.
However, when onc compares firms and industries using dissimilar inputs and
resources and sclling quite different products, it is necessary to introduce
priccs and values. These may be affected by the degree of competition, the
level of tariffs, aggressiveness of labour unions, government programs of
manpower training, transportation, taxcs ctc., degree of integration, the age
of the industry or firm and so on. Thus it is difficult to find a fully satisfactory
mcasuring rod for cfficicncy.

One measure of cfficiency or productivity is the value added per man hour.
While this is an adcquate measure of performance in manufacturing over a
period of time for any onc industry, it does not tell us if full advantage is
being taken of opportunitics for increased efficiency and profits in the form of
new investment.

On the basis of valuc added per man hour as a measure of manufacturing
cfficicncy, the operating cfficicncy of agribusiness industrics can be rated as
good and improving.® The managers in the industries are, on the whole,
intclligent, capable, hard working men. They are doing the best they can with
what they have in the system as it exists. However, increases in efficiency
might be achicved with new investment in plant and equipment and rational
planning. Duc to lack of integration the segments of the system are limited in
planning inputs and outputs.

Because of this structure, scveral industries have overcapacity, too many
small plants, and too many marginal opcrators barcly hanging on.

* Sce Patterson, R. A., “A Survey of Selected Segments of Canadian Agribusiness” a
study done for the Task Force,
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It would be wrong however, to assume that the bigger the plant or firm the
more efficient it must be. Small fertilizer distribution plants may well be more
efficient than large ones. Similarly it would be wrong to assume that the
newer and more highly capitalized an industry’s plant the more efficient it
must be. The fertilizer industry in Western Canada provides an example of
new, technically efficient plants operating with high levels of overcapacity and
consequent economic inefficiency. On the other hand studies of dairy process-
ing firms (see Chapter 7) confirm the usually-expected relationship between
small size, inadequate physical plant and high costs. ‘

The measurement of profitability also has its pitfalls when one is attempting
to compare firms and industries. The most satisfactory measure is rate of
return on invested capital but variations in accounting practices among firms,
the possibility of maintaining “internal reserves” and so on make it difficult to
be precisc about relative profitabilities.

Table 7 presents data which indicate rates of return in Taxation Year 1964
for a number of Canadian industrics. Columns 1 and 2 are obviously more
satisfactory measures of profitability than Column 3 but the latter is perhaps
a better indication of the degree to which particular industries account for the
marketing margin between original producers and final consumers. In Table
7, the rows which present totals (e.g. Row 12, Total Manufacturing) refer to
all industries in that category, not just those given in the table. The date of
Table 7 should be read in conjunction with the extensive footnotes appearing
in the same Commercial Letter.

Table 7 shows a somewhat better rate of return on investment for agribusi-
ness firms than did a study donc for the Task Force!®. The latter showed
below-average rates of return for many agribusiness industrics..

Obviously, a profitable industry of firm can attract morc capital or retain
more carnings for investment in new plant and equipment and for expansion
than can an unprofitable one. If rcasonably attractive profits arc not forescen,
new investment will not be attracted to an industry. Industry rcturns must be
evaluated against altcrnative forms of investment. In 1969 an investor can get
before-tax yiclds of cight or ninc per cent on government bonds with little
risk, and ten to 15 per cent on mortgages and a good stock portfolio. In the
light of opportunitics for rcturns such as these, an industry after-tax return of
less than ten per cent can be said to be unattractive.

10 patterson, R. A, op. cit.

uIn the United States, Moore and Walsh (Market Structure of the Agricultural
Industries, lowa State Press 1966) drew on scparate studies of 14 agricultural industrics
to carry out a cross-sectional analysis of market conditions in them. Using a seven point
scale ranging from very inadequate to optimum they rated cach of the industries on the
following aspects of performance: (1) cfficiency of the organization of the industry in
terms of scale of plant, utilization of plant, procurement and distribution; (2) promotion
cxpenses; (3) product quality; (4) improvement of product and technique; (5) output
consistent with the optimum allocation of resources; and (6) profits at levels which reward
investment, cfficiency and innovation at necessary but not excessive rates. Based on their
evaluation of the foregoing factors, their rating of net market petformance for most of
the agricultural industrics varicd around “inadequate™. Only onc of the 14, apple processing,
was rated as high as “adequate™. The separate case studics were carried out and published
by separate authors in the late 1950's and carly 1960's. The 14 industrics covered afe
grocery retailing, meat, broiler chickens, fluid milk, ice cream, vegetable processing, apple
processing, baking, soyabean processing, grain procurement, mised feed, cotton, farm machi-
nery and fertilizer. Many of the studics are from PhD theses or books.
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TABLE 7 . ) )
Corporate Ratios From Selected Canadian Industries Taxation Year 1964

After-Tax 9, Return
Profit as on Total
% of Net Invested % Profit

Industry Worth Capital on Sales

MANUFACTURING

'1. Slaughtering and Meat Packing...............ccooo....... 8.1 8.1 .9

2. Dairy Products 9.5 9.2 2.0
.3. Fruit and Vegetable Canners and Preserves........ 7.7 7.2 3.4 ‘

4. Grain Mill Products 8.5 8.5 1.5

5. Bakery Products.......ceeeeeeeeeerieeeeeeessseeeeseesrenns 7.6 7.0 2.6

6. Distilleries and Wineries...........ccccoocovecereccnennnene. 21.8 20.9 12.6

7. Breweries 10.1 9.4 6.8

8. All Clothing and Apparel...........cccoouoeeeeevnrernens 10.7 10.6 2.4 :

9. Agricultural Implements.............coooccceennene. 6.0 5.7 3.2 !
10. Motor Vehicles 13.4 13.3 3.7 s
11. Fertilizers and Industrial Chemicals..................... 9.7 9.1 5.8 —;
12. Total Manufacturing 8.5 7.9 3.8 1

TRANSPORTATION AND DiISTRIBUTION %
13. Railways 3.4 3.4 7.8
14. Truck Transport 14.2 13.2 3.7 i
15. Pipelines ettt et s ae bt e aetet s bene 16.7 9.2 21.5 i
16. Grain Elevators............ccccovveunnnen.. 7.1 7.2 12.1 }
17. Radio and Television Broadcasting...................... 24.3 20.1 11.1 :
18. Electric Power 6.6 5.6 11.1
19. Gas Distribution................coceooeemieiiveensresereesensranne 4.6 4.9 4.7 !
20. Total Transportation and Distribution.................... 6.5 5.7 8.3 ; {

WHOLESALE TRADE i
21, Livestock and Graif......c..ccooecerevenrneerecennes 7.8 7.7 1.1 i
22, FOOU PIOGUCLS.co....coovvveeemmemeeresissensmsnsssssssesssssssssnn 10.9 10.6 1.1 e
23. Clothing and Dry Goods. . 9.6 9.2 2.1 i
24. Electrical and Farm Machinery......... 14.4 13.9 2.4 T
25. Lumber and Building Materials 10.5 10.2 2.1 v

| e——

26. Toral Wholesale Trade.........u..........cooecneceeee 12.0 11.7 1.9

RETAIL TRADE
27, FOOd SOTCS......oovcteeiieniiees et 10.0 8.9 1.5
28. Motor Vehicles Dealers 11.8 11.5 .9
29, FUuel Dealers. e e one 10.3 9.7 2.3
30. Toral Retail Trade................coooooooeeeeeereevcerians 10.9 10.3 1.8

Strvice
L AAVCTISING e e rae 16.3 15.4 3.7
32. Restaurants and Taverns.... .......... 16.2 15.1 3.5
33. Funcral Directors.................... oo 16.5 15.5 10.5
3. Total ServiceSa.noioooooi e e 13.2 12.1 5.7
3S. Total All Companics............................coocooooeva 6.8 6.0 3.8 ’"’"‘;j‘l

Sourct: The above Table has been taken from statistics presented by the Canadian Imperial I |
Bank of Commerce in their May, 1967, Commercial Letter. Rows 12, 20, 26, 30, 34 and 35 refer to 3
all industrics, not just those listed in this Table. S

GOVERNMENT; AGRIBUSINESS; FARMER ORGANIZATIONS 289



A measure of profitability based on taxation statistics is not precise; it is an
average for a whole industry and does not indicate the range of profitability.
If an industry shows a return on investment of nine per cent, it is likely that
there are at least a few companies within it making from 15 per cent to 20
per cent and others making little or nothing.

Vertical Integration

Vertical integration is usually looked at from the farmer’s point of view
and particularly from the point of view of farmers who are not themselves
directly involved in it. It is often condemned unless it is farmers themselves
who, through their co-operatives, are doing the integrating. Vertical integra-
tion is occasionally looked at from the total efficiency point of view, at which
time the virtues of improved scheduling, more widespread use of technical
know-how, credit for expanded operations and the favourable effects of all of
these on costs and efficiency are noted. Examples quoted are of the greatly
reduced costs of broiler production in the United States. The converse side is
‘emphasized by anti-integrators, who point to the transition of once independ-
ent farmers to the status of non-unionized employees working on commission,
who are even then not rewarded very handsomely.

Vertical integration should also be looked at from the point of view of the
agribusiness firms doing the intcgrating. Why integrate? Obviously integration
would not occur unless the integrator estimated that integration would be
more profitable than non-integration. This situation may arise for several
reasons. (1) A- marketing- board may have succeeded in raising the farm
price sufficiently high that there are profits for an agribusiness firm which
enters the farm production stage. This scems to have been the case for a
number of vegetables processed in Ontario. (2) Existing producers have
failed to adopt available technology which would reduce costs. This has been
partly the case with the broiler industry. (3) Processors arc unable to secure
a continuous supply of the desired grade of a farm product. These may be
isolated cases illustrating this recason but they are not widespread. (4)
Agribusiness firms want an assured market for their output of feed, chicks or
other products. This is probably the dominant rcason for vertical integration
in poultry production although (2) above probably applies as well.

The Task Force has taken the position that government should regulate
and manage agriculture as little as possible but rather attempt to provide a
satisfactory climate for low cost and stable production and marketing. Trans-
lating this principle to the question of vertical integration implies that gov-
ernments would take no continuing action cither to promote or prohibit
vertical integration by agribusiness. Governments should however, continue
to provide the legislation under which marketing boards operate, and may
crcate other institutions which affect the spread of vertical integration.

Government Services and Agribusiness

It is natural that government activity in agriculture has been oriented
toward the farming sector rather than toward agribusiness or even consumers.
Farms, after all, arc small and cannot afford to undertake rescarch as some of
the large agribusiness firms can. Competition among farmers is taken for
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granted and is in fact reduced or modified by the creation of marketing
boards made possible by legislation; by contrast agribusiness firms are subject
to the Combines Investigation Act. The result of this orientation may be seen
in the Canada Department of Agriculture which has few specialists in the
problems and opportunities of agribusiness.

The Task Force proposes that the name of the Canada Department of
Agriculture should be changed to the Department of Agricultural Industry to
emphasize the fact that “agriculture” is much more than “farming” and that
an industry-wide approach is desirable in our present interdependent and
sophisticated economy. In keeping with this change of name, an Agribusiness
unit should be created in the Economics Branch (to become the Economics
and Business Branch). It is desirable that some of the specialists from the
Department of Industry Trade and Commerce be brought to this unit and
that co-ordination between the two departments be emphasized.

- Exporting of agricultural products is done primarily by agribusiness firms,
although some marketing boards have been involved. The importance of
exports to all stakeholders in agriculture, and the close relationship of
agribusiness firms and export activity make it logical that there be an Interna-
tional Trade Branch within the Canada Department of Agricultural Industry,
As with the Agribusiness unit, it is essential that some of the specialists from
the Department of Industry Trade and Commerce be brought to this new unit
in Agricultural Industry. These people should work very closely with Canadian
International Development Agency in regard to shipments of food aid, and
with the new Export Development Corporation in regard to credits and
assistance in exporting.

D. FARMER ORGANIZATIONS

" There are over 10,000 identifiable local, provincial and national farmer
organizations. Most of the provincial and national farmer organizations have
district or local units; for example a provincial marketing board may have
county committees and a regional co-operative may have many locals. In
addition to strictly farmer organizations such as co-operatives, marketing
boards and breed associations, there are thousands of local bodies such as
horticultural socicties and community improvement associations which draw
upon farmers for membership. As a result of there being two general farm
organizations at federal and provincial levels, many local units of each and
large numbers of co-operatives and specialized commodity and breed organi-
zations (some also with local units), two fundamental questions arise, “Arc
there too many farmer organizations?” and “What would be the most rational
system of organization?” Before turning to these questions, it may be useful to
compare farmer organizations with those in other sectors.

In professional associations such as those of doctors, lawyers and account-
ants, members normally must be accepted by the association in order to
practise, and thcy must abide by the regulations and be subject to the
discipline of the association. Thus associations exercise power over entry and
impose discipline for non-professional behaviour of members. Farmer organi-
zations do not have these powers except to a limited extent in those provin-
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cial marketing boards in which a quota is necessary for production. Quota
transfers are normally subject to board approval and thus there is some
possibility of restriction on entry. There is no discipline exercised over mem-
bers’ actions by farmer organizations.?? This is as it should be.

In labour unions individual workers cannot choose whether to join Union
A or Union B. They can belong to only one union and federal and provincial
labour legislation provides for voting procedures to determine what that
union shall be. There are close structural parallels between the Canadian
Labour Congress on the one hand and the Canadian Federation of Agricul-
ture on the other. Both are federations whose members are organizations, not
individuals and each claims to speak for a majority of union members and
farmers respectively. Because there are no farmer organizations with power
comparable to that of, let us say, the United Auto Workers or the Steelwork-
ers, the Canadian Federation of Agriculture tends to have a more influential
place within its sector than does the C.L.C. It becomes involved in preparing
and presenting briefs to governments concerning commodities (such as
wheat) as well as principles (such as taxation).

In business associations such as the Canadian Chamber of Commerce or
trade associations such as the Meat Packers Council of Canada, membership
(by firms) is entirely voluntary and no control can be exercised over mem-
bers or over non-members in that sector. Attempts to exercise control over
members would involve violation of the Combines Investigation Act. This
situation is quite contrary to that in farming, in which governments provide
the enabling legislation under which farm firms are able to work in combina-
tion through marketing boards to attempt to achieve their ends. Trade
associations frequently are able to play a role useful to their members, but by
its nature, much of the benefit accrues also to non-members. The same may
be said to be the case with a number of farmer organizations—The Farmers’
Unions for example. This is at the root of one of the primary financial
problems of either trade associations or “direct membership”!? farmer organi-
zations, namely, that non-members frequently receive almost the same bene-
fits as do members, thus reducing the incentive to join.

This brief review of the organizations of professional pcople, labour and
non-farm businesses points up some of the present features of farmer organi-
zations. These featurcs are:

1. Farmers may be members of many organizations, some of which may
be in opposition to others. This is less likely to be the case with direct
membership organizations. It is especially the case when marketing

12 An exception arose in 1969 in the Ontario Farmers’ Union during the provincial vote
on a General Farm Organization. Members of O.F.U. provincial and local executives were
removed from office for favouring the G.F.O. This in no way, however, interfered with
their ability to continue farming.

13 The term “direct membership™ refers to those organizations whose members choose
voluntarily and periodically to join or continue their membership. The Farmers' Unions have
annual memberships and fecs; membership in a co-operative is voluntary but once this step
is taken further decisions to continue membership are not necessary. At the other extreme
from direct membership organizations are provincial marketing boards. In some cases they
were last voted upon fifteen or more years ago; it is unlikely that a majority of present
producers of the commodity regulated actually voted in favour of the marketing board.
This is not necessarily a criticism because it is possible to petition for a re-vote.
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boards ‘make deductions per unit of product or when property taxes
are used to finance farmer organizations. The principle that farmers
should be free to join as many farm organizations as they see fit is in
contrast with the “no dual membership” rule of labour unions. A
“joiner” could have a field day as a farmer.

. There are no restrictions on entry into production except for those

few products for which marketing boards have created production or
sales quotas. This is in contrast with professional associations and
unions with “closed shop” arrangements.

. The two contrasting principles of organization appear to be those of

a) voluntary, direct membership as in co-operatives and Farmers’
Unions, and b) compulsory participation, for instance by majority (or
greater) vote on the establishment of a marketing board. The first has
the advantage that those induced to become members are likely to be
actively interested in the organization. It has the advantage also that
the executive and directors are always aware of the necessity of
maintaining member (and potential member) interest and
involvement. - '

An advantage of the second form of organization is that there is not
likely to be the same scramble for funds and preoccupation with
internal financial matters as in the case of direct membership bodies.
Another advantage is that, for certain activities, compulsory features
are necessary and voluntary membership and participation are unlike-
ly to be successful. Compulsory powers stem from governments. The
possibility of a voluntary membership body achieving lasting success
through collective bargammg or withholding members’ output from
market is limited.

Direct membership bodies such as the Farmers’ Unions are likely
to be more militant, in order to stimulate interest and support, than
are indirect membership bodies like the Federations. The desirability
of militancy varies depending upon issues and conditions and no
blanket support or condemnation of it is intended.

One of the most relevant developments in the history of farm organi-
zations occurred in the summer of 1969 when farmers in Ontario
were asked to vote on the principle of creating one General Farm
Organization which could have been financed by a levy on all farm
products sold. The fact that almost 60 per cent of those voting were
opposed to the G.F.O. indicated an unwillingness to try anything
radically different from the conventional farm organizations to which
they were accustomed.

Are There Too Many Farmer Organizations?

- In principle the answer is “yes” because the existence of a large number

of organizations dissipates leadership and organizational resources in too
many directions. It becomes almost impossible to speak with a unified voice to
governments or to other sectors when two or more farmer organizations are
attempting to “rcpresent” farmers and often to bid for their support. Cynics
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say that governments prefer that there be more than one organization repre-
senting a given sub-sector of farming so that one can be played off against
another.

There is another side to the coin. Most farmers are not single product
producers; a farmer in Quebec may market industrial milk, hogs, beef, and
pulpwood or a farmer in Ontario may sell soybeans, white beans, corn, winter
wheat and hogs. The most appropriatc marketing institutions for soybeans
are likely to be quite different from those for hogs or pulpwood. There is an
essential difference between a multi-product farmer and a single-activity
person like a carpenter or an accountant. For the latter a single organization
is certainly morc appropriate. For the former, who is a soybean producer
and a hog producer, there is at least a better casc for having scparate
organizations to concern themsclves specifically with cach activity.

Neverthcless it is probably the case that many farmer organizations were
born to meet a specific need but have persisted long after the nced has
disappecared and their role had been fully played. Too often exccutives of an
organization do not want to be the group responsible for its final dissolution
and they keep it going for “onc morc ycar”. Vested interests, especially
among cmployces and older directors, add to the apparent permancnce of
supposedly temporary bodies. Just like government programs, however,
farmer organizations nced periodic evaluation.

What is The Most Appropriate Form of Farmer Organization?

This question is certainly a legitimate onc but any final answer must
ultimately come from farmers themsclves, because the most ideal form of
organization can be successful only if it is wholchcartedly accepted by its
members. In the United States there arc four major farmer organizations and
in Great Britain there is onc.!

There arc three major alternatives in farmer organizations. Onc is, of
course, to continuc the present structure. The rivalry of the dircct member-
ship Farmers’ Unions with the indirect membership Federations of Agricul-
turc in sccking programs advantageous to farmers probably mecans that the
two bodics, working scparatcly, arc less cffective in the short run than if they
could speak as onec. Yet the same rivalry helps to keep both more active than
would othenwise be' the case and over a period of ycars the results may be
favourable.

A sccond alternative would be to merge all existing organizations into one
big body similar to thc National Farmers' Union of England and Wales.
Commodity markcting boards would become adjuncts of the main body and
there would be commodity committees for those products and provinces for
which there were no marketing boards. Thus the “Beef Committec” of the
main body would be allocated specific responsibility for all action on behalf
of farmers concerning beef production and marketing. This type of organiza-
tion would be the type appropriate to a widespread system of supply manage-

¢ This is not quite true. There are two National Farmers® Unions—one for England
and Walcs and one for Scotland—but they work together closcly and harmoniously.
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ment in which the effects on other commodities of supply management of one
‘product would be taken into account. It would be the kind of all-pervading
farmer organization discussed in Chapter 12 on Marketing Boards. ‘

Regardless of the merits of this kind of organization—and the Task Force
‘has very serious doubts about it—it is virtually out of the question because
most existing organizations and especially marketing boards, would be unwill-
ing to merge themselves in any way which would seriously reduce their
-autonomy. Much of its financing might come from a compulsory checkoff,
which has the merit of ensuring that funds will be available but the disadvan-
tage that the organization may lose its aggressiveness and drive. If financing
comes from voluntary direct membership then the problems of unstable
finances and unequal sharing of costs between members and non members
become relevant.

The third form of organization would be to retain almost all the existing
bodies but for the Farmers’ Unions to enter the provincial and national
Federations of Agriculture as rhe direct membership bodies. The Farmers’
Unions would then be a part of onc federated body and the duplication of
voices and of cffort would be climinated. Attractive though this structure
.appears, it suffcrs from a possible defect. As part of the Federations (provin-
cial and Canadian) the Farmers’ Unions might find that they had lost a good
deal of their appeal to members and potential members because there would
presumably be identity of policy between the Federation and the Farmers’
Union. The result might well be the decline of the Unions.

The Role of Farmer Organizations

The key to a discussion of the most appropriate structure of farmer
organizations appcars only when one turns to the question of objectives.
What objective should organizations play and are the objectives identical for
different organizations?

Basically the gencral objective of every farm organization should be to
improve the cconomic lot of its members and in some cases also to improve
social and cducational standards of members and perhaps of communitics.
Generally speaking, farmer organizations arc not and should not be philan-
thropic agencics. When they appear before governments they must always
keep the welfare of their members in mind. Obviously there are many times
when it would be sclf-defeating to push for special treatment; good strategy
and tactics both demand fiexibility.

Now if the purposc of a marketing board is to increase the income of its
members as much as possiblc and over a period of time, then one cannot
cxpect markeling boards to sacrificc members’ interests for the national
interest. This is well illustrated in the casc of the Ontario Flue-cured Tobacco
Growers Marketing Board, whose actions have been designed to benefit the
4,500 tobacco growers, not the farmers who might have bencfitted from more
liberal tobacco quota policics. Since the powers of such boards are derived
from provincial governments, whose responsibility it is to be concerned about
all of the people of the province, then it is the government of the province
which should be concerned, and possibly take action, if a marketing board
injurcs others.
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A farmers’ Union, being a direct membership body and without specific
commodity biases, has very little scope to act for its own members only. Any
benefits and any harm, which it produces fall alike on the heads of the
members and non-members. Only a body like a present Federation of
Agriculture can claim to represent all farmers—whether all farmers want to
be so represented is another question and one to which the answer is not
clear.

For effectiveness in dealing with governments and other sectors however,
there is a great deal to be said for having a federated structure which
can lay legitimate claim to speak for all farmers without farmers
having chosen to pay dues for direct membership in any component of the
organization.

Thus the Task Force is driven to the position of concluding that there must
be a federation, that there should be a direct membership body, that there
must be autonomous co-operatives and marketing boards. In other words, the
present structure may be as good as any other so far as the main bodies are
concerned. There are many smaller, antiquated bodies, however which may
be as out of date as some agricultural programs, some farmers and some
economists. Such organizations should be subjected to careful evaluation by
their members.

In the final section of this chapter, we turn to the question of attempting to
relate farmer organizations and farmer representatives to agribusiness and to
government. This is probably a morc important matter than the particular
form or number of farmer organizations.

Of cqual importance is the capacity of farmer organizations to perform the
four operational functions discussed carly in this chapter. They must be able
to anticipate problems and opportunitics, plan and rccommend programs,
implement programs themsclves or persuade others to do so and cvaluate.

E. THE CO-ORDINATION OF POLICY MAKING

After the rather prolonged discussion in the preceding three sections on
cach of government, agribusiness and farmer organizations, we come at last
to the subject of co-ordination of the three. How can farmer organizations
best provide an input into the policy-making process? Docs the fact that
governments arc responsible to parliaments rule out lengthy and detailed
discussion of policy dccisions between governments and agribusiness and
farmers? How can there best be an intelligent responsible input of views and
information by thesc three groups, all of which will be vitally affected by the
decisions made and by the attitudes of the other groups?

Figure 2 is central to the answers the Task Force proposcs to make to
qucstions concerning co-ordination in policy making at the national Ievel. To
have introduced the relationship with provincial governments into Figure 2
would have made it too complicated visually for presentation. We turn now
to a discussion of Figurc 2.

1. The Minister of the Department of Agricultural Industry must occupy
the key place in agricultural policy making. Somc onc person—in this case
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the Minister of Agricultural Industry—must be held responsible for seeing
that the four operational functions discussed above are in fact adequately
performed. The “Troika” for wheat and coarse grains must disappear in
favour of one seat of ultimate responsibility. As noted above, the Department
must include responsibility and concern for agribusiness and trade as well as
for farming.
2. Government service units are shown on the left hand side of Figure 2.
(a) The Research Branch has been discussed in Chapter 15 on Research;
it has become a major centre for high powered scientific researchers.
Much of the research is fundamental, as opposed to mission-
oriented and some shift in emphasis toward the latter seems to be
appropriate.
(b) The Economics Branch should become the Economics and Business
Branch, and a new unit working on problems and analysis relating to
agribusiness should be formed in the Branch. This Agribusiness unit

should draw much of its staff from the Department of Industry Trade
and Commerce.

In research there has never been adequate integration of the C.D.A.
cconomists with the scientists and engineers of the C.D.A. Research Branch.
Not only must there be an increase in the amount of research in economics
and rural sociology but there must be on-going machinery for co-ordination
between the cconomists and other researchers. Many statements of good
intention in this regard have been made in the past. The Task Force proposes
that the heads of these two branches be requested by the Minister to produce
a joint proposal as to the machinery which will ensure co-ordination.

The Planning Unit recently created in the Economics and Business Branch
should have as onc of its dutics the improvement and up-dating of the
Materials Balance approach of the Task Force. This unit should be the
nerve-centre of the whole Department in anticipating problems and
opportunitics.

(c) A ncw International Trade Branch should be created to ensure the
required level of knowledge and analysis within the Department for
all matters connected with trade. Some of the specialists on wheat and

coarsc grains now in the Department of Industry Trade and Com-
merce should become part of this Branch.

4. A Federal-Provincial Agricultural Credit Board is proposed in Chapter
13 on Credit. This Board would co-ordinate joint credit programs between
the Federal and various provincial governments (or regions).

5. Federal-Provincial Crop Insurance is reccommended in Chapter 14.

6. The Board of Grain Commissioncrs would rctain its present shape and
function but should be more closcly related to the Canadian Wheat Board,
which would become part of the Department of Agricultural Industry, under
Task Force proposals (Sce 10 below).

7. The Canadian Livestock Feed Board should be phased out. The Task

Force proposcs to free coarse grain marketings on the Prairics and to reduce
and transform Fced Freight Assistance. (Sec Chapter 5).
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8. The Agricultural Stabilization Board should remain in approximately its
present form but to its duties should be added the very important new role of
operating the Prairie Grain Price Stabilization Program which is a key recom-
mendation of our chapter on Wheat, Feed Grains and Oilseeds. The Program
is intended to provide an important element of price stability and (with the
Federal-Provincial Crop Insurance program) to provide greater stability of
farm income. Furthermore, it should be responsible for the short-term emer-
gency Wheat and Barley Acreage Diversion Program (Chapter 5).

9. National Agricultural Marketing Board. This is one of the two most
important bodies proposed in Figure 2. The N.A.M. Board would fulfil a
function in the national scene very similar to that of the Ontario Farm
Products Marketing Board in Ontario and the other government-appointed
boards responsible for provincial commodity marketing schemes in other
provinces. The N.A.M. Board would be responsible for all national marketing
boards, including the Canadian Wheat Board and so long as it is in existence,
the Canadian Dairy (Adjustment) Commission. This responsibility would
cntail administcring national marketing board legislation, issuing regulations,
deciding upon the appropriate form of commodity boards,!® reviewing their
activitics, appraising their plans and maintaining general supervision of their
operations. The N.A.M. Board must also appoint the members of the coun-
cils discussed below. ‘

The N.A.M. Board must be a statutory body; we suggest that it have 8 to
12 members appointed by the Federal Government on a rotating basis.
Members should not be appointed as “representatives” of any group, but
should be appointed for their qualitics of judgment, experience and ability.
Alternatively, if a larger number of members is considered desirable, a small
cxccutive committee would be necessary. The N.A.M. Board would require a
small sceretariat and a number of rescarchers, the latter preferably co-opted
for scveral-ycar periods from the Economics and Business Branch.

10. The Canadian Wheat Board and other national commodity marketing
boards should be responsible to the N.A.M. Board and through it to the
Minister of Agricultural Industry. Each of the national marketing boards may
be different in structure and opcration from the others. Very close co-opera-
tion is csscntial between national boards and provincial commodity boards as
well as between the Federal and provincial governments.

Associated in an advisory capacity with cach national marketing board
should be a council, described below.

11. Canada Grains Council, Canadian Dairy Council etc. should be advi-
sory bodics to the statutory marketing board or commissions to which they
corrcspond. The Canada Grains Council, already in cxistence, is the proto-
type for thesc councils. They should consist of representatives of farmer
organizations including co-operatives and agribusiness and in some cases of
university and other interested groups. Appointment to such councils should
be by the N.A.M. Board upon nomination of rcpresentatives by the appropri-
ate groups as sclected by the N.A.M. Board.

¥ In Chapter 12 on Marketing Boards we point out that they may be of many different
forms and with diffcrent functions and powers.
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To take the Canada Grains Council as an example, it should be advisory to
the Canadian Wheat Board in regard to prairie grain marketing. If a National
Oilseeds Board were created to market let us say rapeseed and soybeans, the
Canada Grains Council would be advisory to it.

The Council has members from interested groups outside the Prairies but if
there were to be new national marketing boards created, the Council mem-
bership would probably have to be expanded to provide adequate
representation.

Each council should appoint at least onc member and perhaps more
depending upon the importance of the sector, to the National Agricultural
Advisory Council.

12. The National Agricultural Advisory Council should rank, along with
the N.A.M. Board, as one of the two most important bodics in Canadian
agricultural policy making. The N.A.A.C. would become the formal advisory
body to the Minister of Agricultural Industry as well as to the N.A.M. Board.
The N.A.A.C. would consist of a fairly largec number of members, almost all
of whom would be nominated by the various councils and farmer organiza-
tions and agribusinesses and trade associations. Appointment would be by the
Minister of Agricultural Industry and for such periods as to allow rotation of
membership.

The N.A.A.C. should conduct annual Policy Evaluation Confercnces to
reccive and discuss cvaluation reports prepared by independent rescarchers.
Thesc reports should be commissioned by N.A.A.C. to cvaluate specific
policies and programs of the Federal Government or to cvaluate joint Feder-
al-Provincial programs.

The N.A.A.C. should provide a kind of parliament for agriculture for the
tliscussion of policics and problems of the entirc industry.

13. The two gencral farmer organizations—The Canadian Federation of
Agriculturc and the National Farmers® Union—would of coursc be free to
approach government but should play a prominent role in the activities of the
N.A.A.C. The Task Force recognizes clearly that on some matters the corre-
sponding farmer and agribusiness organizations may have opposing interests
as well as common intcrests. Neither group can be forced to become partici-
pating members of the N.A.A.C. against their will and both must remain free
to pursuc their own objectives independently, Their participation in
N.A.A.C., however, would give them an opportunity to discuss particularly
thosc arcas of common concern.

RECOMMENDATIONS

1. The primary and continuing rolc of governments should be to produce
a desirable cconomic and social climatc for farmers and agribusincss.
Economically, governments should promote the cflicient use of resources
through their support for rescarch, cxtension, cducation, marketing services
and from time to time, through legislation or funds to increase or stabilize
prices and incomes. This role docs not include “managing™ agriculture any
morc than it is the rolc of governments to “manage” the steel industry or the
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pulp and paper industry. Because the firms in farming are smaller than in
other sectors, the kinds of government services required to create a desirable
climate for them will be different from those of other sectors.

There are social as well as economic aspects to all policies. Governments
and their officials must always be aware that they are dealing with human
beings and not with abstract problems. Programs which call for changes in

the way of life of the poor, the disadvantaged and the aged in particular,
must reflect this point.

2. Flexible Approach to Policy Making.—Experience indicates that a doc-
trinaire approach to the development of agricultural policy is unsound.
The diversc and dynamic conditions of Canadian agriculture makes a

pragmatic approach desirable. This flexibility appears again and again in our
recommendations.

3. Stated Goals.—The controversies which surround many agricultural
policies and programs arisc in large measure from their lack of clearly defined
goals. The Task Force recommends that for each of its policies and pro-
grams, governments provide a clear statement of goals; such statements
should be so explicit and sufficiently quantified that the degree of success in
achicving them can later be measured. Goals should not be stated in such
general terms as “to improve the welfare of farmers”. These goals, and
performances in achieving them arc considered in Recommendation 14(b).

4. Recognition of Commercial-Low Income Division—Programs which
try to scrve the interests of commercial farmers and to meet the problems of
poverty-level farmers are unlikely to be as successful as separate (but co-
ordinated) programs designed to scrve cach. The Task Force recommends
that this distinction be kept in mind in all policy making. The government

should not confusc cconomic and welfare problems and programs to over-
come them,

5. The Canada Department of Agriculture should be renamed the Depart-
ment of Agricultural Industry. All of its planning and operations for commer-
cial agriculturc must be integrated around a central concept of a profit
oricnted, sclf-sustaining industry serving the needs of all its major stakchold-
crs adequately and fairly. A major function of the Department of Agricultural
Industry would be to integrate all direct Federal government cxpenditures on
agriculturc through a centralized budgetary control system.

6. Ovcrall authority and responsibility for commercial agriculture at the
national level must be centred in and around the Department of Agricultural
Industry.

7. The Economics Branch should be renamed the Economics and Business
Branch. An Agribusiness unit should be created within the Branch to under-
takc rescarch and analysis of problems relating to agribusiness. Its staff
should bc drawn from those specialists undertaking similar work in the
Decpartment of Industry, Trade and Commerce.

8. The Minister of Agricultural Industry should request the heads of the
Rescarch Branch and of the Economics and Business Branch to produce a
joint proposal which will indicate the kind of machinery nccessary to ensure
co-ordination of rescarch cfforts between specialists in the two branches.
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9. A new International Trade Branch should be created in the Department
of Agricultural Industry and many of its staff drawn from the Department of
Industry, Trade and Commerce.

10. A new Federal-Provincial Agricultural Credit Board should be creat-
ed. At the Federal level it should report to the Minister of Agricultural
Industry. (See Chapter 13)

11. The Canadian Livestock Feed Board should be phased out if the
recommendations of Chapter 5 are implemented.

12. The Agricultural Stabilization Board should be given additional
responsibilities in the form of the new Prairic Grain Price Stabilization
Program and the short-run emergency Wheat and Barley Acreage Diversion
Program.

13. A new National Agricultural Marketing Board should be created, to
take direct responsibility for all statutory national or federal marketing
boards including the Canadian Wheat Board and the Canadian Dairy
(Adjustment) Commission. (See Chapter 7 for change in C.D.C.) The
N.A.M. Board should be created by the Minister of Agricultural Industry and
bear a relationship to him similar to that of the Ontario Farm Products
Marketing Board to the Ontario Minister of Agriculture and Food.

14. A new National Agricultural Advisory Council should be crcated by
the Minister of Agricultural Industry. It should have the following functions:

(a) to act as the highest level farmer and agribusiness council, providing a
forum for discussion and providing advice both to the Minister of
Agricultural Industry and to the N.A.M. Board.

(b) to organize and sponsor an annual Policy Evaluation Conference
based upon intensive studies by indcpendent rescarchers of a small
number of existing programs of the Federal Government or of joint
Fedcral-provincial programs. Further to Recommendation 3, the goals
of the programs cvaluated should be clearly and specifically stated.

15. Creation, by the N.A.M. Board, of commodity councils similar to the
Canada Grains Council to act in an advisory capacity to the N.A.A. Council
and also to their corresponding statutory marketing board (c.g. Canada
Wheat Board).

16. The new structure of organizations proposed in the preceding recom-
mendations should make possible vastly improved communication between all
three of government, farmer organizations and agribusiness. The concept of
the N. A. A. Council and the commodity councils involves participation by
agribusiness and farmer organizations.

The Task Force rccommends cmphatically that the creation of councils
should not prevent agribusincss or farmers from communicating directly with
government or with one another. The Task Force further recommends that
governments consult as often as possible with the other stake-holders in the
agricultural industry: for thc government to do so, however, implics a corres-
ponding degree of sensitivity and responsibility on the part of the non-govern-
ment groups.
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17. The Task Force takes no position on the issue of “unity” between the
general farm organizations. The fact is that this is a matter for farmers
themselves to decide and furthermore, the pro’s and con’s of union appear to
the Task Force to be evenly balanced.

18. Both Federal and Provincial governments should design short training
programs to make government, agribusiness and farmer leaders and
employees better aware of new techniques of management and administra-
tion. Management by objectives, program planning and budgeting and other :
techniques of rational management must be increasingly adopted to improve }
effectiveness and efficiency.

19. Recognition of Regional Characteristics.—While the Task Force warns
against the dangers of balkanization of Canadian agriculture and of agricultu-
ral policy and emphasizes that increased attention be paid to national unity, it
recommends that increased attention be paid to regional problems and dispa-
rities during the formulation of policy. We commend in principle those parts
of ARDA and Regional Economic Expansion which are adaptable to particu-
lar regional conditions and which work through training and similar assis-
tance to help the disadvantaged eventually compete on more or less even
terms with thosc in more prosperous areas.
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APPENDIX A -

THE CANADIAN AGRIBUSINESS SYSTEM

Businessmen, government leaders, and others concerned with agribusiness,
are constantly faced with the tasks of formulating plans, policies and pro-
grams at the national, industry and company levels to meet the everchanging
needs of domestic and world food economies. If managers, public and pri-
vate, are to develop effective strategies and policies, they must be fully aware
of the total commodity system in which they participate and they must
understand the interaction of its parts. What is required in Canada is compre-
hensive and penetrating presentations, analyses, and evaluations of the com-
modity systems in the agribusiness industries.

" 'In the United States, pioneering work and some of the best research into
agribusiness systems has been carried out at the Harvard Business School by
Davis and Goldberg.! Although badly needed in Canada, we have no studies
of our own commodity systems that approach the work of Davis and Gold-
berg in quality and comprehensiveness. '

To carry out such a comprehensive analysis of the major commodity
systems in Canada would require significant commitments of time and resour-
ces. Several major research projects would be required at a total cost proba-
bly in the range of $75,000 to $125,000 and three to five man-years of time.
Equally vital would be the participation of industry and government.

Since its terms of reference were primarily concerned with farm problems,
the Task Force limited its research to a relatively small three-month, one-
man project aimed at approaching existing information. It is obvious, there-
fore, that this chapter cannot be a definitive analysis of any or all of the
agribusiness industries. An attempt has been made, however, to make a brief
survey of the major industries through organizing what data are available and
to point the way towards further studies in greater depth.

Perhaps the best way to gain some understanding of the overall size, scope,
and structure of Canadian agribusiness is to review an input-output matrix
patterned after LeontiefP’s technique of interindustry analysis. The input-out-
put matrix presented in Exhibit 1 was compiled from the computer printouts
made available by D. B. S. officials, whose cooperation and assistance were of
great help. Several matrices were available, in varying degrees of detail. The
65 industry by 65 commodity matrix figures were used.

On the assumption that most readers will be unfamiliar with such a matrix,
we shall begin with a brief explanation of what it represents.

An input-output chart may be likened to a double-entry bookkeeping
system which shows purchases from and sales to each of the scctors of the
economy. Each sector will buy and scll from the others in varying propor-
tions but the end result is that total purchases will equal total sales; that is,

1John H. Davis and Ray A. Goldberg, A Concept of Agribusiness (Boston: Harvard
University, 1957). Ray A. Goldberg, Agribusiness Coordination: A Systems Approach to
the Wheat, Soybean, and Florida Orange Economies (Boston: Harvard University, 1968).

<
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liberally from the Davis-and Goldberg explanation of the input-output ‘matrix, -

total inputs equals total: outputs. Again to use the accounting -analogy, an
input-output table is similar to a balance sheet in that it represents a state of
affairs at one point in time. Exhibit 1 is based on 1961 data and the
relationships shown by it will not be exactly the same for other years:

Exhibit 1 depicts, in summary form, the dollar flow of resources, goods
and services through agribusiness and the rest of the economy in 1961, both
by industry of origin and by industry of destination. The horizontal .Tows,, as
read from left to right, trace how the output of each sector of the economy is
distributed among the other sectors. The vertical columns, as read from top
to bottom, trace how each industry obtains or purchases its needed inputs of
goods and services from the other sectors. o SRR

In an ideal matrix or input-output chart based on interindustry flows,.each
industry sector would appear in identical form, both as a selling entity on the
side and as a purchasing entity at the top of the chart. The totals of each
sector—if expressed in dollar terms—would be equal when added vertically
and horizontally, and the sum of all sectors, would be the input and output
totals for the national economy. However, a matrix of such detail would be
unwieldy for the purpose of this study in that it gives unnecessary emphasis
to non-agribusiness sectors of the economy. Hence, in Exhibit 1, only those
industry sectors of importance to agribusiness have been designated in the
purchasing sectors across the top and other transactions have been grouped
into summary sectors. Similarly, some groupings were made for the producing
sectors down the side, although the complete D. B. S. listing of sectors is also
shown. Thus, while in essence the whole economy is represented in'the flow
of goods and services shown in the matrix, this specific arrangement of
sectors more or less limits the use of the matrix to the particular purposes of
this study.? ‘ ' :

The D. B. S. matrix we are using does not balance inputs with outputs
perfectly on an individual industry basis because the columns (titled across
the top) represent industries and the rows (titled down the side) represent
commodities. The total for any one industry column will not necessarily
balance with the total for the corresponding commodity row because a

ccommodity may be produced by more than one industry. The differences are

not great, however, and for descriptive purposes we shall treat the commodi-
ties as industries. For example, the total input to agriculture shows as $3,~
120,100,000 (row 75, column 1) while the total output of agricultural
products shows as $2,813,300,000 (row 1, column 27). Although there are
these varying differences between industries and corresponding commodities,
they are approximately the same and the final total inputs and outputs are

roughly in balance (row 75, column 27). o .
At the top of Exhibit 1 are two rows of column numbers. The top row 1s -

the numbers of the columns in the D. B. S. matrix from which the figures
were taken, a 65 industry by 65 commodity matrix. The second row is merely
the consecutive numbering of the columns we are using and is the set of
column numbers that we shall use. As mentioned previously, we have not

iY

1 Davis and Goldberg,- A Concept of Agribusiness, pp. 25-29. We have used and'quolgd
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listed all of the individual industries as many of them are not part of
agribusiness. Column 21 is the total of all other industries not listed in
columns 1 to 18. Column 20 corresponds to D. B. S. column 66 which is the
total for all industries (D.B.S. columns 1 to 65). Column 19 is the sub-total
of columns 1 to 18. Column 21, which is column 20 minus column 19, is
therefore the aggregate of all other industries not specified in columns 1 to

18. Column 28 is the total for the food industries (columns 2 to 8) and
column 29 is the total for all beverages (columns 9 and 10). In the rows
listed at the left the entire 75 D. B. S. listings have been shown and the
aggregations we require for agribusiness have becn derived from them as
shown in rows 76, 77 and 78.

" To facilitate an understanding of Exhibit 1, let us examine the sector of
Feed, Flour, and Cercals, row 11, and trace selected input-output relation-
ships pertaining to it. Reading from left to right along row 11, the transac-
tions reflected in cach column may be viewed cither as sales or purchases
(depending on whether they arc approached from the viewpoint of the sector
shown at the left or top of the table). To illustrate, column 6 of row 11
shows transactions between the Feed, Flour, and Cercals scctor and the
Biscuits and Bakeries scctor in the amount of $60,300,000. From the stand-
point of the sector on the left this was a sale, but from that of the scctor
shown at the top it was a purchasc. We first shall look upon transactions
from the former viewpoint, thus considering them as sales.

Proceeding from left to right along row 11, the Feed, Flour, and Cereals
scctor of agribusiness sold $256,500,000 of output to the Agriculturc sector
(column 1); $900,000 to the Mcat and Poultry Processors sector (column
2); $100,000 to the Dairy sector (column 3); and $300,000 to the Fruit and
Vegetable Canners scctor (column 4). Column S indicates that the Feed,
Flour and Cercals scctor utilized its own products in the amount of $38,200,-
000. Continuing along row 11, the Feed, Flour, and Cereals sector sold
$60,300,000 of output to thc Biscuits and Bakcrics scctor (column 6);
$800,000 to the Sugar and Confectionery scctor (column 7); $10,100,000 to
the Other Food Industrics scctor (column 8); zero volume to the Soft
Drinks scctor (column 9); $2,700,000 to the Alcoholic Beverages scctor
(column. 10); zcro volume to the Tobacco Products (column 11), Leather
Products (column 12), Paint and Vamish (column 13) and Pharmaccuticals,
Soaps and Toilctrics (column 14) scctors; $400,000 to the Other Chemical
Industrics scctor (column 15); $8,900,000 to the Hotels and Restaurants
scctor (column 16); $100,000 to the Other Services sector (column 17);
$5,000,000 to thec Wholcsale and Retail Trade sector (column 18); and
$8,700,000 to the All Other Industrics sector (column 21). The All Other
Industrics scctor (column 21) is comprised of thosc industrics which pur-
chasc only minor amounts of goods and scrvices from agribusiness sources.

Columns 1 to 18 (totalled in column 19) plus column 21 together repre-
sent all the processing or intermediate scctors of the cconomy (totalled in
column 20); columns 22 to 26 rcpresent categorics of cnd-product demand.
This end-product demand represents the final consumption of the goods and
scrvices produced in the processing scctor. For example, the Feed, Flour, and
Cereals scctor sold $68,900,000 to the Exports scctor (column 22); zero
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volume to Re-Exports® (column 23); it imported $7,700,000 of its goods
(column 24); it put $2,600,000 of its goods into inventory (column 25); and
it sold $90,200,000 to the Other Final Demand* sector (column 26).
Column 27, entitled Total Output, represents the value, at producer’s prices,
of all the output for each industry sector. The Feed, Flour and Cereal sector
had a total output of $547,000,000.

Having examined the output of the Feed, Flour and Cereals sector as
distributed among the various processing and end-product sectors of agribusi-
ness and the national economy in 1961, we next consider the vertical column
of this sector and trace through the purchases. Continuing the use of Feed,
Flour and Cereals as an example (following column 5 from top to bottom)
we note that this sector purchased $236,100,000 from the Agriculture sector
(row 1); no goods or services from the Forestry Products (row 2), Fish and
Fur (row 3), and Metal Ore and Concentrate (row 4) sectors; $1,100,000
from the Non-Metal Minerals sector (row 5); $300,000 from the Coal Sector
(row 6); $100,000 from the Oil and Natural Gas sector (row 7); $15,500,-
000 from the Mcat Products sector (row 8); $1,400,000 from the Dairy
Products sector (row 9); and $400,000 from the Fruit and Vegetable Prod-
ucts scctor (row 10). Column 5, row 11 relates to the same transfer of
goods within the Feed, Flour, and Cereal sector mentioned earlier; however,
when read down the column the transfer shows up as a purchase of $38,200,-
000 of supplics rather than as a sale. Similarly, following down column 5
from rows 12 through 65, the purchases (inputs) by the Feed, Flour, and
Cereal sector from the respective sectors of the processing or intermediate
industrics may be ascertained. The remaining rows (66-73) represent factor
payments made by the purchasing columns. Factor payments consist of cost
items not included in the transactions of the processing sectors and need not
concern us here. Reading down column 5, row 75 shows the total outlays of
this purchasing column. As mentioned carlier, the total outlays, or inputs
(row 75, column 5), do not match cxactly the total outputs (row 11, column
27) because the rows are expressed as commoditics rather than industries.
For our purposcs we shall treat the commoditics as if they were industrics as
the discrepancics in balancing in cach sector arc not sufficient to affect our
illustrative use of the data.

Through interindustry analysis it is possible to dctermine the direct and
indircct requirements from various scctors per dollar of final demand from
any onc particular scctor. Such analysis takes into account the interdepend-
ence amongst the productive units of an cconomy and, therefore, can be
applied to analysis of the cconomic structure, formulation of programs of
action, and prediction of futurc cvents. Interindustry techniques are useful for
both structural analysis and policy guidance but so far have been only of
limited valuc for prediction.

8 Re-cxports are imports that are subsequently exported, for example, auto parts that
are imported to be incorporated in finished autos.

¢ Other Final Demand is made up of consumer purchases, government purchases, and
capital formation. For the agribusiness industrics we are examin‘ing‘ Other F.inal Dchnd
is almost complctely consumer purchases as the government expenditure and capital formation
components are negligible.
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THE AGRIBUSINESS FLOW CHART FOR 1961

The Agribusiness Flow Chart for 1961 (Table 4 in this chapter) illustrates
in graphic form the most important data contained in the Input-Output
Chart, Exhibit 1. In the flow chart one can trace the major farm supplies
items as they were utilized in farm production, and the movement of the
resulting farm commodities through successive stages of processing and distri-
bution. The pattern of this specific flow chart is but one of many that might
be devised from basic matrix data to highlight different features of agribusi-
ness or to amplify a specific segment of it,

The data for the Flow Chart, (Table 4), and for the Input-Output Chart,
Exhibit 1, for the most part are the same and the source is the D.B.S. 65
industry by 65 commodity matrix for 1961. Table 4 is just one of many ways
of presenting the data contained in Exhibit 1 to show the interrelationships
and intrarelationships that exist within agribusiness and between agribusiness
and the rest of the economy. The main purpose of the Flow Chart is to give
some general over-all dimensions of agribusiness as it existed in 1961, using
the best data and estimates available. This is not a complete or an exact
picture of agribusiness, yect it does present a general outline of that part of the
cconomy we refer to when using the term “agribusiness.”?

The derivation of the Flow Chart from the Input-Output Chart is outlined
in Appendix B. \

From cxamination of thc Agribusiness Flow Chart, we sce that there are 9
industrics supplying major inputs to agriculture. The principal onc, machinery
and motive power, is the subject of a Royal Commission whose final report is
cxpected late in 1969. For many of the industrics such as chemicals, trade,
petrolecum products, finance, and transportation, their outputs to agriculture
arc a relatively small part of their total outputs.

On the output side of the agriculture scctor, the food, alcoholic bc\cmgcs,
and tobacco products industrics represent the principal domestic markets in
the processing-distribution scctor for the products of the agriculture scctor.

$Davis and Goldberg, A Concept o) Agribusiness, pp. 29-31. 1
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APPENDIX B

RECONCILIATION OF THE AGRIBUSINESS FLOW CHART
(TABLE 4) WITH THE AGRIBUSINESS INPUT-OUTPUT
MATRIX (EXHIBIT 1)

Exhibit 2—Flow Chart

Agriculture Purchases

1. Agriculture purchased $64.2 million from Seed Sup-
plies

2. Agriculture purchased $289.0 million from Feed
Manufacturers

3. Agriculture purchased $347.1 million from Farm
Machinery and Motive Power Manufacturers............

4. Agriculture purchased $154.1 million from Petroleum
Products Manufacturers.

5. Agriculture purchased $76.1 million from Fertilizer
Manufacturers.

6. Agriculture purchased $28.3 million from Agricul-
tural Chemical Manufacturers...

7. Agriculture purchased $105.6 million from Wholesale
and Retail Trade..

8. Agriculturc purchased $94.3 million from Finance,
Insurance, and Real Estate

9. Agriculture purchased $102.0 million from Trans-
portation, Storage and Ultilitics..............ocoverrererrennneae

Intermediate Activities

10. Food Industrics purchased $1,601.9 million from
Agriculture

11. Alcoholic Beverages purchased $29.9 million from
Food Industrics

12. Alcoholic Beverages purchased $17.8 million from
ABTICUNULC ..ottt eeeece s sesessnes

13. Tobacco Products purchased $103.5 million from
ABHCUIUIC. ..ot seenae et

14. Agriculture exported $803.1 million............oeocerueneee.

15, Wholesale and Retail Trade purchased $210.3 million
from Agriculture

16. Hotels and Restaurants purchased $52.4 million from
ABTICUNUIC ... oottt cev e sensisneren

17. Hotels and Restaurants purchased $351.5 million
from Food INQUSICS......cee e e

18. Leather Products purchased $24.5 million from Food
IOUSIICS oo esbs et

19. Pharmaccuticals, Soaps, Toiletries, and Other Chem-
icals purchased $32.4 million from Food Industrics..

............

20. Paint and Vamish purchased $5.2 million from Food
INAUSERICS oo

Exhibit 1—Source

10.

11.

Agriculture Purchases

. D.B.S. estimate
. D.B.S. estimate
. D.BS. estimate
. Column 1, row 48
. D.B.S. estimate
. D.B.S. estimate
. Column 1, row 55
. Column 1, row 59

. Column 1, row 56 plus

column 1, row 58

Column 28, row 1

Column 10, row 27

12. Column 10, row 1

13.
14.

15.

16.

17.

18.

19.

20.

Column 11, row 1
Column 22, row 1

Column 18, row 1
Column 16, row 1
Column 16, row 77
Column 12, row 77

Column 14, row 77 plus
column 15, row 77

Column 13, row 77

GOVERNMENT; AGRIBUSINESS; FARMER ORGANIZATIONS




Intermediate Activities Agriculture Purchases
21, Wholesale and Retail Trade purchased $14.5 million

from Food Industries. 21. Column 18, row 77
22. Food Industries exported $341.0 million..................... 22, Column 22, row 77
23. Alcoholic Beverages exported $88.6 million................ 23. Column 22, row 16
24. Tobacco Products exported $28.1 million..............ou.... 24. Column 22, row 17
Other Final Demand Other Final Demand
(effectively Consumer Purchases) (effectively Consumer
Purchases)
25. Non-processed foods $486.2 millioN........ccoveeveeeerereernens 25. Column 26, row 1
26. Food Industries $3,178.7 million 26. Column 26, row 77
27, Alcoholic Beverages $322.5 million 27. Column 26, row 16
28. Tobacco Products $231.8 million 28. Column 26, row 17
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chapter twelve

MARKETING BOARDS

INTRODUCTION

Marketing boards! were created partly because of producer dissatisfaction
with prices and incomes and partly because of the wide disparity in numbers
whereby large numbers of farmers must sell to small numbers of agribusiness
firms. Early attcmpts to meet these problems took the form of marketing
co-opcratives. Although marketing co-operatives did many things successfully
the fact that they could not make deductions from all producers nor bargain
collectively for all producers nor manage the supply coming to market, led to
the demand for farmer-controlled marketing boards with compulsory powers
over all producers of a specificd commodity.

Because of legal decisions concerning the constitution, all producer-con-
trolled marketing boards arc organized provincially. There are now about 120
such boards and they arc involved in the sale of about one-quarter of the
value of all farm products sold in Canada.

'In this chapter we have not included among marketing boards such federally-appointed
bodics as the Canadian Wheat Board and the Canadian Dairy Commission. For the carly
history of marketing boards sce:

Poctschke L. E. and Mackenzic W, The Development of Producer Marketing
Boards in Canada, 1957.

Sce also: Hiscocks C. A. and Walker H. V., A Report on Marketing Boards in
Canada, 1969, a study undertaken at the request of the Task Force. For
cxperience specifically in Ontario, where marketing boards have been more
prevalent than in other provinces, sce

Petkin, G. F. Marketing Milestones in Ontario 1935-1960, Ontario Department
of Agriculture and Food, 1961. For dctails of voting requirements, adminis-
tration and rclation to governments, sce

A Comparative Study of Agricultural Marketing Legislation in Canada, Australia,
United Kingdom and the United States, University of Guelph, 1964.
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This chapter examines the effectiveness of various marketing board pro-
grams which have been tried or proposed. These include product promotion,
improvement in marketing channels, two-price systems, collective bargaining,
input quotas, and sales quotas. It then examines several crucial issues: the
appropriate type of national marketing boards, relations of boards with
governments, and the relations of boards with other sectors.

A Note on Supply Management

There is a great deal of confusion about what is meant by “supply manage-
ment” and what types of programs could be regarded as programs of supply
management. To avoid confusion we shall deal with this definitional problem
at this point. Our dcfinition is as follows: supply management refers to
centralized control over the quantity and/or price of one or more commodi-
ties of specified quality coming from a specified group of producers to a
particular market or markets in a given period. Given this broad definition,
supply management may be brought about by four different types of
programs:

(a) two-price systems,

(b) collective bargaining,

(c) input quotas on the usc of one or more inputs by individual farmers,

(d) sales quotas on the amount of a commodity which may be sold by

individual farmers.

These arc dealt with scparatcly below.

GOALS AND PROGRAMS

Although the techniques and organization used to achicve the goals of
marketing boards differ considerably, the goals are identical. The primary
objective of any producer-controlled board is to increase the net income of its
members. Some boards may fail to achicve this goal cither because of adverse
cconomic odds or of mistaken or poorly cxccuted programs. In crror, some
regard “higher nct income™ as cquivalent to “higher prices” and attempt to
maximize the wrong thing. Because of the problem of estimating costs, most
boards regard gross income of producers as being a good proxy for:nct
income. In many cases this comes down to trying to get the best possible
pricc for whatever their members decide to produce in a given year.

It should be noted that the goal of higher income (net or gross) for
members (i.c. producers of the commodity in the province or arca specified)
cxcludes producers of other commoditics even in the same province and it
cxcludes also producers of the same commodity in other provinces. This is as
it should be, given the fact that boards are provincial in scope and commodity
oricntcd. The Ontario Soybcan Growers Marketing Board, mercly to usc
an cxample, must have as its prime concemn the income of those Ontario
farmers who choose to produce soybeans. The Board might co-operate with
the Winter Wheat Board to save administrative costs (as it docs), and
contract with United Co-opcratives of Ontario for certain marketing scrvices
(as it.docs) and contribute as a member of the Ontario Federation of
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Agriculture (as it does), and, if there were a similar board in Quebec or
Saskatchewan it might co-operate with it—but all of these actions should be
taken only if it appears that they are in the best interest of Ontario soybean
growers. The Board might attempt to get higher tariffs on soybeans or
soybean meal even though these might hurt Ontario hog producers; it might,
quite logically given its objectives, underline the acceptability of Saskatche-
wan-produced rapeseed meal.

(a) Product Promotion

Some marketing boards have limited their activities to advertising and
other methods of promoting their products: for example the Ontario Cream
Producers Marketing Board was a purcly promotional board during its many
years of existence. Other marketing boards often undertake promotion but
only as one of several programs. The Ontario Milk Marketing Board budgeted
about $2 million for promotion in 1968-1969. It is impossible to general-
ize about the value to producers of promotion expenditures, but, because
farmers arc so far from the point of retail sale, the case for promotion would
have to be unusually strong before it could be recommended.

(b) Improvement of Marketing Channels and Institutions

The usc of teletype installations in marketing hogs comes to mind at once
as a system pioncered by a marketing board which has greatly improved price
making and rationalized the marketing of the product. There have been
other, less dramatic, improvements especially in transportation (eg. of fluid
and industrial milk), in assembly, storage, and forwarding of cash grains, and
in providing market information, advice and forecasts. The possibilities for
producer benefit arising from these kinds of marketing board activities are
great. Each product and cach province, however, is unique and it is most
undesirable to conclude that any one program is appropriate for all
situations.

(c) Two-Price? Systems

Two-price systems operate when a scller receives a higher net price in one
geographical market than another, or when he charges a higher price for his
product when it is uscd in onc form rather than another. The former is the
system uscd by the Ontario Winter Wheat Producers Marketing Board when
it sclls into cxport markets at lower prices than in the domestic market.® The
latter is the system used by the Ontario Milk Marketing Board when milk
uscd for fluid consumption is more highly priced than milk for industrial use.

Multiple pricing is quitc common in non-farm ficlds. Industrialists scll
products for a higher net pricc at home (bchind a tariff) than abroad; a
dentist charges a wealthy patient more than a poor one; a distributor sells the
same physical product as a brand name high price product and also as a
sccond linc bargain counter product. All arc examples of multiple pricing or
“discriminating monopoly” as it is somctimes called.

*This is the commonly used term but “multi-pricc™ is probably better.
* Some boards disclaim any action of a two-price nature. For example, British Columbia

Tree Fruits isued a formal statement at the Canadian Agricultural Congress of March
1969, denying their use of multi-pricing.
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There is no doubt that multiple pricing can often produce greater revenue
for the same quantity sold. Usually this involves a high price in the domestic
market and a low price abroad where one must compete with the products of
other countries. Unfortunately multi-pricing discriminates in favour of foreign
consumers and against Canadian consumers but this is usually true for any
product (farm or non-farm) when the multi-pricing is done by Canadians.
When it is done by others we call it dumping. The last sentence is, unfortu-
nately, only too true, and indicates the way in which attitudes are shaped by
words. A “two-price system” sounds perfectly respectable; “acting as a dis-
criminating monopolist” has questionable overtones, but “dumping” seems a
rather despicable action, performed only by our competitors (usually
foreign). Yet they all refer to the same act, and they all discriminate against
consumers in nearby or home markets.

The Task Force can see no objection in principle to farmer marketing
boards operating two-price systems especially when such pricing occurs also
in other sectors of the Canadian economy. The only objection would seem to
be when governments not only give central sclling privileges to a board but
also either ban imports or give that board the right to license (or refusc to
license) imports. In other words, since there are no import quotas or licenses
for the importation of soybeans, onions,! winter wheat and white beans, then
boards should be frec in principle to operate multi-price systems if they wish.
The Canadian Wheat Board does have licensing privileges over imports of
wheat and coarse grains.

The possibility of successfully operating a two-price system between two
geographically distinct markets depends upon keeping the two markets scpa-
rate. Obviously, the spread in pricc between the two markets could not
exceed the cost of transport and tariff from the low priced to the high priced
market or the product would flow to the latter. In the case of a milk board
which operates a multi-price system depending upon the form of utilization of
the product, the pricing program would collapse were it not for the authority
of the provincial government which enforces the multi-pricing systcm. The
argument for a two-pricc system for hard spring wheat is strengthened by
current practice in regard to milk. Bread and fluid milk arc more or less
cqually basic to Canadian dicts, poor familics spend much higher proportions
of their incomes on both bread and milk than do rich familics. If a two-price
system on bread is regressive® which is the argument most frequently used
against it, then so is price discrimination in milk sales since fluid milk prices
exceed those of industrial milk of cqual quality. A two-price system for wheat
could work only because of federal government import licenses, but the two
pricc system for milk does work only because of provincial government
regulations. Scen in this light, it would appear illogical to support price
discrimination for milk and deny it for wheat.

Onc of the most questionable forms of price discrimination is that of the
Canadian Dairy Commission in maintaining the price of skim milk powder at
20 cents per pound to Canadians, while sclling it to forcign consumers at six

*The Ontario Onion Producers Marketing Board sold at top price in Ontario, lower
in Qucbec, and lowest abroad. A producer vote in 1969 was unfavourable to its continuing
to market onions.

* Falls proportionately more heavily on low income people,
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to eight cents. This, of course, is true of all export subsidies and tariffs, and
illustrates the far greater emphasis nations place on their citizens as producers
rather than as consumers.

A two-price system involves some form of price pooling whereby those
whose product is sold to the lower price market are not penalized. Because
pooling is difficult to operate on a voluntary basis (since everyone would
prefer to sell his product in the high price market) it usually involves the
compulsory features of a marketing board.

(d) Collective Bargaining

To many people marketing boards represent the opportunity for collective
bargaining which has done so much, apparently, for labour unions and trade
associations. This is particularly appealing in an industry in which there are
thousands of producers and only a few buyers. Some marketing boards
bargain collectively with buyers concerning minimum prices and terms and
conditions of sale (grades, discounts, permissable amounts of foreign materi-
al, time of payment and so forth). For example minimum prices of vegeta-
bles-for-processing in Ontario are established by collective bargaining well
before the planting season begins; thereafter processing companies sign con-
tracts with producers for specified numbers of acres to be devoted to a crop.
Since it is very risky to produce such products without a contract, there is in
effect, a form of supply management. Processors are able to contract in the
way which they find most efficient or expedient—usually with the larger,
more dependable growers. The number of acres contracted by each processor
is well known and each probably takes not only the price but the acreage
contracted by his competitors into account in deciding upon the total of his
contracts. This procedure can bring greater stability and less risk to the
producers of thesc commodities and higher quality to consumers.

There are two possible disadvantages to such collective bargaining. The
first is a loss of efficicncy. There is no way by which a new producer can
break into this field of production except by persuading some processor to
offer him a contract. It is illegal for him to offer to sell at less than the
minimum negotiated price or to offer “kick-backs” of any Kind. Furthermore,
the minimum price to producers usually applies across the province regard-
less of farm production costs in different regions. The result is that produc-
tion locations arc determined by the processors exclusively on the basis of
their harvesting, processing, and distribution costs. It is probably the case that,
given their other alternatives for the use of land and labour, producers in
lower income, lower land-value areas could afford to produce these commodi-
tics for lower prices than could those currently producing them. They cannot
compete, however, by cutting prices because there is collective bargaining.
Thus production may occur in thc wrong arcas, reducing efficiency and
working against the competitiveness of the industry.

A sccond possible disadvantage is that the marketing board may insist on a
price so high as to price local output out of the market, or, alternatively to
make production so much more profitable than processing that processors
move into the production phase. This has apparently been the case with

several vegetables-for-processing in Ontario.
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Collective bargaining may be involved in negotiating a one-price agree-
ment, as in the case of Ontario vegetable-for-processing, or be a part of a
multi-price system insofar as domestic prices are set by collective bargaining.
Increasingly, however, it has been recognized that the bargaining power of
marketing boards is limited unless they are able to control the supply of their
products coming to market, as well as the supply of close substitutes. This
has led to requests for marketing boards on a national scale.

(e) Input Quotas or Rights to Produce

Farm leaders have long recognized the importance of being able to control

output or sales in order to increase the prices of farm products and the
incomes of farmers. Early attempts to do so came through voluntary market-
ing co-operatives but these attempts were bound to be unsuccessful because
they were voluntary; every producer had something to gain by remaining
outside the organization and gaining the advantage of any higher prices which
the program might produce.
" The appeal of a program aimed at limiting output or sales in that it
attempts to come to grips with the underlying problems of demand and
supply whercas other programs such as price supports, input subsidies, mar-
keting board sales promotion and so forth may be of limited benefit or great
cost and do not affect the root problems of demand and supply conditions.
The case for input or sales quotas is made usually on the grounds that the
last two or five per cent of output is the critical amount, that it is in some
sense “surplus”®, and if it could be climinated, farm incomes would be much
improved.

“Bargaining power”, about which much has been written, is cssentially
dependent upon the ability to control supply.

Examples of input quotas arc the acreage rights issucd by thc Ontario
Flue-Cured Tobacco Growers Marketing Board, and broiler floor space rights
by the British Columbia Broiler Growers Marketing Board. The delivery
quotas of the Canadian Wheat Board arc in a different but related category—
different in that their purposc is to allocate scarcc storage spacc among
producers, similar in that quotas depend upon specificd acreage per farm.

When the use of onc input is restricted, thus reducing output and raising
product prices, additional income accrucs to the owners of the rights or
quotas, the quotas acquire capital value, and the costs of production risc,
both actual (for new produccrs) and calculated” (for existing producer-
owners). The gain accrucs almost entircly to the quota owner, not to his
tenant. The agency responsible for the supply management program must
establish rules by which quotas may be transferred among producers and by
which new quotas may be allocated, and by which the agency may acquire or
climinate quotas.

Economically, the risc in the price of the quotas or the input to which the
rights arc attached leads to morc intensive usc of other inputs, resulting in
increasing costs. Thus high prices for tobacco land Icad producers to usc

¢That is, in excess of what can be sold at prices regarded by producers as satisfactory,

tIn the sense of “opportunity cost™, if a quota could be sold for $10,000 today, to
hold it involves an annual cost of about $800 since the $10,000 could be invested at about
8 per cent.
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more fertilizer and irrigation per acre, with higher costs, than would other-
wise be the case. From the national point of view, resources are allocated
inefficiently. From the point of view of an owner of land with tobacco rights,

the program probably has the happy result of providing him with a tax-free
capital gain,

" (f) Sales Quotas

. Fluid milk producers in many provinces have sales quotas or specified
amounts which they can sell in certain markets. This technique has the
advantage that it permits the lowest cost combination of land, labour, and
capital to produce a given amount of output on any one farm and in this way
is superior to the control of inputs. Its chief disadvantage for many products
would be that output cannot be fully predicted, and thus producers may find
unanticipated surpluses or deficits relative to their marketing quotas in any
one production period. This problem can be largely overcome by allowing
producers to exceed their quotas in one year, but subtracting the excess in
that year from the quota of the following year, perhaps imposing a modest
penalty. In the case of fluid milk, a secondary low price market is available.

" ALLOCATION, TRANSFER, AND EXPANSION OF QUOTAS

-~ For both input quota and sales quota programs, the quotas are held by
individuals. Three vexatious problems arise concerning the initial allocation,
the transfer, and the ecxpansion of quotas. These are considered at this point.

The Initial Allocation of Quotas to Producers

There are three practical ways to allocate quotas initially: on the basis of
production in a specified quota-setting period of the past, on the basis of
present production capacity, and by auction. None of the techniques is ideal.

Basing the initial allocation of quotas on the level of output or sales in a
specified period may be unfair to those who were investing in new facilities
between the time that the quota setting period began and the time that
the decision on the method of allocating quotas was announced. Others might
be adversely affected by some temporary factors beyond their control, espe-
cially if the commodity is a crop and subject to unusual weather conditions.
These problems can be overcome to some cxtent by some form of appeal
system for those who feel themselves adversely affected by the program.
Morc important is likely to be the lack of data on output or sales. Even with
a product like cggs for which data arc kept in order to calculate deficiency
payments it is by no means clear that all sales have been recorded. For other
products like beef, corn, and apples, it is unlikely that data would be reliable.

Basing the initial allocation of quotas on present production capacity has
the appeal that assct-structure would bear some resemblance to initial quotas.
This approach is probably more desirable for livestock and special crop
facilitics such as tobacco kilns than for most crops. There would remain some
knotty problems of measurcment and adequacy of facilities that would test
even a Solomon. Adequate facilitics unused for several years would be hard
to classify and arbitrary decisions would abound.
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Allocation by auction is probably the most open way, though this approach
is unlikely to be popular among producers. Assuming that the quotas are
valuable or will be valuable, why should they be given away? It is as logical
and reasonable to have initial allocation determined by market prices as to
have transfers determined in that way once the supply management program
is underway. This argument would not apply, of course, in the case of fluid
milk where quotas of various kinds have been in existence; nor, indeed, for
any product with a quota system in operation. Revenues derived from quota
sale might be held as a reserve by the agency for future use in market
development, subsidized exports, research or administration. No one tech-
nique is likely to be entirely satisfactory cven for one commodity. What is
important, however, is to realize that quotas arc possible only because of
legislation and regulation by governments, that the money value of quotas
represents windfall gains (uncxpected and not worked for) and must be
allocated with these two facts in mind.

Transfer of Quotas

There must be some mechanism by which quotas may be transferred
among producers. The agency must rccord and sanction all transfers. There
arc scveral possible techniques:

(a) Rights attached to specific real estate. In this casc the only way
in which a producer can gain new or additional rights is to purchase a
farm with rights or quotas whether or not the farm is likely to be an
cflicient part of the producer’s enterprisc. This is an incflicicnt system
for transferring rights or quotas and results in fixed location of output
geographically.

(b) Freely saleable or transferable. Varying prices would be cstab-
lished by demand and supply. Some geographical or other basis of
regulating transfers might be imposed (for cxample, preventing the
transfer of tobacco rights to those who have no suitable land or, in
the case of marketing quotas such as for fluid milk, to those in remote

-geographical arcas).

(c) Rights purchased and re-sold by the supply management agency.
Prices might be sct arbitrarily by the agency or cstablished by auction;
rights must be scparate from rcal estate. This is a variation of (b).

(d) Rights surrendered to and allocated by the supply management
agency. Rights would be of usc only and not of property but would
have scarcity value. This technique lacks satisfactory and acceptable
critcria and would Icad to suspicions of favouritism and worse.

In Ontario, fluid milk quotas prior to 1967 were transferred as described in
(a); since 1967 they arc transferred according to (b); the Hop Marketing
Board in the United Kingdom followed the procedure indicated by (c).
Rights to produce and scll fluc-cured tobacco arc as in (a); rights for broiler
production in scveral provinces are as in (b). Economically, there can be no
doubt that (b) is preferable to (a) and, politically, that (d) is most un-
desirable.
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Expansion of Rights

The previous section dealt with the transfer of existing quotas or rights; in
addition, as markets expand new rights must be created. These may merely
be allocated to existing owners of rights on a pro rata basis, or allocated
arbitrarily, or auctioned by the agency. The first technique has serious limita-
tions for some products. For example, to add three to four per cent to a
broiler grower’s rights would imply an expansion in production of perhaps
1,000 to 2,000 birds per year; economic expansion would involve a new
broiler house with 10,000 or morc birds per year. The second technique—
arbitrary allocation by the agency—is fraught with political difficulties. Only
the third technique—auction of additional rights—can be justified economi-
cally and politically. The agency would receive the revenues and either
pro rate them back to existing rights holders, or use them for research,
market devclopment, or other purposes.

INTERPROVINCIAL FLOW OF GOODS

Provincial marketing boards often have found the effectiveness of their
programs undermined by increased production and lower prices in other
provinces. This has been especially true for programs of collective bargaining,
two-price systems, and input or sales quotas if production can occur in other
provinces. At such times, farm leaders often scek some restrictions on the
inflow of goods from other provinces or advocate the formation of national
marketing boards.

Provincial governments have occasionally restricted the flow of goods
interprovincially by the usc of “hecalth” and “sanitation” standards and
inspection. For example if Province B insists that milk sold in the province
must be produced on farms which arc inspected by Province B's inspectors,
and these do not visit farms in Province A, then there can be no interprovin-
cial movement from A to B. Similarly if a province insists that cggs must be
inspected and check graded by its own employees, perhaps to slightly differ-
ent specifications from other provinces, then that province can so harass
importers that interprovincial trade is reduced. Actions like these arc not
common, fortunatcly, but have occurred in spite of the fact that interprovin-
cial and international trade arc constitutionally under federal jurisdictions.

The Task Force wishes to take a strong position in opposition to these
types of restrictions. They invite retaliation and could produce a measure of
cconomic Balkanization that would be totally undcsirable.

NATIONAL MARKETING BOARDS

Producers of many farm commoditics look to the experience of provincial
fluid milk boards and to the Ontario tobacco board in which high prices have
resulted from production or sales quotas. Other provincial boards have had
some success in raising or stabilizing prices to their members but in a number
of cases have cncountered difficultics arising from the inflow of similar
commoditics produced in provinces in which there arc no similar programs.
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Leaders of such boards, and other farm-leaders, now look to national market-
ing boards to accomplish what they have found themselves unable to do in
their own provinces only. Thus the desire for supply management, designed
to affect farm prices and incomes, has become closely linked with a desire forg
national marketing boards. The two are not inseparable however, for national
marketing boards might have other programs, such as sales promotion or
improvement in selling techniques which are different from the various forms
of supply management.

Different national boards might be of various structures and types just as
provincial boards are. To be effective, powers would have to be delegated by
both federal and provincial governments, however, and power that is delegat-
ed can always be withdrawn if one or more provinces feel that the arrange-
ments are not in their interest. There appear to be three possible types of
national marketing boards.

1. National Agency of Provincial Boards

One possible kind of national marketing board is a national producer-con-
trolled agency created by provincial marketing ‘boards. The Government of
Canada might give this national board the authority to regulate interprovin-
cial trade and cxports (but not imports).® Such a national board might
co-ordinate provincial programs, operate national two-price systems and col-
lective bargaining in addition to attempting to control output. In the latter
case, the national body would sct output quotas; the provinces (cither the
appropriate marketing boards or the provincial governments or both) would
have to agree to a distribution among them of the total national quota. Each
provincial producer-controlled board would allocate its provincial quota using
whatever technique it liked for initial allocation, transfer and expansion: of
quotas by individual producers. The original division of national quota among
the provinces would be sct by ncgotiation, probably using some combination
of present provincial consumption, capacity, and production as criteria.”A
formula might be deviscd to sharc expansion in cach provincial market,
perhaps according to growth in population or to give greater sclf-sufficiency
provincially. :

Economically, this system is likely to be a disaster, Balkanizing the ccono-
my into ten sub-cconomics and preventing the shift of production to those
arcas in which it can be carricd out most cheaply and most profitably. If
Provincc A were granted ten per cent of national output in the original
allocation, it is most unlikely cver to agree to nine or cight per cent cven
though it loses ‘all existing production advantages. Canadian productive cffi-
ciency would be scriously affected and in a few years onc might expect to sce
increased low cost imports and then demands for higher tariffs and for import
quotas. :

8 Under the Agricultural Products Marketing Act the Federal Government now ddeg’:’("c‘s
to provincial marketing boards the power to control products produccd within the province
and moving into interprovincial and international trade. The constitutional issues of delega-
tion to a national agency or of re-delegation by provincial boards to a national board,

and the position of provinces which have no provincial' board for a given commodity,
are not clear, s LN <L

.
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‘This type of organization has the appeal of embracing existing producer
boards and of bringing provincial departments of agriculture into the opera-
tion. There would be problems of protracted negotiations and possibly stale-
mate, given 11 governments and a number of provincial producer boards.
Decisions of the national board would tend to reflect uneasy compromises
under the ever-present threat that a provincial group might withdraw. These
problems are likely to be much less severe for two-price and other programs
than for those which involve quotas. Supervision and enforcement of provin-
cial quota limitations could give rise to suspicions; one has only to imagine
what would have been its problems if the Canadian Wheat Board had been
operated as a federal-provincial scheme with provincial boards responsible
for administration of delivery quotas and storage within their boundaries.

2. Federally-Appointed Commission like the Canadian Wheat Board

Such a board would receive its primary powers and its structure from the
Federal government but provincial government would have to delegate to it
some of their powers relating to intraprovincial trade (within one province).
Once again, the necessity for delegation of powers from different governments
means uncasy compromise at best. Such a commission would, however, be
able to control inter-provincial and export sales without depending upon
provincially delegated powers. It could operate two-price systems and storage
programs. If it attempted to control output it could do so by operating a
nation-wide system of negotiable sales quotas, preferably facilitating exchange
of quotas through a central brokerage.

Such a system may not be politically acceptable either to provincial gov-
emments or to any existing provincial marketing boards. The Canadian
Wheat Board, so sacrosanct in the eyes of some prairie grain growers for the
past 25 years, is in existence because of the unique developments of the
1930’s, and being here, is unchallenged. To create somewhat similar bodies at
present might be politically impossible.

3. National Producer-Controlled Boards

A third type of national marketing board might be the national equivalent
of onc of the present provincial producer-controlled boards. It could resemble
the Canadian Wheat Board in its powers and operation, except that its
dircctors would be clected by producers rather than appointed by govern-
ment.® Such a national board would have to obtain its powers and report to
some form of government appointed National Agricultural Marketing Board
similar to the government-appointed boards which now administer the pro-
vincial marketing board legislation. The constitutional position concerning
this typc of national board is not entircly clecar. The old Natural Products
Marketing Act of the Federal Government which made somewhat similar
boards possible in 1934 was declared ultra vires in 1937. However there has
been considerable constitutional cvolution since that time and the constitu-
tional position is not completely clear.

® Other alternatives Qre possible of course; some might be clected and some appointed,
or some might be producers and others might be dcalers, processors and consumers.

MARKETING BOARDS o k)|

|
|
";4




The major weakness of this type of body, as with the federally-appointed
Commission, is political. In the case of provincial marketing boards, no
province has been willing to delegate authority to producer boards without
retaining the power to review and supervise through a provincially-appointed
Farm Products Marketing Board. Similarly there would have to be a National
Agricultural Marketing Board appointed by the federal government to dele-
gate powers to and review the operations of national producer-controlled
boards. Thus the national commodity marketing boards would stand in the
same relation to the Federal government and its National Agricultural Mar-
keting Board as provincial producer boards currently do to a provincial
government and its Farm Marketing Board. The legislatures delegating power
to marketing boards have a responsibility to consumers, processors, retailers
and others as well as to producers of other farm commoditics who may want
to produce the one in question.’® Government attitudes and responsibilitics
toward these other interests and toward the “national interest” arc not likely
to be greatly different whether the producer-controller boards are federal or
provincial as at present.

The major political problem is that the National Agricultural Marketing
Board would have to be responsible to the Federal government, since it
cannot be responsible to 11 legislatures. It is true that the Government of
Canada could attempt to crcatc advisory councils (scc Chapter 11) and to
consult the provincial dcpartments of agriculturc, but ultimate authority
would rest with the Federal government. This was not opposed in the casc of
the Canadian Wheat Board, nor of the Canadian Dairy Comumission, though
the first was introduced in times of emergency and the sccond to assist the
dairy industry and did not offcr any threat to the continuation of cxisting
provincial milk marketing boards.

In summary, political and constitutional problems will make it difficult to
create cffective national marketing boards. There are 120 provincial produc-
cr-controlled boards; vested interests have been created, both personal and
organizational. Provincial departments of agriculture have a long involvement
in marketing board legislation and operation and they would be reluctant to
jeopardize the work of the past and turn over much of their role to the senior
level of government. There is political appeal in the work done and there are
personal vested interests.

Assuming that these political and constitutional problems can be solved,
the most desirable form of organization scems to be a National Markceting
Board delegating power to national commodity boards (Number 3 above)
and to Commissions such as the Canadian Wheat Board. There scems no
good recason why all commodity boards should be formed in the same way
any morc than there arc any good rcasons why they should have identical
programs. Thus there could be a National Agricultural Marketing Board
which might crcate a Product A Markcting Commission and appoint its
commissioncrs, and create also a Product B national marketing board, all of

*To give a specific example, the Ontario Farm Products Marketing Board has a
responsibility to the thousands of Ontario farmers who would like to produce tobacco

as well as to the 4,500 farmers who have acreage rights and who determine the policy in
the Ontario Fluecuted Tobacco Growers Marketing Doard.
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whose directors would be elected by producers, and create a Product C
national marketing board whose members would be provincial producer
marketing boards.1?

The important thing is that the N.A.M. Board should be in a position to
act in the “national interest” in determining which powers should be dele-
gated to the commodity boards, and in reviewing the programs of the com-
modity boards and withdrawing powers if necessary.

RELATIONS OF BOARDS AND GOVERNMENTS

All producer-controlled boards arc creatures of provincial governments,
and depend not only for their powers but for their very existence upon the
government of their province. In a certain respect, of course, the same is true
of a corporation or co-operative incorporated under provincial legislation, but
a government never feels any necessity to hold a plebiscite as to whether the
corporations will continuc or not as it does with marketing boards.

As discussed carlicr in this chapter, marketing boards exist to act in the
best interest of their members just as labour unions and trade associations do.
Governments, however, have a responsibility to all members of a province or
country and not just to onc segment., Furthermore, their responsibility
cxtends through time, not only to the present members but to future mem-
bers. Thus it would be wrong to expect governments to turn over for any long
period to any group thosc mandatory powers which belong uniquely to
government. This is especially true in regard to limitation of imports, which
the Task Force fecls, should not be delegated to any producer board. The
most that could be expected would be the temporary granting of various
powers subject to constant or periodic review, and subject to withdrawal.
This is the present situation for provincial boards.

What has been a source of weakness has been the tendency to underman
and overwork the small staffs of the provincially appointed boards responsi-
ble for the administration of marketing boards legislation. If a National
Agricultural Marketing Board were formed to be responsible for the creation
and operations of single commodity boards, the Federal government must be
prepared to provide sufficient funds to allow the National Board to hire staff
and support rescarch on the appropriate scale.

RELATIONS WITH OTHER SECTORS

(a) Relations with Agribusiness

Farmers who produce a commodity arc only onec of a number of groups in
a process which cventually satisfics consumer wants. Others who contribute
to this process, and who also make their income out of it, are those who
asscmble, transport, finance, process, package, store, and retail the product.
Farmers and these other groups have some interests in common and some in
conflict. To be able to scll a larger quantity at higher prices is of common

intcrest but if this comes about only through advertising cxpenditures that

" This alternative is unlikely because of the small number of products for which there
are provincial boards in the important producing provinces.
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reduce producer prices, then there is'a conflict of interest. In recent -years
there has been a very desirable recognition that there were substantial areas
of joint interest. The creation of marketing commissions with industry-wide
representation rather than exclusively producer membership has resulted
from greater appreciation of the existence of areas of joint interest. This
development has been pioneered in Ontario, as has the development of
advisory or industry committees consisting of representatives from agribusi-
ness sectors along with marketing board representatives. The development of
such a commission warrants some description at this point.

The Ontario Apple Marketing Commission was created in 1968 under the
Farm Products Marketing Act*? following a favourable vote of producers
(other sectors did not have a vote.)

There are 23 directors of the Commission: 12 producers are elected by
producers, five dealers by the dealers association, four processors by the
processors association, and one retailer and one consumer appointed by the
Ontario Farm Products Marketing Board.!3

The Commission has the right to cstablish prices at or between the farm
and retail levels; in fact it docs so only for the retail level, with three geo-
graphic zones, and for apples sold for juice. This recent development is an
important innovation that should be watched very closcly; it rcpresents a
possible whole new direction for many marketing boards.

(b) Relations with marketing co-operatives

Certain marketing board programs result in conflict with co-operatives.
Onc such program was the teletype system of sclling hogs; in Ontario the
board made concessions to allow the now-defunct co-operative to continuc
to handlec members’ hogs; in Manitoba the teletype system was not made
compulsory for a similar rcason. No criticism of these decisions is intended;
the fact that these bodics were able to resolve their differences is to their
credit. The main point we wish to make here is that if marketing board
activitics arc cxpanded, it is likcly that there will be increasing conflicts.

There arc cxamples, too, of mutual co-opcration. The Grain Division of
United Co-opcratives of Ontario has acted as the agent of the Ontario
boards marketing soybeans and winter wheat. Unfortunately it appears that
the arcas of mutual benefit scem to be fewer than those of potential conflict.

(c) Relations with other boards

What should be the relationship of onc marketing board with another?
VWith the present structurc whereby provincial produccr-controlled boards
receive authority from their provincial government for marketing their com-
modity, the “sclf centredness™ of boards is incvitable. Nevertheless the ac-
tions of onc board may have important and fairly dircct repercussions on
‘other boards and their members.

1 This is the Act under which the 20 producer<controlled provincial marketing boards
operate. The Act was revised in 1968 to accommodate the structure of an industry-wide
commission rather than a producer-only marketing board. The amendment applics only
.to .apples. The Ontario Farm Products Marketing Board administers the Act fe. it dele-

gates power and reviews programs of the commodity boards and the new apple commission.
#There scems to be no appropriate provincial retailers association.’
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Resources shift fairly readily from the production of one farm good to
another. Thus if a board were to be successful in raising prices, not only
would there be a tendency for producers of the same product in other
provinces to increase output, but there would be a tendency for producers
of other commodities in the same province to turn to the production of this
commodity. Alternatively, if prices of product A have been increased by
restricting output or marketings, the resources which can no longer produce
A turn to producing B and the price of B will fall. The result of these actions
is that gross and nct farm incomes from all output might as easily be re-
duced as increased if the only criteria for marketing boards’ actions were, as
they presently are, administrative ease and producer pressure.

To restrict output of hogs might increase gross income from hogs if the
supply management were properly operated but the resources released might
then go to produce additional eggs or milk and the total income from hogs,
milk and eggs might either fall or rise. The result is hard to predict. One can
predict with confidence that if corn production were reduced by quotas there
would be an increase in winter wheat production and gross income from corn
and winter wheat combined would fall.1* The effectiveness of these actions
would incrcase with the advent of national boards.

It is reasonable to expect that the present restrictions on tobacco produc-
tion force resources into the production of sweet corn and vegetables for
which the extra value of output may be less than for tobacco; if so, aggregate
gross incomes will be reduced. In the first year of controlled broiler produc-
tion in Ontario, the output of turkeys increased dramatically as producers
shifted resources to that product. The disappointing turkey prices which

followed must have offsct most of the higher prices experienced by broiler
growers.

The question must be posed clearly and answered clearly. Is it desirable to
have onc gencral farm organization with (subsidiary) national and provincial
marketing boards, managing supply (whenever feasible) in the interest of
total farm incomc? Alternatively is it more desirable to have the present

largely fragmented organizations—in some cases with national rather than
provincial boards—in which cach body docs its best for its own members?

" If one werc to answer “yes” to the first question then the whole structure
of institutions and criteria would have to be radically changed. This is not a
matter of the desirability or nccessity of national marketing boards as
opposcd to provincial boards, but of a national supply management agency
which would encompass practically all of agriculturc. Commodity marketing
boards, whether national or provincial, might prove a political hindrance to
rational supply management in the interest of all farmers and fofal farm
income.

""Such an organization would have to bec huge, undertaking rescarch,
cmploying inspectors, and making decisions far beyond the scope of anything
we have scen in agriculture to this time. As supply management procecded

4 Since almost unlimited suppliecs of American com are available without affecting

-import prices, corn prices in Canada would remain almost constant, Increased output of

winter wheat would lower the average price.
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from one product to another, resources would tend to be pushed into the pro-
duction of those products for which there were no quotas (and of course
some producers would rush into production to create a base on which future
initial quotas might be established), prices would fall and producers of those
commodities would demand supply management for their products too.

The Task Force takes a position on these two questions, answering “no” to
the first and “yes” to the second. In other words, the Task Force feels that
the dangers inherent in a huge centralized farmer organization in Canada’s
widely dispersed and dissimilar farm sector arc so great as to outweigh all
likely advantages.

Although the Task Force has opted against onc huge national farm organi-
zation exercising supply management powers over most farm products this
docs not mean that the Task Force favours extreme fragmentation. It would
appear undcsirable to have a Wheat Board, a Barley Board and an Oat
Board in place of the Canadian Wheat Board. The present situation in
Ontario, for example, whereby the Tender Fruit Growers Marketing Board
sclls peaches, pears, plums and cherrics for processing, the Fresh Fruit Grow-
ers Marketing Board sclls them for fresh consumption and the Grapes-for-
Processing Board and the Fresh Grape Board scll grapes for scparate uscs,
scems to represent duplication of cffort, especially since most of the growers
arc in the Niagara Peninsula. This kind of fragmentation is undesirable and
unnccessary.

It is essential that the usc by marketing boards, national and provincial, of
powers dclegated to them by federal and provincial governments should be
carcfully and continually scrutinized by the governments granting the powers.
The provincially-appointed Farm Products Marketing Boards have not been
greatly concerned about the interrelations of producer boards, cach one of
which has operated in what it regards as the best intcrests of only the
producers of that commodity. This is quite rcasonable on the part of the
producer boards sincc thcy were created under government legislation to
work in the interests of cxisting producers of the commodity concerncd. It
may be claimed that the government-appointed Farm Marketing Boards have
operated rcasonably in that whether or not producer boards arc created is a
decision of the producers themsclves and if the actions of some boards hurt
the producers of commoditics for which there arc no boards, it is up to the
latter to petition, vote, and creatc a board of their own. This is not an
adequate argument.

Produccr controlled boards naturally operate in what they regard as the
best interests of the present producers of a commodity, not nccessarily
identical with the interests of producers of other commoditics, would-be
producers of the regulated commodity, or the national interest. As George
Mchren once said about marketing boards:

It is not socicty which should be protected from the use of monopoly in agri-
culture. It is agriculture which should be protected from its abuse.*

¥G. L. Mchren “Some Economic Aspects of Agricultural Control®, Journal of Farm
Economics, Vol. XXX, No. 1, p. 42.
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STABILITY OF INCOME AND OUTPUT

Early in this Chapter we accepted the objective of increasing members’
income as the primary goal of marketing boards. An important but secondary
goal is that of stabilizing income and output.

Marketing board programs which bring greater stability to production,
prices, and income will make for more rapid adoption of technological
change, less overcapacity at the farm and processing levels, better opportuni-
tics for forward planning, sounder bases for credit, all of which contribute to
more efficient and low cost operations. Consumers and the economy generally
would also benefit from increased stability in the agricultural sector. It is
probablc that the prospects of increased stability would accelerate the “sort-
ing out” process among farmers, making it possible for the more aggressive
and morc specialized to take over more of the market from smaller, less
specialized producers.

The various forms of supply management—two-price systems, collective

bargaining, input rights, and sales quotas—can all contribute to greater
stability if used properly.

CONCLUSIONS

1. The main objective of both provincial and national marketing boards
should be to increase the incomes of their members as much as possible. A
sccond objective is to stabilize incomes and output.

2. Single-commodity provincial boards have achieved a fair amount of

success through a varicty of programs. No onc type of program is most
desirable in all circumstances.

3. If output or sales of a commodity are to be controlled, a national
approach is nccessary except in the case of a small number of products
locally produced (c.g.—tobacco in Ontario). If onc or more provinces which
arc important produccrs of a commodity do not participate in such controls,
the remaining provinces cannot be successful in controlling output or sales.

Unless imports arc controlled, there are serious limitations on what can be
accomplished through supply management. To control imports, however,
would jeopardize our trading arrangements with other nations. Given our
heavy dependence on international markets for exports, including agricultural
products, this must be ruled out.

4. It is dangerous to advocate a program of supply control without being
specific about the kind of administration, the techniques of control and the
initial allocation and transfer of quotas which must be an integral part of
such a program. Questions such as the inter-provincial allocation of quotas,
transfcrability of quotas among producers, and many other comparable con-
siderations dealt with in dctail in the main body of his Report have a
profound bearing on the success or otherwise of such a program.

5. Output control through input rights or salecs quotas can raise the
incomes of producers of a commodity but sometimes at the expense of the
incomes of producers of other commoditics into which production resources
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tend to flow from the controlled commodity. The governments which give
such powers to commodity marketing boards must take ultimate responsibili-
ty for the ways in which those powers are used and must consider their
possible effects on other producers and other sectors.

6. Supply management of the all-pervasive type which would make it
possible to allocate resources rationally would have to include most farm
products, would involve mspcctxon, research, administration and control far
exceeding anything experienced in Canadxan agriculture to date.

7. It is clear that supply management has a useful role to play in the
stabilization of incomes, prices and output. If the objective is to stabilize
incomes rather than to raise them by restricting output then supply manage-
ment can operate successfully for one commodity.

8. The current attention being devoted to marketing boards and supply
management has very desirably focussed attention on markets and marketing
whereas the tendency in the past has been for preoccupation with production
problems.

9. There are many uscful functions which provmcxal and national market-
ing boards can perform in addition to attempting to manage supply. These
include market promotion and rescarch, improvement in marketing tech-
niques such as the teletype system of sclling hogs, fuller exploitation of
different markets through product and price differentiation, dissemination of
market information.

10. The growing rcsponsnbxhucs of provincial and possibly national mar-
keting boards make it imperative that the government-appointed supcrvxsory
marketing boards be better staffed to cevaluate producer proposals. This is
particularly important because of the complex and far reaching ramifications
of any given commodity marketing board on other scctors of the cconomy as
well as on produccers of other farm commoditics.

RECOMMENDATIONS

1. Legislation should be introduced by the Federal government to permit
the crcation of national commodity marketing boards. The Task Force
reccommends that this legislation include:

(a) A National Agricultural Marketing Board, responsible to the Federal
cabinct!® and operating so as to benefit agriculture without scrious
adverse cffects on the national cconomy.

(b) Appointments to the N.A.M. Board should be made by the Federal
government and should be drawn from scveral walks of life.

(c) The N.A.M.B. should delcgate powers and responsibilitics to com-
modity marketing boards, scrutinize carcfully the way in which these
powers arc uscd, and withdraw them when the “national mtcmt“
dictatcs.

“The N. A. M. Board would bear the same relationship to the Federal government

as, for example, the Ontarlo Farm Products Marketing Board bears to the Onmio
Government, -
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(d) National commodity marketing boards may be of various structures
and composition: some may be federations of provincial boards, some
may be producer-controlled without provincial equivalents and some
may be federally-appointed commissions.

It is important that the legislation permit the creation of commodity commis-
sions similar in structure to the Ontario Apple Marketing Comission, with
membership drawn from all groups who have a stake in the decisions to be
made. No common kind of structure appears necessary.

2. The N.A.M.B. would require very substantial sums in order to under-
take the appropriate research and reviews implied by its areas of
responsibility.

3. If the N.A.M.B. permits any subsidiary commodity marketing board to
imposc quotas on inputs or sales, it should ensure that the method of doing
so would freely permit the relocation of production in the lowest cost areas of
the country. This virtually rules out the establishment of provincial quotas,
but not of nationally negotiable quotas. Similarly the N.A.M.B. should pre-
vent any barriers being raised against the holding of quotas by the lowest cost
producers within an area.

4. Since the commodity marketing boards may be expected to make
proposals and to work in the best interests of their own members, it should
be the responsibility of N.A.M. Board to take into account the interests of
other sectors of the economy including those potential producers (who are
not now producers) of the commodity in question.

5. The power to control imports should not be given to N.A.M.B. nor to
any national commodity board.

6. There should be no attempt made to create one huge national all-
cncompassing body with widesprcad controls on output.

7. Provincial governments should continue to resist the temptation to

introduce grading and quality regulations aimed at reducing interprovincial
trade.
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APPENDIX A

THE CAPITAL VALUE OF QUOTAS

The question of appreciation in the value of certain factors of production is
much misunderstood. Perhaps an example may indicate the causes and effects
of such appreciation. If the price of a farm product rises, farmers naturally
try to increase their output of that product; in the case of crops they buy
additional fertilizer, pesticides and herbicides, and buy better farm machi-
nery. Almost all of these can be bought in increased total quantities without
driving their prices higher. Land, however, is in more fixed supply than other
inputs and consequently much of the higher income (arising from the higher
price of the commodity) is reflected in higher land values. If unlimited
supplies of land could be converted from other uses to the production of the
higher priced commodity, land values would increase very little.

It is developments such as these which explain the ten per cent per year
increase in prairie farm land values from 1962 to 1966. Improved market
prospects and larger deliveries not only improved grain producers’ incomes
during this period but optimistic statements such as “there are markets for all
the wheat that farmers can produce” provided the expectation that the higher
farm incomes would persist. At some point too, speculation becomes a factor;
if one expects land prices to increase by ten per cent this year as they did last
year, why not buy now even if the price scems higher than is justified by
potential incomes. From the sellers’ side, why scll now unless one can obtain
a price that is a good deal higher than one might have expected to receive a
few months ago?

There is also, it is true, a tendency for land values to be increased due to
technological change which generally results in lower average cost of produc-
tion with increased size of acrcage. By adding a small nearby farm to his
existing acreage and with limited additional equipment and labour, an above-
average farmer can incrcase his income considerably, and thus is willing to
pay more for the extra farm than it would be worth to a farmer who planned
to operate it as his only enterprise. This tendency is cver-present but it may
be more than offsct by a decline in optimism (as on the prairics at present)
resulting both from reduced prices or sales and from a reversal in speculator’s
opinions.

Acrcage rights or quotas such as thosc opcrated by the Ontario tobacco
board make the supply of tobacco land completely inflexible, Thus tremen-
dous appreciation of land valucs has occurred, since rights arc attached to
specific farms. Land with rights is now worth 8 to 12 times as much as
equivalent land without rights.

If quotas arc not connected with real estate, as with fluid milk quotas in
several provinces, they become the factor of production which is in fixed
supply, whercas the purchased inputs and to a lesser cxtent, land are readily
available. The income carning capacity tends to be capitalized then into the
factor in fixed supply—in this casc thc quotas. Uncertainty concerning future
quota and price policies tend to reduce their market value from that which
should prevail by rational cconomic calculations if there were no risk. In
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Ontario, fluid milk quotas that sold for $6-$9 per pound in March 1969
and were worth two or three times as much were it not for the risk and
uncertainty element sold for $15 in September 1969. In British Columbia,
quotas sell for $25 or more per pound.

The capitalization of income earning capacity into quota values obviously
affects costs just as higher land values affect costs. For a new buyer they
represent an important cost; for an existing owner of quotas their present
value represents what economists call “opportunity cost”—i.e. the possibility
of income if they were sold today and the proceeds invested in the most
profitable way possible. The capital value of quotas may have an important
dynamic effect arising out of this opportunity cost concept. To a low income
producer they represent the possibility of being paid a lump sum for leaving
an industry. Thus dynamic change may be encouraged and the number of
producers reduced even more rapidly than would otherwise be the case.

The question of international competitiveness and the effect of the capital
value of quotas on it is another difficult question. How would one measure
our competitiveness in producing a commodity such as wheat? The immedi-
ate answer is by comparing the prices of Canadian wheats in Liverpool,
Rotterdam and Tokyo with American and other wheats of similar grade, both
without subsidy (except for input subsidies such as research, extension,
credit, and possibly transportation). Suppose then our prices are higher and
we cannot sell; stocks accumulate and prices fall. As prices fall land values
fall and costs fall. In a very real sense we remain competitive until lower
prices force resources into the production of some more profitable alternative.

Ontario tobacco sells for 60 to 70 cents per pound, yet tobacco growers
would not convert their resources to the next best alternative until prices fell
to 30 to 35 cents per pound. According to the definition of competitiveness
we would remain competitive right down to 30 to 35 cents. In the process the
market value of land with rights would collapse and land with rights would be
priced at about the same as land without rights. As prices of tobacco fall, the
value of rights falls, and costs fall; and as prices of tobacco rise, the value of
rights rises, and costs rise.

Quotas or rights are important in this picture in two ways:

1. they may result in built-in inefficiencies and higher unit costs of
production as with the present Ontario tobacco rights,

2. becausce they are almost completely fixed in supply, their prices reflect
almost entircly the changes in profitability and prospects in the indus-
try. Fortunes, tax free, can be made in quotas as easily as in land if
quota programs arc not carefully formulated.
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