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FOREWORD 

This report completes an 18-month inquiry into the problems and prospects of 
Canada's fresh and processed fruit and vegetable industry. We began our work in 
June 1990, when the Government, acting at the request of the Canadian Hortidtural 
Council (the CHC) (the growers), with the support of the Food Institute of Canada 
(the FIC) (the processors), asked us to examine and assess the competitiveness of the 
industry. 

When we began our work, we recognized immediately that our task was 
daunting. The fresh and processed fruit and vegetable industry is complex, dynamic and 
varied. It is an industry about which generalizations are hazardous. It involves a great 
variety of products, important differences between fresh crops and crops for processing, 
and sig-ruficant regional variations. 

We learned that to understand the industry, we could not focus only on major 
crops, such as apples, potatoes, mushrooms and tomatoes. We needed to know 
something about dozens of products from many different growing areas. We reaiized 
there were lessons for success in even the smallest-scale industries, such as 
British Columbia's kiwi fruit production and Saskatoon berry cultivation in the Prairies. 

We also recognized that the horticultural industry in Canada has more reason 
than any other branch of agriculture to be alert to the implications of the Canada-U.S. 
Trade Agreement (CUSTA). Here is an industry that produces perishable crops in season, 
but often in a slightly later and lower-priced season than its competitors in the northern 
States. Here is an industry that must win back its own consumers every year. Here is 
an industry that for many products is a residual supplier in its own market. Here is an 
industry that is losing much of its trade protection with the phasing out of seasonal 
tariffs between Canada and the United States. And here is a processing industry that 
wonders if its costs will corne down as rapidly as its tariff protection. 

The rest of agriculture faces rather different circumstances. The supply-managed 
sector does not meet the full rigour of international competition. The meat and livestock 
sector is not seasonal, and long has been accustomed to competing on a North American 
basis, in a largely tariff-free environment. The grains sector is in crisis, but is far more 
concerned about international issues than CUSTA; furthermore, its products are much 
less perishable than horticultural crops, and it faces less short-term volatility in prices. 

Despite the industry's request that we undertake this inquiry, we found, at the 
outset, a certain apprehension on the part of many growers and processors about what 
the inquiry would produce. Some felt the inquiry would have been more usefui if it had 
been undertaken two or three years before CUSTA took effect, not a year and half after. 
Others felt that the industry had already been "studied to death and that studies had 
served as an excuse for government delays, not as a basis for action. There was &O 

bitterness that reports which followed the negotiation of CUSTA seemed to depict both 
the fresh and processed industries as being among the losers in free trade. 

Fortunately, as the inquiry got under way, this initial reticence faded. We 
discovered that the industry, in all its facets and in all regions of Canada, was eager to 
tell its story and to assist OUT staff and consultants with their research. In hearings from 
one end of the country to the other, we gathered testimony and written submissions 
offering a wealth of information and wisdom about the performance and prospects of the 
industry. 
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The industry took full advantage of the inquiry as a means of self-examination, 
and as a platform for its views. On a number of occasions, producers and processors 
demonstrated their common cause by making joint presentations to us. 

The more we talked with people and found out what was going on in the 
industry, the more bullish we became about its prospects. While the story varies from 
product to produd and region to region, it seems to us that Canada's fresh and processed 
fruit and vegetable industry as a whole has performed well over the past decade. The 
positive way in which it has been reacting in recent years to the pressures of free trade, 
high interest rates, a high dollar and slower economic growth gives us confidence that 
it will do well in the future. 

The industry recognizes that it is operating in a world of falling trade barriers, 
tight government budgets and consumers Who are increasingly cost and 
quality-conscious. It knows that much of its future success will depend on its own 
efforts. However, it looks to governments to improve the regulatory framework under 
which it operates in order to remove obstacles to success. 

On two matters in particular, pesticides and CUSTA implementation, we share the 
industry's view that government action is needed. We believe that Canada's policy on 
pesticides should be overhauled to allow Our producers a greater choice of products at 
lower costs, while still meeting high standards of health, safety and environmental 
protection. With respect to free trade, the industry feels that CUSTA so far has been 
largely a tariff deal and not a fully balanced trade arrangement. We agree with the 
industry that the Canadian and U.S. governments must breathe more life into the CUSTA 
working groups which aim at reducing barriers to trade caused by differences in areas 
such as health, safety, labelling and quality standards. Steady two-way progress on these 
issues would give our industry a bigger world in which to prosper. 

This report is only the tip of the iceberg. Under it lie hundreds of pages of 
producers' and processors' submissions and testimony, and of research by OUT staff and 
consultants. We hope. that all of these materials will be referred to for some time to 
come by the private and public sectors, as they make joint efforts to strengthen the fruit 
and vegetable industry. 

We would like to thank the dozens of fruit and vegetable producers and 
processors Who worked with us on this inquiry. We have developed a great deal of 
respect and admiration for the industry and those Who make it work. If we have 
succeeded in dealing adequately with the multitude of issues that emerged, it is because 
of their ready assistance and sometimes very candid criticisms. 

We also owe a great deal to the Tribunal's staff and consultants for their data 
collection and analysis, and for organiziig the public hearings and other contacts with 
the industry. We heard many kind words in the course of our inquiry about the staffs 
courtesy and professionalism. 

As we were completing this inquiry, "competitiveness" was becoming the focus 
of discussion on Canada's economic policy. Concerns about our competitiveness as a 
country were prompting responses from business, labour, educators and governments. 

In this context, we believe Our report is timely, as it represents one of the first 
completed studies in the area of competitiveness. Indeed, OUI report is more than a 
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study; it contains many practical observations and recommeridaüons on how to improve 
the competitiveness of the hortidtural industry in Canada. 

It may be appropriate to point out that the business end of all studies on 
competitiveness must be action. If we are going to enhance the competitiveness of 
Canadian industry, we are going to have to change somehow the way we do things. 
Our report may be short on models and "paradigms" of competitive success, but it is rich 
in research and in the experience and wisdom of the fruit and vegetable industry. 
Furthermore, the inquiry process itself has encouraged the industry to consider options 
and plans for improved performance. It has given the various participants an 
opportunity to exchange views and ideas, test one another's attitudes and clarify 
competitiveness priorities. 

The industry and government must now move together to build a more 
competitive industry. Most producers and processors recognize that the federal and 
provincial governments can play only supporting roles. However, such supporting roles 
are vitally important in improving various framework policies and programs and in 
removing many obstacles to success. Early action in these areas is not only essential, but 
will demonstrate in concrete terms the overail commitment of govemment to improve the 
competitiveness of this industry. 

In closing, we want to Say that we felt privileged and honoured to carry out this 
important inquiry. We hope our report will prompt the industry and governments to 
take actions which will strengthen Canada's fresh and processed fruit and vegetable 
industry. 

Presidhg Member 

7 /' . _ _  

Michèle Blouin 
Member 
h Char es A. Gracev 

.I 

Member 
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CHAPTER 1 

CANADA'S FRUIT AND VEGETABLE INDUSTRY 
PERCEPTIONS AND REALITY 

1. Introduction 

We have found in this inquiry that Canada's fresh and processed fruit and 
vegetable industry is one of the more dynamic parts of Canada's agricultural and food 
processing industries. It is also a good size. In 1989, fresh fruit and vegetable production 
had a farm value of $1.5 billion,' while the processed sector's shipments were valued at 
$3.6 biliion. Nonetheless, many inside and outside the industry regard it as a small, 
struggluig and almost forgotten part of the agri-food sector. 

Because of our relatively short growing season, it is not surprising that p u  capita 
production of fresh fruits and vegetables in Canada should be less than that of the 
United States. What is remarkable, is how close in proportionate size are the two 
industries. Our industry is roughly 9 percent that of the U.S. industry, not counting 
U.S. production of citrus and tropical fruits. Furthermore, our industry has been more 
successfd in meeting rapid increases in the consumption of fresh fruits and vegetables. 
During the 1980s, Canada's consumption, production and exports grew more rapidly, and 
OUT imports and import dependence grew more slowly than that of the United States. 
In 1988, our fresh fruit and vegetable industry supplied just over 50 percent of Canada's 
consumption of non-citrus and non-tropical fruits and vegetables, more than one might 
expect given the length of our growing season and consumers' growing stress on 
freshness. 

The record of the processing sector in the 1980s is equally impressive when seen 
in a North American context. Its shipments in 1988 were valued at just over 9 percent 
of those of the United States. During the decade, Canada's consumption, shipments and 
exports of processed fruits and vegetables also grew more rapidly, while Our imports 
grew less rapidly in value, and our import dependence fell markedly compared to that 
of the United States. In 1988, Canada's processed fruit and vegetable industry supplied 
75 percent of our consumption. During the 198Os, its profitability and productivity 
performance exceeded that of the food processing industry as a whole and of total 
manufacturing. 

Such an encouraging picture is not what many inside and outside the industry 
would exped. As in any human enterprise, the concerns and doubts tend to exceed 
more positive thoughts. Both the fresh and processed sectors are anxious about the 
future and not r e d y  satisfied about the past. 

While it is too early to tell how free trade will affect the industry, its growing 
reality conditions much of its thinking. This is an industry that traditionally has 
measured itself by U.S. yardsticks and will do so more and more in the next decade. This 
is an industry which, in testimony and submissions to us, expressed concerns about its 
ability to be cost-competitive with its U.S. counterparts as CUSTA is implemented. This 
is an industry which, in seemingly contradictory fashion, reacted sharply to the results 

1. Fruits and vegetables sold in the fresh market and to processors. 
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of Tribunal-sponsored research which suggested that some of its costs appeared to be 
higher. 

How do we separate perceptions from reality when looking at an industry as 
Many of the perceptions turn out to be real, and most are not complex as this? 

completely untrue. 

We are not saying that "perceptions" are untruths; they are more the simplified 
versions of reality on which people base their actions. If/ for example, the public, 
governments and even the players in an industry regard that industry, or part of it, as 
fundamentally uncompetitive, even if it is not, their behaviour towards it may be 
characterized by indifference, inattention, defensiveness and inaction. 

In this chapter, we want to discuss some of the perceptions about the industry 
which are held by the general public, governments, and producers and processors 
themselves. We wiU base ourselves on what we learned in public hearings, in visits to 
farms and processing plants, and through OUT research program. 

Succeeding chapters of Our report attempt to offer a comprehensive and factual 
picture of Canada's fruit and vegetable industry. This chapter is not an "executive 
summary" of the report. It draws selectively from the report and does not follow the 
overall plan. For the convenience of the reader, from Chapter III on, each chapter begins 
with a "highlights" section. 

2. Ten Perceptions and Realities 

We want now to explore ten commonly held perceptions about Canada's fresh 
and processed fruit and vegetable industry, particularly as they may affect the behaviour 
of the industry's stakeholders. We will set them out in summary form before discussing 
them in more detail. 

Canada's Climate and Location 

PerceDtion: Canada is too cold and too distant from markets to be competitive 
with the United States in fruit and vegetable production. 

Reality: Canada's growing conditions for most fruits and vegetables 
compare favourably with those of the northern United States. Our 
best producers can attain yields comparable to those in the leading 
States, including California. Much of Our industry is located close 
to major markets in Canada and the North-eastern United States, 
and, in these markets, has a transportation advantage over the 
U.S. south-West. 

The Question of Costs 

Perception: The high cost of doing business in Canada makes OUT producers 
and processors uncornpetitive. 

Reality: Our studies showed that, on balance, Canada's production and 
processing costs are moderately higher than those in the 
United States, especially when measured on a cost per unit of 
output or output per worker basis. The main higher cost factors 
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were pesticides, interest expenses, fuel and packaging. Producers, 
processors and their suppliers are working to get costs down as 
Canada-U.S. tariffs come down. In any event, costs are not the 
sole determinants of competitiveness. Even without tariff 
protection, the industry can stiU exploit advantages in transport 
costs, quality, freshness and consumer loyalty. 

Cost-Price Squeezes Everywhere 

PerceDtion: Our producers and processors are caught in a cost-price squeeze; 
the high margins of wholesalers and retailers give them a 
disproportionate share of the profits from fresh and processed fruit 
and vegetable sales. Furthermore, the distribution sedor gives 
little or no preference to Canadian produce, fresh or processed. 

Reality: Canadian distributors' margins, particularly on fresh produce, do 
appear to be high. However, the distributors claim that they also 
are being squeezed, in their case, by increasingly demanding and 
price-conscious consumers. Canadian supermarket chains' net 
profits on sales are about 1 percent, comparable to those of the 
United States. Supermarkets will respond to consumers' preference 
for local products when they match imported produds in quality, 
attractiveness and freshness, but they wiU not pay premiums to 
local producers. There is evidence that supermarket chains often 
play local producers off against one another, and so drive hard 
bargains with them. 

The Subsidy Puzzle 

Perception: Subsidized U.S. production makes it even harder for OUT industry 
to compete. 

m: While neither the Canadian nor the U.S. industry is heavily 
subsidized, our industry receives somewhat greater overall levels 
of support than does that of the United States. When 
Canada-U.S. tariffs are phased out, ouf fresh sector will be 
relatively more protected by other support measures than that of 
the United States, but our processing sector will be less proteded 
than its U.S. counterpart. Federal and state water subsidies in 
California and the south-West are being gradually phased out and 
are already quite small when measured by "producer subsidy 
equivalents" (PSEs). 

Government Inattention 

Perception: 

w: 
Governments pay little attention to the fruit and vegetable 
industry . 

The federal and provincial governments have not adopted an 
organized approach to further the hdustry's competitiveness, 
either by direct measures or by framework policies. 
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The United States, North America or the World? 

perception: Competitiveness vis-à-vis the United States is what comts; North 
American Free Trade Agreement (NAFTA) won't make a big 
diff er ence. 

Reaiiîy: The industry's main external market and outside competitor will 
continue to be the United States. The North American market as 
a whole is being more and more influenced by offshore 
competition. However, NAFTA is not likely to have a marked 
effect on Canada's exports and imports of fruits and vegetables 
with Mexico. 

Interprovincial Competition and Trade Barriers 

PerceDtion: Interprovincial competition and trade barriers can be as important 
as international cornpetition. 

Reality: Interprovincial competition is quite important for many fruit and 
vegetable products. Interprovincial trade barriers are relatively 
insignificant in this industry, but are the source of needless 
irritation and cost. 

Marketing Boards: What is their Role in Competitiveness? 

perception: Provincial marketing boards and commissions affect the 
competitiveness of the entire industry, both fresh and processing. 

Reality: Fruit and vegetable marketing boards Vary greatly in their powers, 
methods of operation and effectiveness. Many are now taking a 
more flexible, market-oriented approach to negotiations with 
processors on price, quantity and quality. They recognize that 
such moves will promote the long-term competitiveness of the total 
industry . 

The Challenges of Free Trade, High Interest Rates and a High Dollar 

PerceDtion: Free trade, high interest rates and a high dollar are currently the 
greatest challenges facing the industry. 

Free trade is probably the greatest of these challenges, though the 
industry expressed more concern during OUT inquiry about the 
effects of high interest rates and a high Canadian dollar. While 
free trade so far has meant mainly tariff reductions of about 
one-third and appears to have had little effect on imports or 
exports, the industry is adjusting as quickly as possible to face the 
full effects of CUSTA. 

m: 

The Frustrating Problem of Pesticides 

PerceDtion: Canadian policy on pesticides is an enormous irritant for the 
industry and a real obstacle to its success. 
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Reality: Canadian pesticide policy has taken ittle or no account of the 
competitiveness of the fruit and vegetable industry. Canadian 
pesticide prices are much higher than in the United States and 
some essential pesticides are not available. Yet, imported produce 
grown with the help of pesticides not licensed or available in 
Canada is admitted into this country provided it passes certain 
residue tests. 

(a) Canada's Climate and Location 

For most fruit and vegetable products, Canada is often seen to be at a natural 
disadvantage to the United States because of our shorter growing season and relatively 
small area available for cultivation. Furthermore, from an export standpoint, many in the 
industry feel distant from the largest North American markets. The fresh industry also 
finds cold comfort in being compared favourably to growers in the Northern 
United States, when it sees the real competition in North America as coming from 
California and the State of Washington. 

There is no doubt that much of Canada's horticultural industry works at the 
climate frontier and faces chalienging conditions. However, the record shows that these 
conditions do not seriously affect the industry's competitiveness. 

B.C. producers consider their growing conditions to be broadly comparable to 
those of the State of Washington, which, for many products, rivals or exceeds California 
in output price and quality. Ontario producers operate well below the 49th parallel, in 
comparable growing conditions to competitors in Wisconsin, Michigan, Ohio and 
New York. The Maritime potato industry operates under similar climate and soil 
conditions to that of Maine and has outperformed Maine in recent years. 

The Alberta and Manitoba potato industries face only a slightly more severe 
climate than their competitors in neighbouring States. Our industries are successful 
nonetheless; their lower yields per acre are offset by lower costs for land and water than 
in southern and western States. Their use of pesticides can also be lower because the 
cool, dry climate helps control many insects and plant diseases. Moreover, their produd 
faces little import competition because of its relatively high transport costs. 

In addition to potatoes, several products such as apples, blueberries, raspberries, 
mushrooms, root vegetables, cabbages, peas, beans and greenhouse vegetables grow as 
well in northern latitudes as in southern areas or better. 

Canadian growing conditions can't match those of California, but neither can 
those of many other U.S. States. Nonetheless, fruit and vegetable production in the 
northern States continues to expand, even within the U.S. conunon market. Furthermore, 
despite industry averages which may be less impressive than those in the United States, 
many of OUT producers and processors can match, or exceed, the performance of 
Americans in neighbouring States, and even of California. The best tomato growers in 
South-Western Ontario, for instance, are now attaining yields per acre comparable to 
California averages. 

Most of OUT major growing areas also are well situated, closer to large 
metropolitan centres in Canada and the United States than much of the U.S. West-Coast 
industry. Transport costs thus give our industry a built-in competitive advantage on 
both imports and exports. 
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(b) The Question of Costs 

In their testimony and submissions, a frequent theme of industry representatives 
was that Canada is an expensive place in which to grow and process fruits and 
vegetables. Most of them considered that OUT costs were higher than in the 
United States, because of higher interest costs, higher wages and fringe benefits, higher 
income, property and sales taxes, higher land costs and higher costs for inputs such as 
pesticides and packaging. 

The Tribunal's staff and consultants put a great deal of effort into investigating 
the question of input cost differences between the Canadian and U.S. industries. 
Enormous measurement problems exist in this area, even when product-by-product and 
region-by-region comparisons are made. The weight of Tribunal research and of other 
recent studies indicates that Canada's situation is not greatly out of line with that of the 
United States, but that OUT production and processing costs are generdy a little higher, 
on average, especidy when measured on a cost per unit of output or output per worker 
basis. 

The Tribunal's research found that personal and corporate tax provisions and rates 
applying to farmers were broadly comparable in Canada and the United States, but that 
federal excise taxes on gasoline and diesel fuel are considerably higher in Canada than 
in the United States, where taxes on fuels used off-highway by farmers are fully rebated. 

With respect to labour costs, a Tribunal study found that average wage costs for 
farm workers in Ontario, including seasonal workers temporarily entered from Mexico 
and the Caribbean, were slightly lower than those in New York state. However, data 
problems prevented the Tribunal from comparing labour productivity in fresh fruit and 
vegetable production between Ontario and New York. 

According to industry testimony, machinery and equipment prices in Canada and 
the United States are comparable, though the cost of financing them is greater in 
Canada. While Canadian prices of fertilizers were found to be comparable to those in 
the United States, Canadian pesticide prices were consistently higher by signrficant 
margins. The Tribunal noted that land prices, as a general rule, reflect the value of the 
crops produced on them and, on that basis, probably were generally comparable with 
those in the United States. However, a good deal of Canada's prime horticultural land 
is close to urban centres. As a result, much of it has acquired some speculative value, 
which has been only partially offset by land use restictions. 

Canadian seed and plant prices appear to be in iine with those of the 
United States. The cost of packaging for fresh and processed fruits and vegetables is 
generally higher in Canada than in the United States, though packaging prices should 
equalize once free trade is f d y  implemented. We heard testhftony from packaging and 
container makers, such as Crown Cork and Seal, which demonstrated their progress in 
becoming f d y  price competitive well before CUSTA is completely implemented. 

Matters of great concern to producers, according to their testimony to the 
Tribunal, were the recent high levels of interest rates in Canada compared to those in 
the United States and the correspondingly high relative value of the Canadian douar. 
High real interest rates in the recent period have made the financing of inventories, 
equipment and land more expensive for Canadian horticultural producers. At the same 
time, the Tribunal found no conclusive evidence that their use of credit was any greater 
than the rest of Canadian agriculture or of US. horticulture. 
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In principle, the high level of the Canadian dollar should have made exporting 
less profitable and imports more attractive to consumers. However, we found no 
evidence that the overall pattern of trade in fruits and vegetables had been changed by 
the appreciation of the dollar, though particular products may have been affected. 
Moreover, the high dollar has helped moderate the general inflation rate, thus helping 
to restrain producers' wage and other input cost increases. It also has encouraged the 
industry to make greater efforts to improve productivity. 

Overall, the Tribunal's review of grower costs showed that the total cost of 
producing an acre of fruits or vegetables is, on average, slightly higher in Canada than 
in the United States. The key factors appear to be pesticides, interest expenses, fuel and 
packaging. 

Much controversy has surrounded the issue of processors' "raw produd costs" and 
processors' suggestions, many of them well documented, that these are higher in Canada 
than in the United States. Producers generally dispute these claims, ar@g that the 
differences reflect tariff and transportation costs. 

It is very difficult to reach definite conclusions on this issue because of definitional 
and measurement problems. For one thing, "growers' costs" and the prices they receive 
are not the same as processors' 'lraw product costs." The latter often include such things 
as transport to the processing factory, culluig, washing and sorting. Sometimes 
processors may even supply the seed, and plant, spray and harvest the crop. Every 
processor, even sister companies of multinational enterprises, has a different definition 
of raw product costs, depending on local growing conditions. National grade regulations 
also have a bearing on raw product costs. For instance, the proportion of vegetables to 
water and other ingredients is higher in Canadian than in U.S. canned vegetables. 
Despite all these qualifications, it does seem clear that higher grower prices translate 
eventually into costs of raw product for processors which on average, but not in all 
cases, are higher in Canada than in the United States. 

Raw product costs, for all the attention which is paid to them, are not necessarily 
the greatest challenge facing Canada's food processors. One study commissioned by the 
Tribunal found that in the case of canned vegetables, raw product costs (which, as 
explained above, are higher than crop costs) accounted for o d y  22 percent of total costs, 
though the share for frozen vegetables was 43 percent, still well below half of total costs. 

Like growers, processors face higher packaging costs than their U.S. counterparts, 
though the gap is narrowing rapidly. With respect to electricity and natural gas prices, 
it appears that processors in the two countries pay, on average, about the same, though 
there are regional differences. 

Canadian processors' labour costs, on an hourly basis, seem to be a little higher 
on average than in the United States, and Canada's industry is, generally, smaller scale 
and more diversified. These factors, combined with shorter production runs connected 
with our shorter growing season, give rise to lower labour productivity and higher 
labour costs per unit of output. Overhead costs are also higher on average in Canada, 
again because of these differences in specialization, scale and season. Finally, processors 
repeatedly pointed to the relatively high cost of capital in Canada, i.e., interest rates, as 
affecting the rate at which they could modernize and expand their operations. 

Our final hearings, in September 1991, pointed out an interesting paradox 
connected to the question of costs. Producers and processors, though they had given us 
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at earlier hearings much testimony and other evidence pointing to Canada's overall 
higher costs, were disturbed to see this all confirmed by the Tribunal's own research. 

Their explanation for their reaction, however, was entirely reasonable. They did 
not want suppliers, distributors and investors in processing facilities to conclude 
mistakenly that their industry was uncompetitive, just at a time when they were 
cooperating to bring down their costs as quickly as possible. This would happen, as free 
trade was completely implemented, through their own adjustment efforts and those of 
their suppliers. In the meantime, it was natural for both producers and processors to 
"price up to the remaining tariff" and thus be able to tolerate somewhat higher input and 
overhead costs. 

The industry also pointed out that costs, while important in competitiveness, were 
not the whole story; factors such as quality, freshness and consumer loyalty were equally 
signtficant. What worried producers and processors most, however, were the things over 
which they had no control, such as plans in some provinces for sharp increases in 
minimum wages, high pesticide prices which were insulated from free trade because of 
the ban on imports and a still high Canadian dollar. 

In sum, the industry felt it could adjust and remain competitive after free trade 
was M y  implemented, provided government policies were adjusted to create a lower 
cost, more favourable business environment in Canada. The Tribunal shares the 
industry's view on this point. 

(c) Cost-Price Squeezes Everywhere 

Canadian producers and processors see themselves as caught in cost-price 
squeezes. Producers believe they must meet North American market prices whiie paying 
more for inputs than their U.S. counterparts. Processors also feel driven by market prices 
and believe that they are paying higher raw product prices than U.S. firms, and meeting 
other higher input prices. Both producers and processors feel that the wholesale and 
r e t d  trade are capturing the bulk of the consumer's fruit and vegetable dollar. The 
wholesalers and retailers, in turn, Say that their margins are very low because of fierce 
competition for the loyalty of increasingly demanding consumers. 

In its research program, the Tribunal commissioned a consultant to investigate the 
procurement policies of the distribution sector. A common concern of both producers 
and processors is the effect on their revenues of distributors' volume rebates, advertising 
allowances, and shelf space and listing premiums. Our research found that these 
practices, on average, amounted to about 5 percent of sales revenues for fresh producers, 
but could go as high as 30 percent of processors' sales revenues. However, we found no 
evidence that Canadian distributors' practices differed much from those in the 
United States. Moreover, retail after-tax profit margins in Canada and the United States 
are comparable, at around 1 percent of sales. 

Against this evidence is the fact that supermarkets increasingly regard their 
produce sections as being among their higher profit centres. Furthermore, a number of 
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recent studies have found that part of the reason for higher consumer prices in Canada 
than in the United States is our relatively less efficient distribution sector.' 

The measurement of industry profits is fraught with diffidty. It would be even 
more hazardous to try to judge what constitutes fair profit shares in a value-added Chain. 
It appears that not only producers and processors, but also wholesalers and retailers, are 
facing cost squeezes. The entire market is being driven by international competition for 
the loyalty of increasingly demanding consumers. 

In addition to their concerns about the cost-price squeeze issue, many producers 
for the fresh market mentioned to us the difficulty they have in getting Chain stores to 
accept their produce at the time it comes to market. Some believe that the Chain stores 
have year-round contracts with foreign suppliers and importers which they are reluctant 
to break. They also cite numerous examples of how distributors use their market power 
to drive hard bargains with individual domestic sellers, particularly in the seasonal fresh 
market where producers have few storage possibilities and few alternative sales outlets. 
We received evidence that the chah stores sometimes pay more for imports than for 
domestic produce, presumably because they are able to "divide and rule" the multiple 
sellers in the domestic market. 

The Chain stores' perceptions are different. They claim they are free to shop 
around, but that many Canadian producers are reluctant to commit themselves to prices 
and delivery dates more than a few days ahead. They Say that Canadian producers are 
often unwilling to participate, unlike importers, in shared advertising programs which are 
usudy  arranged a couple of weeks ahead. 

The retail sector generdy claims that it likes to give a preference to local produce, 
particularly when consumer loyalty has been built for it, but that this preference does 
not involve paying higher prices for local as opposed to imported produce. It cites the 
reliable and steady supply, consistent quality, large quantities and attractive packaging 
of imported produce as justifying the higher prices they sometimes pay for it. 

In this cost-conscious and very demanding environment, it seems that price 
competitiveness is essential and sometimes outweighs other competitiveness factors such 
as quality, attractiveness, freshness, marketing skill and consumer loyalty. Regrettably, 
though not surprisingly, it also appears that distributors' market power has a large 
bearing on the prices received by local producers, no matter how good their products are. 
It is likely that producers of fresh fruits and vegetables would have greater success if 
they recognized more the advantages of banding together to provide distributors, in 
timely fashion, with sizeable quantities of uniform quality produce. 

(d) The Subsidy Puzzle 

A common view among the public, and even in the industry, is that 
U.S. horticulture benefits from greater government support than ours in areas such as 
financing, research, extension services and irrigation. In particular, it is often claimed 
that California has become the North American leader in price, quality and yield only 
because of large federal and state water subsidies. Some go so far as to Say that without 

2. See, for example, the study entitled A Preliminary Study of the ComDetitiveness of 
Distribution Channels produced by the consulting firm Ernst & Young for Industry, 
Science and Technology Canada in March 1991. 
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subsidized water for its fruit and vegetable production, California would become a state 
like any other and pose no competitive threat to horticulture in any other state or in 
Canada. 

The Tribunal, with the help of consultants, did an  extensive comparison of 
government support to horticulture in Canada and the United States. We found that in 
both countries, the fruit and vegetable industry gets relatively little support as measured 
by "producer subsidy equivalents"(PSEs), compared to some other agricultural ~ectors .~ 
In both countries, the main governmental support comes from customs tariffs, which are 
being phased out in our two-way trade agreement by 1998. 

For fresh fruits and vegetables together, Canada's PSE was found to be 
22.6 percent, compared to 18.4 percent for the United States. When tariffs were removed 
from the PSE calculation, however, Canada's combined PSE was 17.1 percent, compared 
to 6.8 percent for the United States. In other words, government support for the fresh 
fruit and vegetable sector is becoming proportionately greater in Canada than in the 
United States as customs tariffs are being phased out. The main item accounting for 
somewhat higher levels of non-tariff support in Canada is more generous income 
stabilization payments to producers. 

For processed fruits and vegetables, Our researchers f o n d  that Canada's total PSE 
was 24.6 percent, compared to 13.7 percent for the United States; without tariffs, the PSEs 
were respectively, 0.4 percent and 2.7 percent. This suggests that once free trade is fully 
implemented, governmental support for the processing industry will virtually disappear 
in Canada and become quite low in the United States. 

With respect to the vexed question of California water, the Tribunal found that 
most water subsidies for agriculture are being phased out. According to OUT researchers' 
estimates, PSEs for water subsidies for California fruit and vegetable production now 
range from 0.25 percent to 3 percent, depending on the method of calculation. Such 
values would have little, if any, distorting effect on trade. Moreover, much fruit and 
vegetable production in California, for example, lettuce in the Salinas Valley, is irrigated 
by non-subsidized ground water. In addition, as water becomes more expensive in 
California and neighbouring States, and as water conservation techniques improve in the 
production of fruits and vegetables, these high value-added crops may replace large-scale 
farming of irrigation-intensive crops such as rice. AU this suggests that California, unless 
its recent years of drought become a permanent problem, WU continue to be the 
pacesetter for the rest of U.S. horticulture and for the Canadian fruit and vegetable 
industry well after the water subsidies are eliminated. 

(e) Govemment Inattention 

Canadian fruit and vegetable producers and processors feel that governments pay 
little attention to their competitiveness and, indeed, tend to introduce policies and to 
apply regulations in ways that reduce their capacity to compete. Fruit and vegetable 
producers see themselves as receiving less than their relative share of the financial 
assistance directed to Canadian agriculture. 

3. PSEs are a widely used method of measuring subsidies and relate the value of 
subsidies to the selling price of a crop. They are explained in more detail in Chapter VI. 
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Governments cite budgetary constraints and internationid trade obligations as 
giving little scope to take measures of direct support to the industry. 

With the processors, producers see their main source of government support, 
customs tariffs, disappearing vis-à-vis their competitors in the United States. Seasonal 
tariffs on fresh fruits and vegetables are being phased out under CUSTA because of the 
General Agreement on Tariffs and Trade (GATT) requirement that free-trade partners 
eliminate all tariffs between them. 

Some parts of the industry have benefited from tripartite stabilization schemes. 
These are being replaced by NISA (the Net Income Stabilization Account), but producers 
are uncertain of its benefits and how to make use of the program. 

The industry may appear to be too small and fragmented to induce the federal 
and provincial governments to adopt an organized approach to furthering its 
competitiveness. However, the problems faced by the industry are not always crop 
specific. General policies aimed at reducing costs and increasing quality and yields can 
be developed and applied. Furthermore, despite the diversity of the industry, its leaders 
on both the fresh and processing sides are able to represent clearly industry views on 
what would be helpful general government policies. 

Opportunities for more direct assistance to the industry in the form of price and 
income stabilization are probably quite limited and, in any event, are not always sought 
by the industry. However, the entire industry does look to governments to adjust, 
where possible, "framework" policies on matters such as minimum wage legislation, 
marketing boards' powers, access to pesticides, interest rates and the value of the dollar. 
The Government must also play a key role in addressing and resolving some of the 
remaining trade irritants and non-tariff barriers which impede trade in fresh and 
processed fruits and vegetables between Canada and the United States. 

Provincial government interventions are important in the area of framework 
legislation for marketing boards. As we explain later, it is not possible to make 
generalizations on whether these bodies promote or impede the competitiveness of both 
producers and processors. The experience varies from province to province and product 
to product. 

( f )  The United States, North America or the World? 

The Canadian fruit and vegetable industry is not unique in regarding the 
United States as its most important foreign competitor and foreign market. The industry 
does not appear to regard Mexico, at least in the short term, as a serious factor in OUT 
import and export trade, even if NAFTA is established. Mexico, like the European 
Community (EC) and southern hemisphere countries, is regarded as important in certain 
produd markets at certain times of the year, but not as a general problem or opportunity 
for the Canadian industry. The industry tends to see the NAFTA negotiations mainly 
as offering possibilities for improving CUSTA, rather than as significant in their own 
right. 

In the face of falling trade barriers, many in the industry are trying to decide 
whether to concentrate on being import cornpetitive, or being export competitive and 
relying more on foreign markets for their growth. 
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The industry's preoccupation with the United States is understandable and 
natural. The proximity of the United States and its importance in world production of 
so many fruits and vegetables will make it always the major factor in OUT trade in fruits 
and vegetables. In particular, Caiifornia is rightly seen as the North American price and 
quality leader on a wide variety of fruits and vegetables produced in Canada. While the 
Canadian industry suspects that some of Caiifornia's success comes from subsidized water 
for irrigation, it also recognizes that state's advantages in climate, growing season, soiis, 
abundant labour force, quality control, marketing and a critical mass of expertise. 

Despite the U.S. focus, our producers and processors are becoming more and 
more conscious that the North American market is being influenced by world prices, 
especially in internationally traded products such as apples and tomato paste. They 
recognize that the export of "Californian" production, processing and marketing 
techniques to countries such as Mexico and Chile, is making them increasingly 
competitive in our market. They see also that, in the longer run, the increasing wealth 
and openness to trade of such countries shouid offer interesting export opportunities to 
the Canadian industry. Trade statistics show that our third-country imports of fruits and 
vegetables are increasing more rapidly than OUT imports from the United States. As well, 
a number of producers and processors have expanded sales outside the United States in 
products such as frozen blueberries and french fried potatoes. 

It is obvious that the Canadian industry's margin of protection in the domestic 
market will steadily shrink as tariffs come down, non-tariff barriers are removed, and 
transport costs and shipment times fall. For these reasons, the industry has no option 
but to become fully competitive against imports. This is the essential first step to 
becoming export competitive. Increasingly, the Canadian industry will have to serve a 
broader market, beginning in North America. It must already take into account 
worldwide import competition. Increasingly, it will have to try to serve global markets. 

(g) Interprovincial Competition and Trade Barriers 

Because of the regional dispersion of the industry in Canada, fruit and vegetable 
producers and processors often' see interprovincial competition as a challenge equal to 
international competition. These feelings are heightened by perceptions that provincial 
subsidy and taxation policies are not uniform, that marketing boards and commissions 
have an unequal influence on the market from province to province and that producers 
and processors of some products in some provinces have been more successful than 
others in marketing their products and developing retailer and consumer loyalty. 

Canadian producers and processors are generally price-takers from the 
United States or world markets. Within Canada, competition is generally most active 
among individual producers and processors located in each region. However, in certain 
products, producers and processors in one province or region have a signhcant effect on 
supply and prices in another. 

We heard testimony from Ontario producers, for instance, that Quebec lettuce and 
celery tended to drive down Ontario prices, whiie Manitoba potato growers considered 
their greatest competition came from Alberta. On the other hand, the Quebec and 
Alberta producers of these products said their own prices were driven mainiy by 
California and the State of Washington. 

We found little evidence that unfair practices or provincial government subsidies 
lay behind such competitive situations. However, it appears that, in the case of apples 
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and potatoes, some producers have made distress sales in theG own province and in 
others, counting on various kinds of stabilization payments to help them cover their 
losses. Producers affected by such practices rightly consider this sort of competition to 
be unfair. 

We also gathered during our public hearings a certain amount of anecdotal 
information on various provincial regulations and enforcement practices which interfere 
with the free movement of fresh and processed fruits and vegetables within Canada. 
The most striking example cited was that of small potatoes. Under the Canada 
Agicultural Products Act, potatoes can only be marketed interprovincially and 
internationally in approved grades and package sizes. The Minister of Agriculture may 
grant an exemption from any or all of these requirements if it is necessary to alleviate 
a shortage in Canada. These restrictions have affected the domestic sales prospects of 
some Maritime producers while providing protection to central and western producers 
from large U.S. shippers. 

Similarly, potato chip processors testified that, in some provinces during the same 
contract seasons, the marketing boards have invoked these regulations to prevent them 
from purchasing lower-priced potatoes, not simply outside Canada, but also in other 
provinces, on the grounds that within-province supplies are adequate. A multiplicity of 
such barriers would lead to a costly fragmentation of the Canadian market and reduced 
opportunities for OUT most efficient producers. 

The Tribunal was not able to put together a systematic picture of such barriers 
and so could not estimate their cost to the industry and the economy or their effed upon 
competition. While many regulations such as technical and grade standards are designed 
to protect the consumer and ensure orderly marketing, there appear to be examples of 
inadvertent and even perverse differences in regulations among the provinces which 
serve to restrict trade and make everybody less well off. The Federal-Provincial 
Agricultural Trade Policy Committee is in a good position to identify such barriers and 
find ways to reduce them. 

This being said, OUT potato example shows how the national treatment principle 
often turns international barriers to trade into interprovincial ones. The 
Canadian industry feels a sense of frustration about its U.S. counterpart's lack of interest 
to reduce border irritants and non-tariff barriers. There is a natural wish that Canada 
retain some "negotiating coinage" to persuade the United States to agree to a mutual 
reduction of non-tariff barriers. This argues for caution in dismantling 
interprovincial-trade barriers which have an international dimension. However, where 
it can be shown that the advantages of a larger domestic market would outweigh the 
import pressures, then the argument for retaining a trade restriction is greatly weakened. 
And where an interprovincial trade barrier has no international dimension whatsoever, 
it should be dismantled as soon as possible. 

(h) Marketing Boards: What is their Role in Competitiveness? 

Fruit and vegetable marketing boards and commissions have received a lot of 
criticism in recent years from processors and from consumers. They are charged with 
not being sufficiently market responsive and thus increasing costs for their customers. 
However, most marketing boards and commissions which made submissions to us 
showed a mature recognition that the prices they negotiate with processors must be 
competitive if the processors are to survive and if the producers themselves are not to 
lose their major customers. 
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We see iittle in the great number of provincial fruit and vegetable marketing 
boards and commissions that is inherently "anti-market" and "anti-cornpetitive." It is 
natural for sellers and buyers to form combinations which aim at increasing capacity to 
exploit market forces or soften their effect, as the case may be. What matters in terms 
of international competitiveness is less the formal powers of these bodies and more their 
behaviour; how much they try to create a difference between Canadian and international 
prices by controllhg domestic supply and imports. 

The fruit and vegetable boards and commissions Vary greatly in their powers, 
methods of operation and effectiveness. It is important to note, though, that they are 
quite different in their effect from the marketing boards of supply-managed products 
such as dairy and poultry. Some have price-setting powers, but do not use them. None 
of them has control over domestic supply. However, some of them do exert control 
during the growing season over imported supplies of fruits and vegetables for processing. 
Under the Canadian Agricultural Products Act, the Minister of Agriculture is empowered 
to grant an exemption to the Canadian packaging and/or grade regulations to allow fresh 
or processed fruits and vegetables to be imported in bulk. Before exercising these 
powers, the Minister consults with both the grower and processor organizations to 
determine whether there is a shortage of the product in question. If there is no strong 
opposition from either group, then an exemption is usually granted. 

Even though growers and processors have been working hard to improve their 
relations and strengthen one another, it is not surprising that producers' indirect control 
over imports remains contentious. Processors complain that these restrictions do more 
than raise prices for them; they create uncertainty about their production scheduling and 
their competitiveness. This in turn leads some of them to question their investment in 
Canada and whether they will increase their stake in OUT economy. 

Despite, or because of, these concerns, there has been in recent years a growing 
interest on the part of producers and processors, led by the Ontario tomato industry, to 
see marketing boards become more flexible. The aim is to ensure that product pricing 
take into account quality and yield improvements, and differing local conditions. There 
is also a growing recognition that more can be done by the marketing boards, and 
equally by local growers' associations under them, to improve extension services, product 
development and marketing. Provincial governments should find ways to encourage 
such developments and to foster greater cooperation between producers and processors. 

(i) The Challenges of Free Trade, High Interest Rates and a High Dollar 

In the mid-l980s, producers and processors were nervous about the move to free 
trade with the United States and feared they would be losers. They now accept the 
reality of CUSTA, but some remain fearful of its consequences for them as it becomes 
fully implemented. They think that so far CUSTA has been mainly a tariff deal and that 
Canada's higher cost structure has not adjusted downwards as fast as tariffs. Producers 
regret very much that all tariffs on fresh produce coming from the United States will be 
eliminated by 1998, through CUSTA. So far, they have found the tariff "snapback" 
provision to be of little use in helping their adjustment. 

Producers and processors complain that little progress has been made on the 
non-tariff aspects of CUSTA involving harmonivng regulations and reducing barriers in 
areas such as customs and health inspections, product and packaging standards, 
pesticides and herbicides. This leaves them uncertain about their access to the 
U.S. market and reluctant to commit themselves to an export-oriented strategy. It also 

14 



leads many to argue that Canadian standards should be kept different from those of the 
United States, and government enforcement of them tightened as a means of keeping 
some separation between the two markets. There is also a widespread perception that 
U.S. enforcement of non-tariff regulations is strider and more systematic than that in 
Canada. 

In general, it appears that no serious dislocations have occurred from the 
redudions in tariffs which have been made so far. In some commodities, particularly 
grapes, significant adjustments have occurred since the advent of free trade, though some 
of these changes were the result of other developments, such as GATT rulings and shifts 
in consumer preferences. 

Trade statistics for the first two years of CUSTA indicate no significant surge of 
imports of fresh and processed fruits and vegetables from the United States or any 
sizeable gains in exports to the United States. However, exports of fresh potatoes 
increased strongly from 1988 to 1990, though there is no indication of significant changes 
in the exports of other fruits and vegetables to the United States. This may suggest that 
tariffs have not come down far enough yet to have altered trade patterns, or perhaps 
that the seasonal tariffs had less real effects than were supposed. The renewed interest 
of the fresh industry in using import'surtaxes rather than tariff "snapbacks" as a 
safeguard mechanism may suggest that seasonal tariffs have not always played a decisive 
role in protecting the industry, especially in situations where import prices fall sharply. 

The overall effects of CUSTA may not be known until the tariff reductions have 
been M y  implemented and significant progress has been made on various non-tariff 
issues. It does indeed appear that iittle, if any, progress has been made on these matters 
by the Canada-U.S. Technical Working Groups set up under CUSTA. 

In the Tribunal's hearings, producers and processors tended to express more 
concern about Canada's relatively high interest rates and high exchange rate than about 
free trade. Canadian interest rates came down significantly in 1991, and the spread 
between Canadian and American rates has been close to the average historical differential 
since May 1991. Contrary to most expectations, the Canadian dollar strengthened even 
more in late 1991, despite the significant drop in Canadian interest rates and the 
narrowing of interest rate spreads between Canada and the United States. 

Despite numerous examples of difficulties cited to us by the industry, the Tribunal 
could not make overall judgements about how or whether the rate of investment in the 
industry had diminished during the high interest rate period. Similarly, the Tribunal 
could not get beyond anecdotal evidence about the effects of the high Canadian dollar 
and could see no discernable change in Our trade statistics during the high-dollar period. 
In principle, a somewhat over-valued dollar should not translate fully into a loss of 
international competitiveness. In such a situation, cost increases for import-sensitive 
inputs such as fuels, machinery and chemicals should be constrained, and lower domestic 
inflation should feed into lower labour cost increases. 

(j) The Frustrating Problem of Pesticides 

During the 18 months of OUT inquiry, we found that the most frustrating issue 
for the industry by far was that of Canada's policy on pesticides. In its view, this policy 
results in a smaller selection and higher prices for pesticides in Canada compared to what 
is available to U.S. growers. As fruit and vegetable tariffs come down, the industry can 
ill afford such a competitive handicap. The industry considers that Canadian policy on 
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pesticides has been driven largely by health, safety and industrial development concerns, 
with little attention paid to the competitiveness of producers. 

As this report was going to press in late 1991, the Tribunal became aware that the 
Government was giving active consideration to proposals from the Minister of 
Agriculture to implement some of the recommendations made in 1990 by the Pesticide 
Review Team. While early action on these matters would do much to alleviate the 
situation, the Tribunal notes the deep-seated nature of the problem and wishes to offer 
some reasons for seeking more far-reaching solutions. 

The pesticide problem is not just a symbolic issue. Our research shows that many 
of the pesticides available in Canada can cost half again as much as those in the 
United States. Pesticides can account for up to 10 percent of non-labour inputs. 

The question of availability is even more important. The classic illustration of the 
problem is the lack of availability in Canada of the pesticide Amitraz which controls an 
insect on pears known as pear psylla. Pear production in Canada dropped significantly 
during the 1980s, as pear psylla spread. From the first to the second half of the decade, 
the domestic producers' market share fell from 45 percent to 33 percent, while 
consumption went on increasing. The U.S. imports, which largely replaced Canadian 
supply, had been treated by Amitraz. They were admitted because spot checks at the 
border showed the produce to be residue-free or within acceptable tolerance levels. Pear 
growers in Niagara and the Okanagan may be excused for not understanding why pears 
produced in the State of Washington, with the aid of Amitraz, are judged safe for the 
Canadian consumer, while pears grown and treated in Canada in the same way would 
not be acceptable. 

There is understandable pride in Canada about the standards we apply to control 
pesticide use in order to ensure the health and safety of consumers and farmers, and the 
protection of the environment. Unfortunately, there also is often a lack of understanding 
on the part of the public of how much properly applied pesticides contribute to our 
healthy diets by ensuring an abundant and low-cost supply of attractive and disease-free 
produce. There is also a public perception that our pesticide standards are tighter than 
those of the United States, though this is not true in all respects. 

We found in OUI public hearings that the horticultural industry is intensely 
conscious of the health, safety and environmental issues associated with pesticides. This 
consciousness arises from farmers' natural wish to cut costs, protect those Who apply 
pesticides, safeguard their soil, air and water supplies, and build consumer confidence in 
their products. The industry, for example, is showing a great interest in emerging 
techniques of biological control. Such measures, making use of natural predators, 
coupled with continued but lessened use of highiy targeted pesticides, are often referred 
to as "integrated Pest management." 

In addition to being protected by producers' own responsible use of pesticides, we 
have in Canada a very comprehensive residue-testing program for all kinds of food 
products. The horticultural industry has an almost perfect record in meeting these tests. 
In 1988-89, Agriculture Canada found a compliance record of 99.8 percent in the 
Canadian produce it inspected and 99 percent in imported produce. This is a very 
reassuring record, bearing in mind that tolerances range from 100 to 1000 times the levels 
judged safe by scientists. 
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In OUT cross-border trade, U.S. pesticide inspection standards are tighter than ours, 
perhaps reflecting OUT relative import dependence. Canadian producers also testified that 
U.S. border inspections were much more regular and rigorous than our own. For the 
relatively few products licensed for use in Canada, but not in the United States, the latter 
maintains a zero tolerance standard, meaning, effectively, that Canadian producers dare 
not use the pesticide on crops which they may export. However, in the much more 
frequent situation where a pesticide is licensed in the United States, but not in Canada, 
OUT Canadian standard is set at 0.1 part per million. Given that most produce that has 
been properly treated with pesticides would carry residues well below that level, there 
are effectively no impediments to the entry into Canada of produce treated with 
pesticides not permitted for use in Canada. Canadian producers can neither understand 
nor accept what amounts to a double standard. They insist, quite reasonably, that if the 
imported product is safe, so too would be Canadian produce grown with the use of the 
same insecticide. 

In addition to health, safety and environmental concerns, Canadian pesticide 
policy for the last fifteen years appears to have been driven by industrial development 
objectives. Until 1977, Canadian farmers couid import U.S. products if they were 
registered for the same application in Canada. The ensuing ban on imports of pesticides 
was aimed partly at creating Our own agridtural chemical industry. This objective has 
not been achieved. The related requirement of separate registration in Canada simply 
has led many international chemical companies to avoid the time and expense of 
registering produds for use in OUT relatively small market. 

There is a need to consider whether the Canadian pesticide policy is fuliy meeting 
its stated health objectives, despite the strong role played in it by the Department of 
Health and Welfare. If consumer health is the primary objective, what is the point of 
allowing into Canada fruits and vegetables grown with the use of chemicals not available 
here? Why not permit the use in Canada of all chemicals used on fruits and vegetables 
imported into Canada, provided the domestic produce meets the same strict residue tests 
as the imported goods? If producers' health, as opposed to consumer health, is the 
driving concern, then why not address this through operator training, log books and spot 
checks rather than through the outright ban of certain pesticides? 

In short, Canadian basic policy on pesticide regulations, insofar as it affects the 
horticulture industry, appears to make little sense. There are other ways of meeting the 
health, safety and environmental objectives of Canada's policy on pesticides which also 
would respect the objective of making the fruit and vegetable industry more competitive. 
For this reason, the Tribunal will make, in the next chapter, some suggestions for more 
fundamental improvements to Canada's policy on pesticides. 
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CHUTER II 

COMPETITIVENESS PARTNERSHIPS: PROPOSALS FOR ACTION 
i 1' 

l 

Improved competitiveness for Canada's fruit and vegetable industry, fresh and 
processed, will require actions on the part of several players with an interest in the 
industry. The key participants are the growers and the processors themselves, but the 
wholesale and retaii distribution sector, and the federal and provincial governments have 
important roles to play as well. 

Government policies and programs cannot by themselves assure the success of 
the industry, but they can do much to remove obstacles to growth and create a climate 
which promotes competitiveness. Under the existing framework of governmental 
regulation and support, there are significant differences in performance among producers 
and processors, even within the same product lines. For example, some tomato 
producers in South-Western Ontario can match California growers in yield per acre, even 
though the industry average is well below that of California. This shows that the efforts 
of producers and processors, individually and collectively, will have the greatest bearing 
on the success of the industry, though improved government policies will enable a 
general lifting of standards. 

In considering the various factors which affect the competitiveness of the industry, 
it is important to distinguish, as the old prayer goes, between those things that can be 
changed and those that cannot, and to have the wisdom to know the difference. 
Accordingly, the Tribunal cannot offer any easy advice or quick remedy for various 
aspects of the industry's environment on which we heard much comment during public 
hearings. There is not much the industry can do or the Tribunal can influence 
concerning the level of interest rates and of interest rate spreads between Canada and 
the United Stptes, about the value of the dollar, creeping urbanization or our cold 
climate. 

Other things wili be difficult, but perhaps not impossible to change. This could 
include such things as the terms of the forthcoming NAFTA, improvements in CUSTA, 
changes in relations among producers, processors and distributors, or the government 
funding for research, marketing and income stabiiization. The trick is to see how far 
some of these factors and policies can be influenced and changed, and how the industry 
can better adapt to and exploit its policy environment and resource endowments. 

The following are some of the measures and policies which the various players 
should consider as ways of improving the competitiveness of the fresh and processed 
fruit and vegetable industry in Canada. We discuss, in turn, issues involving the federal 
government, provincial governments, producers, processors and distributors. In treating 
the governmental issues, we sometimes offer advice to producers and processors on how 
they should react to the governmental environment, while, at other times, we suggest 
to governments areas for improvement. 

1. Federal Government 

Macro policies, Le., interest rates and exchange rates 

- During 1991, Canadian interest rates came down significantly. Prime 
interest rate spreads between Canada and the United States (for the 
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relevant reference rates for farm lending, see Chapter 8 (2)g) also returned 
to more traditional ranges. However, the dollar temporarily rose to the 
highest levels in more than a decade. The Government says it has little 
control, at least in the short run, over the relative levels of interest rates 
in Canada compared to those in the United States, and still less influence 
over the externd value of the Canadian dollar. 

- We assume that the Government, even if it wished to do so, would not 
have the financial means to shield the fruit and vegetable industry or any 
other sector of the economy from unexpected and undesired movements 
in interest rates and in the Canadian dollar. 

- The industry may have little choice, therefore, but to plan on the 
assumption that Canadian interest rates will remain higher than those of 
the United States and that the Canadian dollar may stay quite high. If 
these assumptions hold true and the industry makes the necessary 
adjustments, it WU benefit from lower inflation, and it will strengthen its 
capacity to compete, whether or not business conditions improve 
significantly . 

- The CHC and the FIC might consider engaging or developing business 
forecasting and market information services for their members. This could 
help especially the smaller players to make better decisions on the timing 
of investments and on the purchases of inputs and sale of storable 
products. 

CUSTA 

- CUSTA is a reality, but the industry complains that, so far, CUSTA has 
been largely a tariff deal. The Government and industry should get on 
with implementing the agreement fully. 

Chapter 7 of CUSTA established several joint Canada-U.S. working groups 
on technical standards of concern to the horticultural industry in areas 
such as plant health, seeds and fertilizers, fruit and vegetable inspection, 
food and beverage additives, pesticides and packaging. The purpose of 
these groups is to work towards an "open border" by eliminating 
... technical regulations and government standards that would constitute 

an arbitrary, unjustifiable or disguised restriction on bilateral trade." Very 
little appears to have been accomplished so far by these working groups. 

- There are dangers in "unilateral disarmament;" the process of dismanthg 
non-tariff barriers has to be mutual and cautious. Progress in the 
Chapter 7 working groups will take place if the Canadian and 
U.S. industries agree on practical objectives for incremental improvements. 
Producers and processors on both sides of the border should form 
alliances, perhaps on a product-by-product basis, to identdy non-tariff 
obstacles to free movement of their goods, whether in the area of 
standards or enforcement. Once they arrive at a common understanding 
of the facts, they can then propose negotiating objectives for their 
governments. 
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- A timetable for the Chapter 7 working groups in reaching agreement on 
the desired reductions in barriers should be set by industries and 
governments on both sides of the border. The ongoing NAFTA 
negotiations should be used to make progress on these issues rather than 
to defer action on them. 

NAFTA 

- During the autumn of 1991, producers and processors were beginning to 
clanfy their objectives for NAFTA. To help guide o u  negotiators, the 
industry must, as soon as possible, state clearly what it wants and doesn't 
want in NAFTA. It will be equdy  important for the industry to keep in 
touch with developments as the negotiations proceed, so that it can take 
advantage of, and not be the vicîim of, eventual trade-offs. 

sort of safeguards as were obtained in CUSTA, i.e., a 10-year phase out of 
tariffs and a 20-year tariff "snapback" provision. If the United States 
sought the maintenance of its own seasonal tariffs on Mexican produce, 
it would only be fair for Canada to re-open that matter with the 
United States. However, Our current impression is that the U.S. industry 
is reconciled to losing its seasonal tariffs if NAFTA goes ahead. 

d - It seems obvious that our industry wouid, at a minimum, seek the same 

- In our final hearings, the CHC noted that Canada's existing, but seldom 
used, fruit and vegetable surtax mechanism would provide far better 
protection in drasticdy falling markets than the CUSTA tariff snapbacks. 
The industry should Sound out its U.S. and Mexican counterparts on 
whether such a surtax mechanism could be adopted by the three 
countries, to be used as part of their import safeguards against one 
another in extraordinary circumstances, such as a virtual collapse in the 
price of a product. 

- Producers and processors should consider whether they have common 
cause with their U.S. counterparts on the non-tariff aspeds of NAFTA. 
They should also consider whether NAFTA might offer both of them an 
opportunity to improve on the non-tariff provisions of CUSTA. 

Research and Development 

- Resources for both applied and basic research WU continue to be limited. 
In this situation, producers and processors should do more to identify 
their priorities, recognizing that this may create a bias in favour of applied 
research and extension services. 

- Agriculture Canada and the U.S. Department of Agriculture (USDA) 
should work to better coordinate basic research projeds and to ensure 
that their results are effectively disseminated to extension services, federal, 
provincial and state. 
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- A national check-off system could raise funds to be direded to produd 
promotion, market research and other priorities identified by the industry. 
The industry would make use of these funds to augment, not replace, 
services now provided by governments. 

Export Promotion 

- Producers, processors and governments, in their joint programs, should 
concentrate on maximhing their access to the U.S. market. With some 
notable exceptions, marketing efforts outside North America have tended 
to be costly, one-shot efforts. It may be wise to weigh the glamour of 
entering exotic and distant markets against the costs, bearing in mind the 
proximity of the U.S. market and improved access to it under CUSTA. 

Trade Barriers Hrithin Canada 

- Producers, processors and governments should estabiish an agreed and 
documented inventory of provincial regulations and enforcement practices 
which interfere with the free movement of fresh and processed fruits and 
vegetables within Canada. 

position to identify such interprovincial barriers to trade and find ways to 
reduce them. It shouid take advantage of the current interest in 
strengthening the Canadian economic union and in t ense  its own efforts 
in this area. 

- The Federal-Provincial Agricultural Trade Policy Committee is in a good 

Pesticides 

- The Government should, before the 1992 growing season, proceed with 
the implementation of the 1990 recommendations of the Pesticide 
Registration Review Team, particularly in the areas of speeding up the 
pesticide registration process and facilitating the registration of pesticides 
for "minor use." 

- As well, the Government should begin preparing more fundamental 
reforms to Canadian pesticide policy. We urge the Government to a d  
along the following lines: 

1. In the short run, approve for use in Canada any pesticide used in 
the United States, provided that rigorous testing of domestic 
produce treated with it meets the same residue tests which are 
applied to imported produce similarly treated. 

2. In the medium term, negotiate an agreement with the 
United States on mutual recognition of one another's testing and 
registration systems. Under this approach, any pesticide approved 
for use in the United States would be approved for use in Canada, 
and vice versa, provided it had been tested in areas where soil and 
growing conditions were similar in the two countries. 
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3. Under both of the above options, pro2de for the immediate 
duty-free entry from the United States, by both commercial 
importers and individual users, of any pesticide product registered 
for use in Canada. 

4. Only where action is taken on points (1) or (2) above, require 
Canadian producers to follow the practice recently adopted in 
California where each grower keeps a log of every application of 
pesticides, available for inspection by state officials at any time. 
Such a regulation would help ensure operator safety, consumer 
health and environmental protection by guarding against the 
improper application of pesticides. It also would help scientists 
monitor pesticide use in order to judge, over time, the effectiveness 
of a product. 

Increasing the supply of labour 

- There is an urgent need to increase the supply of horticultural workers, 
particularly at Peak times. Government commissions, industry 
representatives, and social leaders have suggested repeatedly that 
social-welfare systems should be made more flexible so that people can 
take temporary agricultural jobs without losing all their benefits. Quebec 
has had some success with a program dong these lines. Its welfare 
regulations allow some recipients to continue to receive their benefits 
during the first month of employment. Some provinces have 
experimented with programs to encourage native persons to get involved 
in the horticultural industry. The federal Government should work with 
the provinces on measures which would ease the supply of casual labour. 

A Canada-wide check-off system 

- 

- 

Better 

- 

The idea of a check-off system involving a small levy on the sale of all 
domestic and imported fresh fruits and vegetables has been around for 
some t h e .  Check-off systems are normally used to fund produd 
promotion and research. We understand that the Minister of Agriculture 
Canada is considering a plan. Its time has come. The United States is 
moving in this direction and already has applied national check-offs to 
several agricultural commodities. Both Canada and the United States 
apply check-offs in the beef industry. While check-offs must be 
non-discriminatory and apply equally to domestic production and to 
imports, they are particularly attractive to industries such as horticulture 
where imports loom large. 

A check-off system would give the Canadian fruit and vegetable industry 
additional resources to join with governments in shared programs of 
product promotion and research. The CHC would have to develop 
principles for the fair distribution of the proceeds regionally and by 
product. 

market information 

One of the strongest tools of improved competitiveness is better and more 
timely statistics and market information. Our impression is that Canada 
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is behind the United States in this area. The industry associations should 
make greater efforts to disseminate to their members accurate and timely 
information on supply, prices, and market conditions and outlook This 
is an activity which could be supported with national check-off funds. 

- More resources for Agriculture Canada to expand its information 
gathering and analysis in this area also would be a valuable way of 
supporting the industry, without subsidizing it. The Department should 
expand its current market information services to parallel more closely 
those provided by USDA. Moreover, to reduce costs, Agriculture Canada 
should explore the feasibility of a combined Canada-U.S. approach to 
gathering and disseminating market information. 

2. Provincial Governments 

Because of shared federal-provincial responsibility for agriculture, a number of the 
points made above about the role of the federal government apply equally well to the 
provinces. The issues discussed below apply mainly to the provinces, though the 
question of migrant labour involves the federal Government as Weil. 

Marketing Board Legislation and Regulations 

- We noted throughout the inquiry a common interest on the part of 
producers and processors to achieve greater flexibility in their negotiations 
so that product pricing takes into account quality and yield improvements, 
and differing local conditions. There is also a growing recognition that 
more can be done by the marketing boards, processors and local grower 
associations to improve extension services, product development and 
marketing. Provincial legislation and regulations should be constantly 
adapted in consultation with growers, processors and consumer groups so 
that they facilitate these developments. 

- A constant concern of producers is their risk of loss between the time a 
processor or other buyer takes possession of a crop and the time it pays 
the producer. If the processor or buyer goes into receivership during this 
interval, the producer becomes an unsecured creditor and faces the 
possible loss of all his originally expected receipts. To protect producers 
from such losses, several provinces have regulations requiring would-be 
processors to undergo exceedingly rigorous creditworthiness tests before 
they can be licensed. Such policies have the unwelcome effect of making 
it difficult for small firms and producer cooperatives to get into the 
business of processing. A more straightforward approach to protecting 
growers would be to adopt the practice in the United States where the 
Perishable Agricultural Commodities Act makes growers preferred creditors 
in the event that processors or other buyers of their produce go into 
receivership. Amendments to the Bank Act and the Bankruptcy Act would 
accomplish the same purpose in Canada. 

Land Use Restrictions 

- Land use restrictions can affect the economic viability of the sector they 
purport to protect by interfering with the normal market forces governing 
entry to, exit from, and rationalization of the industry. From a social 
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9 .  $' *3 
standpoint, land use restictions can seriously affect the sale price of a 
farm and therefore the retirement income of the farmer. 

- The Tribunal was impressed with the reasonableness of those landowners 
Who stated that they should either be allowed to sell their land in an 
unrestricted way or, if prevented from doing so, be compensated in some 
manner. 

- The Tribunal thinks the preferable course would be to remove the bulk of 
the restrictions and let the free market decide the best uses of these lands 
now and in the future. This was the direction being taken by the Niagara 
Regional Council in an October, 1991, decision. We are troubled by 
reports that the Ontario Ministries of Municipal Affairs and of Agriculture 
and Food announced their opposition to this measure. 

- If the restictions are maintained in the Niagara and Lower Mainland 
regions, then Ontario and British Columbia should consider buying the 
land from the farmers at market prices and leasing it back to them at rates 
that reflect its current agricultural production value. 

Migrant Workers 

- The migrant worker program carried out between the federal Government 
and several provinces seems to be working well. However, Quebec 
producers told us that the province was comparatively restictive in the 
number of migrant labourers it allowed in each year. In Ontario, we 
heard many concerns about the high cost of migrant labour and 
suggestions that the high effective premium over the minimum wage 
which these workers receive could be reduced if they could be charged 
something for their travel to Canada and their lodging. Manitoba growers 
also expressed concern about the style of administration of the program 
in that province. 

- It is a matter of pride to Canadians that migrant workers are treated very 
well here, but modest concessions to competitiveness could be made 
without jeopardizing social justice or the supply of visiting workers. We 
also heard suggestions that Canada should permit access to contract 
groups of migrant workers, provided they received at least the minimum 
wage. We support the various suggestions made by the industry for 
improvements in this area. 

3. Producers 

Product Quality and Marketing 

- Producers can learn from one another's successes in this area. Good 
examples are the B.C. Greenhouse Growers, certain Quebec celery, lettuce 
and carrot grower groups and a number of other vegetable and 
fruit-growing cooperatives, marketing boards and private companies which 
have coordinated product development and quality, brand identification 
and marketing, and processing and packaging. In some cases, they have 
hired experts in marketing, applied research and extension services. Local 
grower groups of this sort, when they organize, can develop a product 
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quality and marketing focus that may not be possible at the provincial or 
regional level. 

Partnerships with Processors and Distributors 

- The Ontario tomato industry is an example of how greater cooperation 
between growers and processors can benefit both sides. Growers and 
processors have recently developed a number of contract options which 
price tomatoes according to various quality and yield criteria, to the 
mutual benefit of both parties. Most contracts between processors and 
growers have agreements on seeds, fertilizers, pesticides and other 
services. These arrangements have resulted for some growers in 
significant quality improvements and yields per acre which compare 
favourably with those of California. 

- Producers and shippers of perishable products, if they wish to make 
greater inroads into the grocery chains, will have to consider more 
pre-commitment of deliveries and participation with retailers in advertising 
and marketing programs. They must also find ways to band together in 
marketing and sales organizations so that their bargaining power is 
increased. 

Consumer Education 

- Grower and other industry associations should give continuing emphasis 
to consumer awareness campaigns, such as those conducted by the Fresh 
for Flavour Foundation. A recent high-impact campaign in Ontario was 
TV ads run by various fruit and vegetable producers' associations in 
conjunction with Foodland Ontario. The message promoted the quality 
and freshness of the Ontario products compared to imported products. 

- The industry should continue to develop messages that will help to 
explain to conçumers the benefits to them in terms of product quality, 
safety, price and abundance which are the resuit of modern production 
techniques including the judicious use of commercial fertilizers, licensed 
pesticides and mechanical harvesting. This would help correct some of the 
misconceptions and fears which have triggered such an interest in 
"organicaily" produced fruits and vegetables. 

Better Market Information 

- This involves not just better government statistics, but up-to-date daily 
and even hourly information on prices and supplies, locally, nationally 
and internationally. Information of this sort can be picked up at large 
markets such as the Ontario Food Terminal, although those Who are not 
physically present are at a disadvantage. In California, a number of 
grower/broker firms make markets in various products and carry out 
trading electronically. They make available to their clients and 
shareholders a lot of detailed market information. There may be room 
now in Canada for certain grower groups to move in this direction. 
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Growers' Organizations 

- The Tribunal has come to appreaate how natural it is that the industry 
should be organized in a very large number of rather specific commodity 
groups. We have seen, as weli, that their elected leaders and hired 
personnel make up a very impressive community of expertise. We &O 

think that this body of people, somewhat differently combined and 
coordinated, codd probably do an even better job of serving industry 
needs. As a simple example, when one employee in a particular 
producer's group is an expert in the tax field or the GATT d e s  or the 
pesticide issue, some way should be found to share that person's expertise 
on a broader basis. 

- Most industry leaders need to spend as much time lobbying governments 
on regulatory matters as they do on industry development. Most are 
short of resources and are unable to hire marketing and extension 
specialists; they get by with an over-worked secretary/manager. At the 
federal level, the CHC is so thinly stretched that it spends a lot of its time 
"fire-fighthg," at the expense of planning and organizing. CHC members 
should strengthen their institution, particularly if it is to take advantage 
of the funds which should become available through a national check-off 
system. At the other end, an effort should be made to consolidate 
provincial and regional growers' groups for particular products so that 
they have adequate resources to devote to product improvement, 
marketing and information sharing. 

4. Processors 

More Outward Looking 

- It was clear from processors' testimony that more and more of them 
realize it will not be safe for them to rely simply on their regional markets 
or the Canadian market as a whole. ' To proted their base in Canada they 
must also become export competitive. Several of the multinationals have 
started to rationalize production lines on a North American basis. This 
has involved increasing economies of scde. 

However, processors feel inhibited about putting all their eggs in the 
export basket, given their uncertainty of access to the U.S. market because 
of continuing non-tariff barriers. These uncertainties cause them to rely 
for protection in our own market on our own web of regulations, for 
example, on container sizes. It is clear that each firm, and the industry as 
a whole, must have both defensive and offensive strategies. It is also clear 
that moves to dismantle obstacles to trade must be reciprocal if they are 
to be successful. 

- In the autumn of 1991, the FIC was working with its members to sort out 
theh individual and collective goals on market access and market 
expansion. We welcome this initiative by the processors and also urge 
them to strengthen their dialogue with their U.S. counterparts, aiming at 
further reductions of trade barriers affecting their sector. 
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More Investment in Plant and Equipment 

- In products such as frozen french fries, tomato paste, peas, beans and 
corn, Canadian processors have attained in recent years, or are reaching 
now, cost competitiveness with the United States. This has been the 
result of significant investments which have lowered unit labour costs and 
improved quality and packaging. More efforts of this sort are needed 
throughout the industry, aimed, for example, at having the Canning sedor 
catch up with the progress made on the frozen side. 

More Cooperation with Growers and Distributors 

The most successful processors have b d t  cooperative relationships with 
growers and distributors aimed at providing high quality, assured delivery 
and reasonable returns to each partner in the Chain. Competitive raw 
product costs are important, but are not sufficient by themselves to assure 
the success of the industry from farm-gate to supermarket freezer. 
Partnerships on product development, quality, packaging, branding, 
advertising and delivery will benefit all the players. These partnerships, 
to be meaningful, must be formed at the local level. 

Industry Organization and Information Sharing 

- The FIC, like its counterpart, the CHC, is thinly stretched. Additional 
resources would enable the FIC to help its member firms form their 
individual and collective goals. At the present time, it appears to be more 
responsive to the major firms in the industry and cannot devote itself 
adequately to the needs of the small players. 

secret, there appears to be considerable duplication of effort among the 
larger firms in the collection and dissemination of basic market 
information. Giving the FIC the resources and mandate to improve the 
industry’s stock of market information would be more cost effective for the 
major firms and, at the same time, greatly benefit the smaller players. 

- Because of inter-firm cornpetition and the need to keep marketing plans 

5. Distributors 

Partnerships with Growers and Processors 

Retailers more and more are giving prominence to their produce sections 
in response to health-conscious consumers’ demands for fresh, 
high-quality fruits and vegetables. They have a common interest with 
growers and processors in appealing to this growing number of 
consumers and in encouraging them to give a preference to freshness and 
locally prepared and processed fruits and vegetables. In Quebec, the 
grocery chains work closely with provincial growers and processors to 
cultivate and respond to consumer loyalty to Quebec-made produds. The 
other important horticultural provinces should try to follow the Quebec 
example. Task forces involving retaiiers, growers, processors and the 
provincial governments might be able to work out action plans which 
would allow the local industries to serve the consumer better. 
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CHAPTER III 

FRESH FRUIT AND VEGETABLE INDUSTRY OVERVIEW 

1. Introduction 

The Tribunal's terms of reference directed it, in part, "to develop a representative 
profile of the domestic industry on a regional and national basis, including conditions 
and trends respecting the structure of the industry, production, consumption, marketing 
and trade patterns." This chapter of the report addresses this request by providing a 
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statistical profile of the fresh fruit and vegetable industry, while Chapter IV covers the 
processed fruit and vegetable industry. 

This chapter focuses on the fresh fruit and vegetable sector over the 1980s. It 
identifies trends in production, imports, exports, consumption and market shares. It also 
presents a brief profile on farm operations and places the Canadian industry in 
perspective with its U.S. counterpart. 

Although there are over 50 fruits and vegetables grown in Canada, 
Statistics Canada publishes annual production and farm value data for only 22 vegetable 
and 10 fruit crops. These 32 products include all of the major crops grown in Canada. 
A listing of the 32 crops profiled in this report, as well as of the farm values for the crops 
for 1980 and 1989, is found in Table 3.1. 

Table 3.1 

THIRTY-TWO VEGETABLE AND FRUIT CROPS 

FARM VALUE' 
($ million) 

- 1980 

Vegetables 

Potatoes 356.5 
Mushrooms 66.3 
Tomabes* 69.9 
corn 28.2 
Cucumbers* 25.2 
carrots 32.9 
Cabbage 19.6 
Onions 23.2 
Green Peas** 19.3 
Lettuce 11.9 
Cauliflower 17.0 
Beans 11.9 
Rutabagas 16.9 
Celery 6.1 
Peppers' * * 4.8 

Beets 2.7 
Radishes*** 1.9 
Brussels Sprouts** 1.4 
BrocColi** 1.0 
S inach 1.4 
8mnips - 1.4 

'rotal 724.0 

Asparagus 4.5 

- 1989 

452.0 
159.0 
141.0 
66.1 
52.5 
44.4 
33.8 
31.0 
28.1 
25.4 
20.5 
17.5 
15.5 
13.2 
10.8 
7.5 
4.8 
3.4 
2.6 
2.2 
2.0 
- 1.5 

1,134.8 

Compound 
Annuai 
Growîh 

Rate 
1980439 

(%) 

2.7 
10.2 
8.1 
9.9 
8.5 
3.4 
6.2 
3.3 
4.3 
8.8 
2.1 
4.4 

9.0 
12.3 
5.8 
6.6 
8.7 
7.1 
9.2 
4.0 
- 0.8 

5.1 

(1.0) 

Fruits 

Apples 
Strawberries 
Blueberries 
Raspberries 
Grapes 
Peaches 
Cranberries 
Cherries 
Pears 
Plums and Prunes 

Total 

- 1980 

85.0 
30.7 
14.7 
10.1 
27.9 
17.2 
4.6 

11.6 
11.2 

216.7 

- 3.7 

Compound 
Annuai 
Growth 

Rate 
1989 1980-89 -'O 

107.9 2.7 
49.2 5.4 
36.0 10.5 
32.2 13.7 
29.9 0.8 
24.8 5.1 
15.5 14.5 

2.6 

320.2 4.4 

* Includes greenhouse. 
** Processing crop only. 
*** 1982 

1. Figures on volume of production for 1980 and 1989 are presented in Appendix F. 
Source: Statistics Canada CANSIM farm value data. 
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2. Vegetable Crops 

This section presents the highlights of the individual vegetable crop profiles. The 
largest crops are discussed on an individual basis, while the other crops are grouped 
according to comrnon attributes and then discussed collectively. 

2) :. 

Potatoes are by far the most important vegetable crop grown in Canada with a 
farm value of $452 million for the year 1989 (40 percent of the total for vegetables), the 
highest in the last decade. On average, about 50 percent of the volume of production 
occurred in Atlantic Canada (mostly New Brunswick and Prince Edward Island) although 
there are significant volumes of production in all regions. 

Produdion and consumption have been on a slightly upward trend during 
the 1980s (Table 3.2). Canada is a net exporter of potatoes and its potato trade surplus 
grew over the decade. Exports of potatoes rose from 15 percent to 18 percent of 
production, while imports increased from 6 percent to 7 percent of output. Exports of 
fresh and seed potatoes are of particular importance to New Brunswick and Prince 
Edward Island. Exports of processed potatoes, mainly frozen french fries, have also 
grown substantially since the mid-1980s. Important volumes of potato chips are also 
produced in most regions. 

On a national scale, domestic producers have maintained about 90 ercent of the P total market and 95 percent, or more, of the processed market since 1980. 

Production 
Imports 

Ex orts 

Domestic Consumption 
Production as % of Consumption 
Domestic Producers' 

Market Share (%) 

Imports as % of Production 

&ports as % of Production 

Table 3.2 

POTATOES 
(O00 t) 

Annual Averapes % 
1980-84 1985-88 ChanPe 

2,643 2,891 9 
164 212 29 

387 534 38 

2,420 2,570 6 

6 7 

15 18 

109 112 

93 92 

Source: Statistics Canada im ort and export commodity detail and CANSIM 
production data, and f; griculture Canada fresh vegetable equivalents. 

1. Since the com dation of the figures resented in this section, Tribunal staff has 

year 1989. The results show that the market shares for 11 of the commodities for the 
period 1985-89 are equal to or within 1 percenta e point of the market shares for the 

!y 3 percenta e points fhe  12 supply and disposition tables are presented in 
Appendix G, afong with the ori 'nal version of the supply and disposition table for 

updated the supp 'I y and disposition tab P es for 12 key fruits and vegetables for the 

eriod 1985-88. The one exce tion was the marke 8 share for blueberries which increased 

mushrooms which included res L P  ts for 1989. 
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Mushrooms are the second most important vegetable crop grown in Canada, 
having a farm value of $159 million in 1989 (14 percent of the total for vegetables). The 
high ranking depends on the higher unit prices received for mushrooms compared to 
other vegetable crops, as mushrooms are only eleventh in importance in terms of 
tonnage. Production is concentrated in Ontario and British Columbia. 

Domestic production increased dramatically over the decade and consumption 
increased by a similar amount and at one of the highest rates of any vegetable 
(Table 3.3). Imports declined from 100 percent to 71 percent of production while exports 
grew from less than 1 percent to 2 percent of production. Imports consisted mainly of 
processed (canned) mushrooms, although fresh imports showed some growth in the 
latter half of the decade. Exports of fresh mushrooms were mainly from 
British Columbia and were destined for the United States and Japan. 

Domestic growers increased their share of the domestic market 7 percentage 
points to an average of 57 percent in the last half of the decade. The producers' share 
of the processed market increased from 2A percent to 28 percent, but their share of the 
fresh market declined 3 percentage points to 90 percent. 

Production 
Imports 

Exports 

Domestic Consumption 
Production as % of Consumption 
Domestic Producers' 

Market Share (76) 

Imports as % of Production 

Exports as '% of Production 

Table 3.3 

MUSHROOMS 
(O00 t) 

Annual Averages % 
1980-84 1985-88 Change 

35 49 40 
35 35 O 

1 O0 71 
... 1 

2 
70 83 19 
50 59 

50 57 

... Less than 500 tonnes. 
Source: Statistics Canada import and export commodity detail and CANSIM 

production data, and Agriculture Canada fresh vegetable equivalents. 

Tomatoes are the third most important vegetable crop grown in Canada with a 
farm value of $141 million in 1989 (12 percent of the total for vegetables). Domestic 
production includes field-grown tomatoes for both the fresh and processed markets, and 
greenhouse tomatoes for the fresh market. In recent years, processing production has 
accounted for 86 percent of total output, and the fresh field market crop and greenhouse 

32 



production have accounted for 10 percent and 4 percent of output, respectively. Fresh 
production occurs in all regions, while processed production is mostly located in 
Southwestern Ontario and greenhouse production is concentrated in Ontario and 
British Columbia. 

Tomato production increased moderately while consumption was stable over the 
last decade (Table 3.4). Imports decreased from 76 percent to 63 percent of output, while 
exports increased from 1 percent to 2 percent of output. Imports and exports consisted 
mainly of processed tomatoes, although the volume of fresh tomato imports was 
sigrutïcant. Fresh exports were primarily from British Columbia and Ontario and were 
shipped to neighbouring American States. 

Canadian growers expanded their share of the tomato market from 57 percent to 
61 percent during the period 1985-88. This was the result of the growers increasing their 
share of the processed market by 3 percentage points to 68 percent, as well as their share 
of the fresh market by 5 percentage points to 36 percent. 

Table 3.4 

TOMATOES 
(O00 t) 

Annual Averaeres % 
1980-84 1985-88 Change 

Production 513 
Imports 389 

76 

1 
Domestic Consumption 897 

57 
Domestic Producers' 

Imports as % of Production 
Exports 4 

Production as % of Consumption 

Exports as % of Production 

Market Share (%O) 57 

573 12 
363 (7) 
63 
I l  1 75 
2 

925 3 
62 

61 

Source: Statistics Canada import and export commodity detail and CANSIM 
production data, and Agriculture Canada fresh vegetable equivalents. 

Cucumbers, with a farm value of $53 million in 1989, are grown in the field and 
in greenhouses. In recent years, almost 70 percent of the volume of production 
(41 percent of the farm value of production) has been field grown and a significant 
proportion of the field crop has gone to pickle processing. Greenhouse production is sold 
entirely on the fresh market. Field production is centered in Ontario and Quebec, while 
greenhouse production is concentrated in Ontario. 
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Domestic production increased slightly because greenhouse production expanded 
more than field production diminished (Table 3.5). Consumption increased moderately. 
Imports climbed from 50 percent to 58 percent of production, while exports went from 
3 percent to 4 percent of production. Imports and exports consisted mainly of fresh 
cucumbers. Fresh exports originated mainly in Ontario and British Columbia. 

Domestic producers' overall market share declined from 66 percent to 62 percent. 
This drop reflects a decline of 5 percentage points in their share of the processed market 
to 88 percent, partially offset by an increase of 2 percentage points in their share of the 
fresh market to 47 percent. 

Production 
Imports 

Exports 

Domestic Consumption 
Production as % of Consumption 
Domestic Producers' 

Market Share (%) 

Imports as % of Production 

Exports as % of Production 

Table 3.5' 

CUCUMBERS 
(O00 t) 

Annual AveraEes % 
1980-84 1985-88 Change 

76 
38 
50 
2 
3 

112 
68 

66 

83 9 
48 26 
58 
3 50 
4 

128 14 
65 

62 

Source: Statistics Canada import and export commodity detail and CANSIM 
production data, and Agriculture Canada fresh vegetable equivalents. 

Processing crops normally include corn, green peas and beans that had a 
collective farm value of $112 million in 1989. Processed production ranges between 
75 percent and 100 percent of the harvest for these crops. Eighty percent or more of 
corn and bean production occurs in Ontario and Quebec, while green pea production is 
more widely dispersed, with 60 percent occurring in Ontario and Quebec. 

Domestic production and consumption both declined for green peas and beans, 
but increased slightly for corn (Table 3.6). Imports and exports of green peas and beans 
all grew relative to production, while imports of corn remained stable and exports of corn 
declined as a percentage of output. Bean and corn imports were heavily weighted 
towards fresh produce while green pea imports were entirely in processed form. 
Processed products dominated exports, with only beans reporting any fresh exports. 
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Domestic growers held the dominant market share for all three crops over the 
decade. The corn growers' market share remained constant at 89 percent while the green 
pea producers' share declined 3 percentage points to 93 percent and the bean growers' 
share dropped 5 percentage points to 75 percent. 

Produdion 
Imports 

Imports as % of Production 

Exports as % of Production 
bpo* 

Domestic Consumption 

Production as % of Consumption 

Domestic Producers' 
Market Share (%) 

Production 
Imports 

Imports as % of Production 

Exports as % of Production 
ExPo* 
Domestic Consumption 

Production as % of Consumption 

Domestic Producers' 
Market Share (%) 

Table 3.6 

PROCESSING CROPS 
(O00 t) 

Corn 
Annual Averaaes 96 - 1980-84 1985-88 Chanae 

296 311 5 
29 31 7 
10 10 

21 18 
62 55 (11) 

263 287 9 

113 108 

89 89 

Annual Averaaes 96 - 1980-84 198588 Chanae 

48 45 (6) 
11 13 18 
23 29 
3 5 67 
6 Il 
56 53 (5) 

86 85 

80 75 

Annual Aveaaea 99 
1980-84 1985-88 Chanae 

66 57 (14) 
3 4 33 
5 7 
7 7 O 
11 12 
61 54 (1 1) 

108 106 

% 93 

Source: Sîatistics Canada import and export commodity detail and CANSIM production data, and Agriculture 
Canada fresh vegetable equivalents. 

Root crops consisting of carrots, rutabagas, beets, radishes and parsnips varied in 
farm value from a high of $44 million for carrots to a low of $1.5 million for parsnips 
in 1989. These crops are grown in all regions of Canada, but production is heaviiy 
concentrated in Ontario and Quebec. Over one-half of the beet crop and about one-fifth 
of the carrot harvest go to processing. Processing is not a significant factor for the other 
three root crops. 

Over the decade, radish production enjoyed strong growth, carrot production 
expanded marginaily, parsnip production remained stable, and the rutabaga and beet 
crops declined in volume (Table 3.7). Consumption followed a somewhat similar pattern. 
Imports, as a percentage of production, declined for radishes, remained constant for 
rutabagas and parsnips and grew for carrots and beets. Exports of carrots and rutabagas 
declined relative to production due to a signhcant drop in the exports of both crops in 
the crop year 1988. Carrot exports dropped as a result of drought conditions in 
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Central Canada and an oversupply of carrots in U.S. markets. Rutabaga exports feli 
because a virus affected crop storability and demand declined. Exports of beets, radishes 
and parsnips all averaged less than 500 tonnes over the decade. 

Canadian producers' market shares declined from 78 percent to 74 percent for 
carrots, from 98 percent to 97 percent for rutabagas and from 92 percent to 89 percent 
for beets. However, the growers' shares increased from 25 percent to 30 percent for 
radishes and from 74 percent to 79 percent for parsnips. 

Production 
Imports 

E x r t s  

Domestic Consumption 

Production as % of Consumption 

Domestic Producers' 
Market Share (%) 

Imports as % of Production 

Eports as % of Production 

Production 
Imporîs 

E x &  

Domestic Consumption 

Production as % of Consumption 

Domestic Producers' 
Market Share (%) 

Imports as % of Production 

Eports as % of Production 

Production 
Imports 

E x r t s  

Domestic Consumption 

Production as % of Consumption 

Domestic Producers' 
Market Share (%) 

Imports as % of Production 

Eprts as % of Production 

Table 3.7 

ROOT CROPS 
(O00 t) 

camte 
Annual Averaaes % - 1980-84 1985-88 Change 

m 258 3 
58 74 28 
23 29 
50 49 (2) 
în 19 
258 283 10 

97 91 

78 74 

BWts 
Annual AveraEes 96 
1980-84 1985-88 Chanae 

a) 16 
2 2 
10 13 
... ... 

21 18 (14) 

95 89 

92 89 

Parsnius 
Annual Averazes % 
198054 1985-88 Change 

3 3 O 
1 1 O 

33 33 
... ... 
4 4 O 

75 75 

74 79 

Annual Averazes % 

102 82 (W 

1980-84 1985-88 Change 

2 2 O 
2 2 

142 126 

98 97 

Annual Averaaes % 
1982-84 1985-88 Chanee 

4 5 25 
11 11 O 

275 m 
... ... 
14 15 7 

29 33 

25 30 

... Less than 500 tonnes. 

Source: Statistics Canada import and export commodity detail and CANSIM production data, and Agriculture 
Canada fresh vegetable equivalents. 
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Cole crops include cabbage, caulifiower, Brussels sprouts and broccoli. Cabbage 
and caulifiower had farm values of $34 million and $21 million, respectively, in 1989, 
while Brussels sprouts and broccoli had farm values of $2.6 million and $2.2 million, 
respectively. The figures for cabbage and caulifiower cover both fresh and processing 
production, but the figures for broccoli and Brussels sprouts cover only processing 
production, as complete data on farm values for the fresh market are not available. Most 
of the Brussels sprout crop goes to processing and most of the broccoli crop goes to the 
fresh market. Over the last decade, the volume of broccoli sold on the fresh market has 
grown to the point that the value of fresh production, in recent years, has been 
estimated to be in excess of $12 million. Around 6 percent of the cabbage crop and 
12 percent of the caulifiower crop are processed. 

Cabbage and cauJiflower production are concentrated in Central Canada, with 
more cabbage grown in Quebec than Ontario and more cauliflower grown in Ontario 
than Quebec. Broccoli production is centered in Ontario, Quebec and British Columbia, 
but significant increases in production have occurred in the Maritimes, Manitoba and 
Alberta. Regional statistics are not available for Brussels sprouts. 

The volume of broccoli production and consumption (both fresh and processed) 
grew dramatically over the decade, primarily due to growth in the fresh market 
(Table 3.8). Brussels sprout production increased significantly, while consumption rose 
moderately. Cabbage production and consumption both declined, and cauliflower 
production decreased, while consumption increased markedly. Imports of cabbage, 
Brussels sprouts and broccoli declined relatively to production, while imports of 
cauliflower increased as a percentage of output. Exports of cabbage increased as a 
proportion of production, while exports of caulifiower decreased relatively to output. 
Exports of Brussels sprouts and broccoli averaged 1,000 tonnes or less over the decade. 

Domestic producers increased their market shares by 1 percentage point to 
81 percent for cabbage, by 2 percentage points to 26 percent for broccoli and by 
3 percentage points to 41 percent for Brussels sprouts. The growers' share of the 
cauliflower market declined 14 percentage points to 49 percent. 
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Production 
Imports 

Imports as % of Production 

Exports as % of Production 
Exports 

Domestic Consumption 

Production as % of Consumption 

Domestic Produces' 
Market Share (%) 

Production 
Imports 

Imports as % of Production 

Exports as % of Production 
Exports 

Domestic Consumption 

Production as % of Consumption 

Domestic Producers' 
Market Share (%) 

Table 3.8 

COLE CROPS 
t) 

Cabbage 
Annual Averaaes 96 

1980-84 1985-88 Change 

140 135 (4) 
34 30 (12) 

- 

24 2.2 
6 10 67 
4 7 

168 156 O 
83 87 

80 81 

Brussels svrouts 
Annual Averaaes 96 

1980-84 1985-88 Change - 
3 4 33 
4 4 O 

133 100 
... 1 

2.5 
7 8 14 

43 50 

38 41 

Cauliflower 
96 

198084 1985-88 Chanae 

46 45 (2) 

5 4 (zo) 

Annual Averaaes 

24 43 79 
52 % 

11 9 
Mi 85 29 

70 53 

63 49 

Annual Averaaes 96 
1980-84 198588 Change 

13 21 62 
41 58 41 
315 276 

<.. ... 

54 79 46 

24 27 

24 26 

... Less than 500 tonnes. 

Source: Statistics Canada import and export commcdity detail and CANSIM production data, and Agriculture 
Canada fresh vegetable equivalents. 

Salad crops include lettuce, celery and peppers. Other crops, such as tomatoes 
and cucumbers, are also considered to be salad crops, but are discussed separately. The 
farm value of the three crops varied from a high of $25 million for lettuce to a low of 
$11 million for peppers. The field production of these crops occurs mostly in 
Central Canada, although substantial volumes of lettuce and celery are also grown in 
British Columbia. Quebec is the most important growing region for lettuce, while 
Ontario is the most important producing area for the other two crops. Imported lettuce 
is processed in Canada, but lettuce grown domestically is not. Data on lettuce processing 
are not available. About 5 percent of Ontario's celery crop and 29 percent of the 
province's pepper crop are processed. 

Pepper production and consumption 'grew dramatically over the decade 
(Table 3.9). Lettuce production grew moderately, while the production of celery and the 
consumption of lettuce and celery expanded slightly. Imports of lettuce and peppers 
decreased relatively to output, while imports of celery grew as a proportion of 
production. All three crops are imported only in the fresh state. Exports of lettuce and 
celery declined as a percentage of production, while the exports of peppers averaged 
1,000 tonnes over the last half of the decade. 
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The market shares of Canadian producers increased 2 percentage points to 
18 percent for lettuce, decreased 1 percentage point to 27 percent for celery and grew 
4 percentage points to 31 percent for peppers. 

Production 
Imporîs 

Imporîs as % of Production 

Exports as % of Production 
Exports 

Domestic Cowumption 

Production as % of Consumption 

Domestic Producers' 
Market Share (%) 

Production 
Imporîs 

Imporis as % of Production 

Exports as % of Production 
Exports 

Domestic Consumption 

Production as % of Consumption * 

Domestic Producers' 
Market Share (%) 

Table 3.9 

Annual Averaaes % 
1980-84 1985-88 Chanqe 

44 50 14 
206 209 1 
468 418 
4 4 O 
9 8 

245 255 4 

18 a) 

16 18 

Peupers 
Annual Average8 96 

198284 1985-88 Chanae 

15 23 53 
40 50 25 

267 217 
... 1 

4 
54 72 33 

28 32 

27 31 

Annual Averaaes 96 
ï980-84 1985-M Chan- 

35 36 3 
81 87 7 

231 242 

11 8 
4 3 (25) 

112 119 6 

31 30 

28 27 

... L e s  than 500 tonnes. 

Source: Statistia Canada import and export commodity detail and CANSIM production data. 

Other crops include onions, asparagus and spinach. Onion production, which 
was valued at $31 million in 1989, is reported in all regions of the country but 
Atlantic Canada. Production is concentrated in Ontario, with that ' province being 
responsible for over 60 percent of national production. The volume of the domestic crop 
remained stable over the decade, while consumption increased slightly (Table 3.10). 
Imports increased from 69 percent to 83 percent of production. (It should be noted that 
domestic production consists mainly of yellow onions and that a major'proportion of 
imports consists of milder Spanish onions. The production of Spanish onions in Canada 
is restricted by climatic conditions.) Exports grew from 13 percent to 15 percent of 
output. The domestic producers' share of the onion market declined 4 percentage points 
to 51 percent. 

Asparagus production had a farm value of over $7 million in 1989. Production 
occurs primarily in Ontario, Quebec and British Columbia, with over three-quarters of 
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it being in Ontario. Asparagus processing OCCUTS mainly in British Columbia, where the 
industry relies heavily on fresh imports for its processing. Production and consumption 
of asparagus were both up sigruiîcantly over the decade (Table 3.10). Imports declined 
from 350 percent to 300 percent of production while exports, which were almost all in 
a processed state, decreased from 100 percent to 67 percent of output. Domestic 
producers increased their share of the asparagus market by 8 percentage points to 
13 percent. 

Spinach had a farm value of $2 million in 1989. It is grown commercially in 
Ontario, Quebec and British Columbia, with over one-half the production occurring in 
Ontario. Domestic production remained stable over the 198ûs, while consumption 
displayed a moderate increase (Table 3.10). Imports, which consisted mostly of fresh 
spinach, grew from 400 percent to 500 percent of output, while exports were negligible. 
Growers lost ground in the domestic market over the decade, with their market share 
declining 6 percentage points to 16 percent. 

Production 
Imports 

Impocîs as % of Production 

Exports as % of Production 
Evo* 

Domestic Consumption 

Production as % of Consurnption 

Domestic Producers' 
Market Share (%) 

Production 
Imports 

Impocîs as '% of Production 

Exports as % of Production 
Exports 

Domestic Consumption 

Production as % of Consumption 

Domestic Producers' 
Market Shace (%) 

... Less than 500 tonnes. 

Table 3.10 

OTHER CROPS 
(O00 t) 

Onions 
Annual Averaaes % 
1980-84 1985-88 Chanze 

127 127 O 
88 105 19 
69 83 
17 19 12 
13 15 
198 212 7 

64 60 

55 51 

Spinach 
Annual Averages % 
1980-84 1985-88 Change 

3 3 O 
12 15 25 

400 500 
... ... 
15 18 a) 

a) 17 

22 16 

Asoaraaus 
Annual Averazes 96 
1980-84 1985-88 Change 

2 3 50 
7 9 29 

2 2 O 

8 10 25 

350 300 

100 67 

25 30 

5 13 

Source: Statistics Canada irnport and export cornmodity detail and CANSIM production data, and Agriculture 
Canada h h  vegetable equivalents. 
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In summary, the total farm value of vegetable crops in 1989 was $1.1 billion. 
Potatoes are the leading crop, accounting for 40 percent of farm value. They are 
followed in importance by mushrooms and tomatoes which represent 14 and 12 percent 
of the total, respectively. Vegetable production increased 7.5 percent from the years 
1980-84 to reach an average of 4.8 million tonnes in the years 198588. Both imports and 
exports also grew in volume over the decade. However, the volume of imports remained 
at 29 percent of production, whiie the volume of exports increased from 13 to 15 percent 
of production. With exports increasing as a share of production, Canadian producers' 
share of the domestic market slipped 1 percentage point to 74 percent. 

3. Farms Growing Vegetables 

According to the latest Census of Agriculture, there were 14,545 farms growing 
vegetables in Canada in 1986 (Figure 3.1). Forty percent of these farms were in Ontario 
and a further 26 percent were in Quebec. The other three regions each accounted for 
between 9 and 15 percent of the farms. Not all of these farms, however, specialized in 
vegetable production. A total of 7,045 farms, or 48 percent, could be considered to be 
specialized, with 51 percent or more of the total value of their sales accounted for by 
vegetables. Regionally, the percentage of farms specializing in vegetable crops varied 
from a high of 62 percent in Atlantic Canada to a low of 43 percent in Ontario. 

The average area devoted to vegetable production for all farms was 39 acres 
(Figure 3.2). On a regional basis, the average vegetable area ranged from a high of 
69 acres in the Prairies to a low of 18 acres in British Columbia. In the Prairies and 
Atlantic Canada, the areas are somewhat larger because of the large potato farms located 
in those regions. For farms specializing in vegetable production, the average area 
committed to vegetable production was much higher at 65 acres. A cornparison of the 
results of the Censuses of Agriculture for 1981 and 1986 indicates that the average 
vegetable area for specialized farms increased 14 percent. This occurred as the number 
of small and medium-shed farms declined and the number of large farms increased. 

Averages tell us little about the large number of farms which devote only a small 
area to vegetable production or about the importance of large vegetable farms for total 
industry output. As Table 3.11 shows, just under one-half of all farms use 7 acres or less 
for growing vegetables. For specialized farms, one-third of the farms use 7 acres or less 
for vegetables and a further 14 percent use between 8 and 17 acres for vegetables. 

The horticultural industry, like the rest of Canadian agriculture, is skewed in that 
a minority of producers account for the majority of production. Census figures show 
that in 1985,23 percent of vegetable growers accounted for 83 percent of total vegetable 
sales. Further, the 13 percent of producers Who derived 81 percent or more of their farm 
revenue from vegetables and had annual vegetable sales greater than $50,000 accounted 
for 55 percent of all vegetable sales. The data also indicate that the specialized farms, 
which attained 51 percent or more of their revenue from vegetables, accounted for over 
80 percent of the acreage in vegetable production. 

' 
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Table 3.11 

PERCENTAGE DISTRIBUTION OF FARM AREA 
USED FOR VEGETABLE PRODUCTION, 1986 

Acres Al1 Farms Specialized Farms 

1 -  7 48 32 
8 -  17 14 14 

18 - 32 11 13 
33 -127 20 28 

7 _. 13 128+ - 

Total 100 100 

Source: Statistics Canada - Census of Agriculture, 1986. 

16000 
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O 

FIGURE 3.1 
NUMBER OF FARMS GROWlNG VEGETABLES 

1986 

14046 

Atlantic Quebec Ontario Prairies B.C. Canada 

Total Farrns 0 Farrns with Vegetable 
Sales 151% of Total Sales 

Source: Statistics Canada, Census of Agriculture, 1980. 
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FIGURE 3.2 
FARMS GROWING VEGETABLES 

Average Vegetable Area - 1986 

Acres 

128 

Atlantic Quebec Ontario Prairies B.C. Canada 

Total Farms 0 Farms with Vegetable 
Sales ! 51% of Total Sales 

Source: Statistics Canada, Census of Agriculture, 1986. 

Operator income and family income for specialized vegetable farms are 
presented in Figure 3.3. In 1985, operator income averaged $21,288. Fifty-three percent 
of this income came from off-farm work, while net income from farm operations 
contributed 26 percent, and other sources such as interest, dividends, pensions, family 
allowances and unemployment insurance accounted for 21 percent. The 52 percent of 
operators Who reported off-farm income had an average total income of $26,918. Those 
operators Who reported no off-farm income had an average income of $15,269. Net 
income from farm operations was zero or negative for 51 percent of the operators. 
Family income for speciaiized farms in 1985 averaged $36,644, with off-farm work 
contributing 60 percent and farm operations 19 percent. 
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FIGURE 3.3 
AVERAGE INCOME FOR FARMS WlTH 

1985 
VEGETABLE SALES 51% OF TOTAL SALES 

O Off-Faim 
I lncome 

00% 

OPERATOR INCOME FAMILY INCOME 
1$21.2881 1$36.6441 

Source: Statistics Canada, Censuses of Agriculture-Population Linkage Database, 1980. 

4. Fruit Crops 

Apples are the most important fruit crop, having a farm value of $108 million 
(34 percent of the total for fruits), which is more than twice the value of strawberries, 
the next most important fruit crop. Over two-thirds of the production OCCLUS in Ontario 
and British Columbia, while the remainder is divided between Quebec and 
Atlantic Canada. MacIntosh and Delicious apples are the most important varieties of 
apples grown in Canada, with MacIntosh apples accounting for the largest volume of 
production in Ontario and Delicious apples accounting for the largest volume of 
production in British Columbia. Apple processors take about 45 percent of the crop. 
They buy processing varieties of apples and fresh apples that do not meet grade 
standards and process them mostly into juice. On a regional basis, just under one-third 
of the B.C. crop goes to processing, while over one-half of the other regions' crops go to 
processing. 

Domestic production fluctuated widely during the decade, but, on average, 
showed little change, while consumption was up moderately over the same period 
(Table 3.12). Imports, which consisted largely of processed apple products, climbed from 
59 percent to 77 percent of production. Exports, which were primarily in the fresh state, 
averaged 18 percent of production over both halves of the decade. British Columbia and 
Ontario were responsible for almost 90 percent of the exports, with British Columbia 
shipping a larger percentage of its exports to countries other than the United States 
when compared to Ontario. 
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Nationally, Canadian growers' share of the domestic market contraded from 
58 percent to 52 percent in the second half of the decade. 

Production 
Imports 

Exports 

Domestic Consumption 
Production as % of Consumption 
Domestic Producers' 

Market Share (76) 

Imports as % of Production 

Exports as % of Production 

Table 3.12 

APPLES 
(O00 t) 

Annuai Averaaes % 
1980-84 1985-88 Change 

~ ~~ 

production data, and Agriculture Canada fresh f r i t  equivalents. 

474 468 (1) 
281 362 29 
59 77 
83 83 O 
18 18 

672 748 11 
71 63 

58 52 

Source: Statistics Canada imriort and export commodity detail and CANSIM 

Grapes had a farm value of $30 million in 1989, making it the fifth most important 
fruit crop. In 1989, several thousand hectares of vineyards were removed from 
production as part of the joint federal-provincial Grape and Wine Industry Adjustment 
Program. Commercial production occurs primarily in the Niagara Region in Ontario and 
in the Okanagan Valley in British Columbia, but there is some production in 
Nova Scotia. 

Domestic production was on a slight upward trend untd 1989, when there was 
a significant drop in output due to the removai of vineyards from production (Table 3.13). 
Consumption (including table grapes, raisins, juice and wine) increased slightly over the 
decade. Imports increased from 551 percent to 601 percent of output, while exports grew 
from 5 percent to 24 percent of output. The domestic producers' market share declined 
from 15 percent in the years 1980-84 to 11 percent in the years 1985-88. 
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Production 
imports 

Exports 

Domestic Consumption 
Production as % of Consumption 
Domestic Producers' 

Market Share (%) 

Imports as % of Production 

Exports as % of Production 

Table 3.13 

Annual Averanes % 
1980-84 1985-88 Change 

80 84 5 
441 505 15 
551 601 

4 20 400 
5 24 

51 7 569 10 
15 15 

15 11 

Source: Statistics Canada import and export commodity detail and CANSIM 
production data, and Agriculture Canada fresh fruit equivalents. 

Berry crops include strawberries ($49 miliion), blueberries ($36 million), raspberries 
($32 million) and cranberries ($15 million). Blueberry production is concentrated in 
Atlantic Canada, Quebec and British Columbia, with some production in Ontario. 
Virtually all of the blueberry crop in Atlantic Canada and Quebec consists of lowbush 
blueberries that go almost entirely to the processing market for freezing. 
British Columbia's crop is all highbush blueberries that are sold to the fresh market and 
processors for freezing. Almost 90 percent of the volume of raspberry production and 
over 95 percent of the volume of cranberry production occur in British Columbia. Almost 
all of that province's cranberry crop is shipped to the United States for processing. A 
significant percentage of the province's raspberry crop is also shipped to the United States 
for processing. 

The production of strawberries grew slightly, while the production of blueberries, 
raspberries and cranberries increased dramatically (Table 3.14). Consumption increased 
significantly for all four berry crops. Canada is a net exporter of blueberries, raspberries 
and cranberries and the country's trade surplus in these crops increased over the decade. 
Exports of blueberries and raspberries grew relatively to production and exports of 
cranberries declined as a proportion of output. At the same time, imports of blueberries 
and cranberries decreased as a percentage of production, and imports of raspberries went 
up relatively to output. Canada has a trade deficit in strawberries. This deficit widened 
over the 1980s, as imports of strawberries climbed relatively to production and exports 
remained a constant proportion of output. 

The domestic producers' market shares declined 6 percentage points to 48 percent 
for strawberries and dropped 6 percentage poiiits to 85 percent for raspberries. The 
blueberry producers' market share increased 1 percentage point to 42 percent and the 
cranberry growers' share grew 2 percentage points to 16 percent. 
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Production 
Imporb 

Imports as 96 of Production 

Exports as % of Production 
Exports 

Domestic Consumption 

Production as % of Consumption 

Domestic Produceis' 
Market Share (%) 

Production 
Imports 

Imports as % of Production 

&ports as 4% of Production 
Exports 

Domestic Consumption 

Production as % of Consumption 

Domestic Producers' 
Market Share (%) 

Table 3.14 

BERRY CROPS 
(O00 t) 

Strawbemes 
Annual Averaaes % - 1980-84 1985-88 Change 

Bluebedw 

î9ûû-84 1985-88 Change 
% Annual Averages 

Source: Sîatistics Canada import and export commodity detail and CANSIM production data, and Agiculture 
Canada fresh h i t  equivalents. 

... Less than 500 tonnes. 

29 32 10 
25 33 32 
86 103 
1 1 O 
3 3 
53 64 21 

55 50 

54 48 

19 25 32 
5 6 a) 
26 24 
15 21 40 
79 84 
9 Il 22 

21 1 227 

41 42 

Annual Averaaes % 
1980-84 1985-88 Change 

12 18 50 
1 2 100 
8 I l  
4 9 125 
33 50 
9 11 22 

133 164 

91 85 

Cranbemes 

1980-84 1985-88 Chanae 
% Annual Averaaes 

7 10 43 
3 4 33 

7 9 29 

4 5 25 

43 40 

100 90 

14 16 

Tender fruits include peaches, pears, cherries, and plums and prunes, which had 
farm values ranging from a high of $27 million for peaches to a low of $2.6 million for 
plums and prunes. The tender fruit industry is primarily located in the Niagara Region 
in Ontario and the Okanagan Valley in British Columbia because the climate, topography 
and soil conditions found in these two areas favour the growing of tender fruits. 

The bulk of the peach crop and over one-half of the pear crop, and the p l u  and 
prune crop are grown in Ontario. Cherry production is almost equaily divided between 
Ontario and British Columbia, with sour cherries grown mainly in Ontario and sweet 
cherries produced mostly in British Columbia. 

Over the decade, peach production grew significantly, reflecting increases in the 
harvest in Ontario, while peach consumption remained flat (Table 3.15). The production 
of pears, and plums and prunes decreased, while the consumption of the two fruits 
increased moderately. Cherry production and consumption declined. Imports of peaches 
declined relatively to output, while imports of cherries, pears, and plums and prunes 
increased as a percentage of production. Exports of cherries and pears rose as a 
proportion of production, while exports of peaches, and plums and prunes averaged less 
than 500 tonnes over the decade. 
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Domestic growers increased their share of the peach market from 42 percent to 
49 percent, while their shares of the other three markets contracted. For pears, the 
producers' share declined 12 percentage points to 33 percent; for plums and prunes, the 
growers' share fell 4 percentage points to 14 percent; and for cherries, the producers' 
share decreased 1 percentage point to 46 percent. 

~ ~~ ~ 

Source: Statistics Canada import and export commodity detail and CANSIM production data, and Agicultute 
Canada fresh fruit equivalents. 

Table 3.15 

TENDER FRUIT CROPS 
(000 t) 

Peachea 
Annual Averaees 46 

1980-84 198588 Chanae 

Chemes 

1980-84 198588 Chanae 
96 

14 13 O 

Annual Averages 

13 14 8 
93 108 
2 2 O 

14 15 
26 25 (4) 

Production 
Irnports 

Imports as % of Production 

Exports as % of Production 
Exports 
Domestic Consumption 

34 41 21 
48 42 (13) 

141 102 
... ... 

82 83 1 

Production as % of Consumption 41 49 54 52 

Domestic Producers' 
Market Share (%) 42 49 47 46 

Piums and Prunes Peara 
Annuai Averages % 

1980-84 1985-88 Chanae 
Annual AveraKes % 

1980-84 1985-88 Change 

Production 
Imporîs 

Imports as % of Production 

Exports as % of Production 
Exports 

Domestic Consumption 

Production as % of Consumption 

Domestic Producers' 
Market Share (%) 

31 26 (16) 
37 50 35 

119 192 
1 1 O 
3 4 

67 7s 12 

7 6 (14) 
32 37 16 

457 617 
.<. ... 

39 42 8 

46 35 18 14 

45 33 18 14 

... Less than 500 tonnes. 

In summary, fruit production had a farm value of $0.3 billion in 1989. Apples are 
the largest crop, accounting for one-third of the total crop value. Next in importance are 
strawberries at 15 percent, followed by blueberries at Il percent and raspberries at 
10 percent. Over the decade, the volume of fruit production increased 2 percent. The 
volume of imports and exports grew relatively to production, with imports going from 
125 percent to 145 percent of production and exports increasing from 17 percent to 
20 percent of production. As a result of these changes, Canadian producers' share of the 
domestic fruit market declined from 40 percent to 35 percent. 
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5. Farms Growing Fruits 

In 1986, there were 15,191 farms growing fruits in Canada (Figure 3.4). Ontario 
accounted for 37 percent of the farms, followed by British Columbia with 29 percent, 
Quebec with 19 percent, and the Atlantic and Prairie regions combined with 15 percent. 
A total of 8,335 farms or 55 percent had fruit sales at least equal to 51 percent of total 
farm sales. On a regional basis, the percentage of farms specializing in growing fruits 
ranged from a high of 73 percent in British Columbia to a low of 40 percent in the 
Atlantic and Prairies regions combined (combined to maintain confidentiality of data). 

The average area dtivated for fruit production for all fruit growing farms was 
14 acres (Figure 3.5). Regionally, the area varied from a low of 10 acres in 
British Columbia to a high of 21 acres in the combined regions of Atlantic Canada and 
the Prairies. The area in the combined regions is relatively large because of the relative 
importance of blueberry farms in Atlantic Canada. Farms specializing in fruit production, 
on average, used 21 acres for fruit production. Regiondy, British Columbia again had 
the smallest area with 12 acres and the combined regions had the largest area with 
38 acres. 

As was the case for vegetables, a minority of producers account for a majority of 
tree fruit, and berry and grape production, The Census data show that in 1985, 
10 percent of the producers growing tree fruits accounted for 58 percent of the sales of 
tree fruits, and 6 percent of the producers growing bernes and grapes accounted for 
52 percent of the sales of berry and grape output. The data further indicate that the 
specialized fruit farms, which derived 51 percent or more of their annual sales from all 
types of fruit sales, accounted for over 80 percent of the acreage used for fruit 
production. 
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FIGURE 3.4 
NUMBER OF FARMS GROWING FRUITS 

1986 

40  - 38 

30 ! 
20 

10 

O 
Canada Quebec Ontario B.C. Atlantic & 

0 Farrns with Fruit 

Prairies 

Total Farrns 
Sales r 51% of Total Sales 

Source: Statistics Canada, Census of Agriculture, 1986. 
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Figure 3.6 presents operator and family incomes for farms specializing in fruit 
growing. The average operator income for fruit farms in 1985 was $25,308. 
Fifty-nine percent of the income was derived from off-farm work, 13 percent came from 
farm operations and the remaining 28 percent was received from other sources. The 
average total income for the 58 percent of operators Who reported off-farm income was 
$31,488, while the average income of those Who did not report off-farm income was 
$16,6%. Fifty-three percent of the operators reported zero or negative net farm income. 
F a d y  income for specialized fruit farms averaged $41,228, with the distribution between 
sources as follows: off-farm, 62 percent; farm operations, 11 percent; and other sources, 
27 percent. 

FIGURE 3.6 
AVERAGE INCOME FOR FARMS WlTH 

1985 
FRUIT SALES 51% OF TOTAL SALES 

Net 
Farm 

Off -Fa rm 
lncome 
62% 

OPERATOR INCOME FAM I LY I N CO M E 
)$25,3081 $41,228) 

Source: Statistics Canada, Censuses of Agriculture-Population Linkage Database, 1986. 
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6. Regional Perspective 

From a regional perspective, Ontario is the most important region in Canada for 
the production of both fruits and vegetables (Tables 3.16 and 3.17). In 1989, Ontario's 
vegetable crop had a farm value of $426 million, which accounted for 38 percent of the 
national farm value. The five most important vegetable crops grown in Ontario are 
tomatoes, mushrooms, potatoes, corn and cucumbers which, together, accounted for 
75 percent of the value of vegetable production in the province in 1989. The province's 
fruit crop had a value of $132 million, which was 41 percent of the national fruit crop. 
The fruit crops with the highest values are apples, papes, peaches and strawberries, with 
apples accounting for 32 percent of the provincial total and the other three crops making 
up another 53 percent. 

Atlantic Canada ranks second in vegetable production, accounting for 22 percent 
of the national farm value for vegetables because of the overwhelming importance of its 
potato crop, which accounted for $230 million (93 percent) of the $248 million farm value 
of production of all vegetables grown in the region. Blueberries, with a farm value of 
$15 million, are the most valuable fruit crop; followed by apples, with a value of 
$10 million; and strawberries, with a value of $9 million. 

Quebec is third in importance in terms of the value of both fruit and vegetable 
production. The province's vegetable crops had a farm value of $188 million and 
represent 17 percent of national production. Potatoes, corn, lettuce and carrots are the 
most important crops, with potatoes having a value of $63 million in 1989 and the other 
three crops each having a value of about $16 million. The province's reported fruit 
harvest, which covers apples, strawberries, blueberries and raspberries, had a farm value 
of $51 million. Farm values of production ranged from a high of $22 million for apples 
to a low of $4.5 million for raspberries. 

British Columbia is fifth in value of vegetable production, but second in fruit 
production. The province's vegetable crops had a farm value of $106 million in 1989 and 
accounted for 9 percent of Canadian production. Mushrooms, potatoes, tomatoes, 
cucumbers and lettuce are the five largest crops, with the farm value of these crops 
ranging from $5 million for lettuce to $38 million for mushrooms. Fruit production had 
a farm value of $102 million, with the most important crops being apples, raspberries, 
cranberries and blueberries. 

The Prairies ranked fourth in value of vegetable production and while some local 
production of berry crops occurs in the Prairies, no fruit production is reported for the 
region by Statistics Canada. The vegetable crop had a farm value of $139 million in 1989. 
Potatoes are the most important crop, accounting for $96 million, and mushrooms are the 
second largest crop, with a farm value of $28 million. 
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Vegetables 
Potatoes 
Mushrooms 
Tomatoes* 
corn 
Cucumbers* 
carrots 
Cabbage 
Onions 
Green Peas 
Leîtuce 
Cauliflower 
Beans 
Rutabagas 
Celery 
Peppers 
Asparagus 
Beets 
Radishes 

Atlantic 

229.5 

2.8 
1.5 
0.4 
3.6 
3.4 
- 
- 
1.0 
1.2 

4.1 
- 

- 
- 
0.4 - 

Table 3.16 

REGIONAL FARM VALUES FOR 1989 
VEGETABLES 

($ W o n )  

Brussels sprouts** - 
Broccoli** - 
Spinach - 
Parsnips 0.2 

Quebec Ontario 

63.4 

12.7 
16.6 
7.5 

15.4 
14.4 
6.0 
5.8 

15.5 
6.0 
7.8 
3.9 
5.4 
3.4 
1.3 
1.5 
1.2 

- 

- 
- 
0.6 
- 

rotai 248.1 188.4 

41.8 
85.4 

116.6 
41.1 
32.8 
17.0 
11.0 
19.6 
11.6 
3.7 
9.7 
6.1 
5.7 
5.5 
7.1 
5.7 
2.3 
1.7 

- 
1.2 
0.6 
- 

425.2 

Prairies 

%.3 
27.6 
0.8 
2.7 
0.7 
3.8 
1.9 
2.5 
- 
- 
0.4 

0.9 
0.5 

o. 1 
0.2 

- 

- 

- 
- 
- 
- 
0.4 
- 

138.8 

British Combined 
Columbia Repions Canada 

21.0 
37.7 
8.2 
4.2 
5.5 
4.5 
3.1 
2.9 
4.1 
5.2 
3.3 
1.8 
0.9 
1.9 
0.3 
0.4 
0.4 
0.5 - 
- 
0.2 
0.3 
- 

106.4 

452.0 
159.0 
141.0 
66.1 
52.5 
44.4 
33.8 
31.0 
28.1 
254 
20.5 
17.5 
15.5 
13.2 
10.8 
7.5 
4.8 
3.4 
2.6 
2 2  
2.0 
1.5 

1,1M.8* * 

* Includes greenhouse. 
** Processing crops only. No regionai detail is available and thus the sum of row totais 

is greater than the sum of column totais. 

1. Combined regions include Atlantic Canada and Quebec. 
2. Combined greenhouse production for Atlantic Canada and the Prairies. 
3. Combined regions include Atlantic Canada and the Prairies. 

Totais may not add due to rounding. 

Source: Statistics Canada CANSIM farm value data, 
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Fruits 

Sîrawberries 
Blueberries 
Raspbemes 
Grapes 
Peaches 
Cranberries 
Pears 
Cherries 
Plums and Prunes 

APPles 

Total 

Table 3.17 

REGIONAL FARM VALUES FOR 1989l 
FRUITS 

($ million) 

Atlantic 

10.2 
8.7 

14.9 
0.4 
o. 1 

0.4 
0.5 

o. 1 

35.3 

- 

- 

Ouebec 

22.0 
15.8 
9.0 
4.5 
- 

- 

51.3 

Ontario 

42.6 
19.8 
1.7 
4.4 

26.2 
23.1 

5.9 
6.0 
1.8 

131.5 

British Columbia 

33.1 
4.8 

10.4 
23.0 
3.6 
3.7 

15.1 
2.7 
4.9 
0.6 

101.9 

1. No fruit production is reported for the Prairies by Statiçtics Canada. 

Totais May not add due to rounding. 

Source: Statistics Canada CANSIM farm value data. 

Canada 

107.9 
49.2 
36.0 
322 
29.9 
26.8 
15.5 
9.2 

10.9 
2.6 

320.2 

7. Summary of Market Performance 

The data in Table 3.18 set out indicators of consumer demand and producer 
performance for 22 vegetables and 10 fruits during the 1980s. For vegetables, consumer 
demand increased on a p e r  capita basis for 15 commodities. Particularly strong increases 
were observed for broccoli, asparagus, peppers and caulifiower. Among these same 
15 commodities, growers increased or maintained their domestic market share for 
8 commodities (broccoli, peppers, asparagus, mushrooms, Brussels sprouts, corn, radishes 
and lettuce), For markets not experiencing a gain in p e r  cupita consumption, growers' 
domestic market share increased for 3 vegetable crops (tomatoes, cabbages and parsnips). 
The commodities which achieved the "ideal" combination of an increase in production, 
domestic market share and exports relative to production were peppers, mushrooms, 
Brussels sprouts and tomatoes. 

For fruits, consumer demand increased on a p u  cupita basis for 8 of the 
10 commodities. Particularly strong increases took place for blueberries and raspberries. 
Among the 8 commodities, growers increased or maintained their domestic market share 
for blueberries and cranberries. OnIy for blueberries, however, was the ideal 
combination of an increase in production, domestic market share and export share 
achieved. 



Table 3.18 

SUMMARY OF MARKET PERFORMANCE, 198084 TO 198588 
THIRTY-TWO VEGETABLES AND FRUITS 

Vegetables 
Broccoli 

Peppers* Cau iflower Açparaaus 
3:lkOlnS 
Cucumbers 
Brussels Sprouts 
carrots 
corn 
Onions 
Radishes* 
Potatoes 
Celery 
Lettuce 
Tomatoes 
Beans 
Cabbage Rutabar Green eas 
Parsnips 
Beets 

Fruits 
Blueberries 
Raspberries 
Cranberries 
Strawberries 
Pears 

Plums & Prunes 
Peaches 
Cherries 

2!Z 

Per Capifn 
Consumption 

% -  
Q=s 

40.8 
28.8 
23.4 
22.6 
16.1 
13.3 
10.1 
7.1 
5.6 
5.1 
3.6 
3.4 
2.2 
2.0 
0.2 

15.2 

19.8) 

22.9 
20.0 
18.8 
16.2 
7.7 
7.1 
6.2 
5.7 

(3.0) 
(6.7) 

Volume of 
Production 

% 
ChanTe 

62 
53 

50 
O 

40 
9 

33 
3 
5 
O 

25 
9 
3 

14 
12 

(2) 

(6) 

(14) 

(20) 

($1 
O 

32 
50 
43 
10 

(7 (1 5 

(14) 

O 
21 

Percentape Point Change 
Volume of Volume of 

Domestic 
Market 

ExPo& 
as 96 of =P* 

a8 % of 
Pmduc tion Production - S h '  

O 
4 

(.g 
O 
2 
1 

2s 

8 2 
O a 1 
5 
3 

1 
O 
O 

5 
17 

O 
1 
O 

19 
O 
O 
1 

(8) 

(10) 

8 2 

4 

1 
(5) 

* Covers 1982-84 to 1985-88. 

1. See Table 3.1 for the farm value of crops. 

Source: The Tribunal's Fresh Fruit and Vegetable Profiles and Chapter In product tables. 

8. Industry in Perspective 

Table 3.19 presents key market data for the Canadian and U.S. fresh fruit and 
vegetable industries for the period 1980-88. The data cover the 32 fresh fruits and 
vegetables which were profiied earlier in this chapter. Over the years 1980-88, cash 
receipts earned on fresh production in Canada grew at a faster compound annual rate 
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than was the case in the United States. Similarly, the growth of Canadian consumption 
and exports of fresh fruits and vegetables, in current dollars, outpaced the growth of U.S. 
consumption and exports. The value of Canadian imports increased at a slower rate than 
the value of U.S. imports. 

The cash receipt data in Table 3.19 show that the Canadian horticulture industry 
is about 9 percent the size of the U.S. industry. The data also indicate that Canadian 
growers supplied 52 percent of the value of the fresh fruits and vegetables consumed in 
Canada, while U.S. producers supplied 93 percent of the value of the produce consumed 
in the United States. 

Table 3.19 

FRESH FRUIT AND VEGETABLE INDUSTRY 
CANADA - U.S. COMPARISONS 

THIRïY-TWO CROPS GROWN IN CANADA’ 

- 1980 

Cash Receipts (CAN$ million) 
Canada 799 
United States 10,139 

CanadNnited States (%) 8 

Im orts (CAN$ million) 
&nada 542 
United States 479 

CanadNnited States (%) 113 

Ex orts (CAN$ million) 
&nada 
United States 

CanadNnited States (%) 

106 
618 

17 

Apparent Consumption (CAN$ million) 
Canada 1,235 
United States 10,Ooo 

Canaddni ted  States (%) 12 

Canada 44 
United States 5 

Ratio of Imports to Consumption (X) 

- 1983 

992 
11,557 

9 

825 
758 
109 

149 
713 
21 

1,668 
11,602 

14 

49 
7 

- 1986 1988 

1,175 1,317 
14,314 14,789 

8 9 

957 1,034 
1,270 1,099 

75 94 

170 213 
754 992 
23 21 

1,%2 2,138 
14,829 14,896 

13 14 

49 48 
9 7 

Compound 
Annual 
Gl-Owth 

Rate 
1980-88 

(%) 

6.4 
4.8 
1.5 

8.4 
10.9 
(2.3) 

9.1 
6.1 
2.9 

7.1 
5.1 
1.9 

1.2 
5.5 

1. Data cover the 32 fruits and vegetables profiled earlier in this chapter. 

Source: Statistics Canada, No. 21-603e and import and export commodity detail. 
U.S. Department of Commerce, USDA, (published and unpublished data). 

Table 3.20 extends the coverage of the Canadian and U.S. key market information 
to include all fruits and vegetables grown in, exported from or imported into Canada or 
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the United States. Again in this case, Canadian production, consumption and exports 
grew at a faster Pace than in the United States. &O, the value of Canadian imports 
increased at a slower rate than the value of U.S. imports. 

On the basis of the broader commodity coverage provided in Table 3.20, the size 
of the Canadian industry is about 6 percent of the U.S. industry. Also, the market share 
of domestic producers is lower. Canadian growers supplied 39 percent of the value of 
the fresh fruit and vegetable consumption in Canada and U.S. producers supplied 
89 percent of the value of consumption in the United States. 

Table 3.20 

FRESH FRUIT AND VEGETABLE INDUSTRY 
CANADA - U.S. COMPARISONS' 

- - - -  1980 1983 1986 1988 

Cash Receipts (CAN$ m o n )  
Canada 799 992 1,175 1,317 
United States 15,592 17,156 21,690 22,683 

Canadmnited States (%) 5 6 5 6 

Canada 889 1,191 1,561 1,702 
United States 1,097 1,665 2,670 2,521 

Imports (CAN$ d o n )  

Canadmnited States (%) 81 72 58 68 

Exports (CAN$ million) 
Canada 118 172 200 221 
United States 1,126 1,291 1,399 1,558 

Canadmnited States (%) 10 13 14 14 
Apparent Consumption 
(CAN$ miiiion) 

Canada 1,570 2,011 2,536 2,798 
United States 15,563 17,530 22,961 23,646 

Canadmnited States (%) 10 11 11 12 

United States 7 9 12 11 

Ratio of Imports to Consumption (%O) 
Canada 57 59 62 61 

Compound 
Annual 
Growth 

Rate 
1980-88 

(%) 

6.4 
4.8 
1.6 

8.5 
11.0 
(2.3) 

8.2 
4.1 
3.9 

7.5 
5.4 
2.0 

0.9 
5.3 

1. Data covers all crops including those not grown in Canada. 

Source: Statistics Canada Cat. Nos. 21-603e, 65-202 and 65-203. U.S. Department of 
Commerce, USDA, (published and unpublished data) and The Almanac of 
the Canning, Freezing and Preservinc Industry. 
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Table 3.21 and Figure 3.7 present Canada's trade balance for the 32 fresh fruits 
and vegetables which were profiled earlier. 

Table 3.21 

FRESH FRUIT AND VEGETABLE INDUSTRY 
THIRTY-TWO CROPS GROWN IN CANADA' 

TRADE STATISTICS 

Fruits 
4 0 4 8  

2 3 4 2 7 5  Imporis 
Trade Balance (194) (227) 
Fxpoh 

Vegeîables 
ExPoh 6 6 8 4  
im-ports 3 0 8 4 0 6  
Trade Balance (242) (322) 

106 132 
542 681 Imports 

TradeBalance (436) (%) 

ExPh 

(CAN$ million) 

- 1983 

55 
33 1 
(276) 

94 
494 
(3) 

149 
825 
(676) 

- 1985 

47 
376 
(329) 

96 
489 
(393) 

143 
865 
6% 

1. Data covers the 32 fruits and vegetables profiled earlier in this chapter. 

Source: Statistics Canada import and export commodity detail. 

Compound Annual 

GlVwth 
Rate 

1986 1987 1988 1989 1980-89 - -  
(%) 

66 69 84 52 3.0 
416 430 2 
(350) (361) (%) (E) 7.9 

104 112 129 134 8.2 
583 662 - 8.9 

(%) (E) (454) (528) 9.1 

170 181 213 186 6.4 
957 ?,O26 lj& g 
(787) (Sas) (821) (913) 8.6 

Over the decade, the trade balance was negative for both fresh fruits and 
vegetables, with the combined deficit increasing at a compound annual growth rate of 
8.6 percent. The trade deficit for fruits was smaller and grew at a slightly slower rate 
than the deficit for vegetables. Fruit exports expanded at a rate of 3 percent over the 
19&, while fruit imports grew at a rate of 7.2 percent. Grapes and apples averaged over 
60 percent of the annual value of imports, while apples and raspbernes accounted for 
over 80 percent of the annual value of exports. 

The trade deficit for vegetables was over $0.5 billion in 1989, having increased at 
a rate of 9.1 percent over the decade. Vegetable imports increased at a slightly faster rate 
than exports. During the 1 9 8 0 ~ ~  tomatoes, lettuce, potatoes (including seed potatoes), 
peppers and celery accounted for almost two-thirds of the annual value of imports, while 
fresh and seed potatoes averaged just over two-thirds of the annual value of exports. 
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FIGURE 3.7 
C AN AD I AN T RADE STAT I ST I CS 

Fresh Fruits and Vegetables 

$ million 
1500 

1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 

Exports lmports 1 Trade Balance 

Source: Statistics Canada, Export and import Commodity Detail. 

Table 3.22 presents Canada’s trade balance for all fresh fruits and vegetables 
imported into and exported from the country. The trade deficit for all commodities is 
about 70 percent larger than it is for just the 32 commodities grown in Canada, with 
imports of citrus fruits and bananas being mainly responsible for the difference. 

59 



Table 3.22 

Fruits 
Exports 
Irnports 
Trade Balance 

Vegetablee 

Imports 
Trade Balance 

&Ports 

rotal Indus* 
Exports 
Imports 
Trade Balance 

FRESH FRUIT AND VEGETABLE INDUSTRY 
ALL CROPS TRADE STATISTICS' 

43 55 68 63 52 58 75 81 86 55 2.8 
540 622 709 706 7% 852 954 976 l.oa7 1,030 -4 
(497) (567) (a) (643) (744) (794) (s) (a) (961) (975) 7.8 

75 92 103 109 129 115 125 136 135 141 7.3 
~~ ~ _ _  

349 456 453 485 546 549 607 665 655 729 - 8.5 
(274) (364) (350) (376) (417) (z) (482) (529) (%) (588) 8.9 

118 147 171 172 181 173 nx) 217 221 1% 5.8 

(ni) (931) (991) (1,019) (1,161) (1,228) (1,361) (1,424) (1,481) (1,543) 8.2 
8 8 9 - . 0 7 8 1 , 1 6 s l 3 l ~ 2 1 , 4 0 1 ~ 1 , 6 1 1 1 . 7 0 2 1 , 7 5 9  

. Data covers al1 crops including those not grown in Canada. 

iource: Statistics Canada, Cat. Nos. 65-202 and 65-n)3. 



CHAPTER IV 

PROCESSED FRUIT AND VEGETABLE INDUSTRY OVERVIEW 

1. Introduction 

This chapter profiles the domestic processed fruit and vegetable industry over the 
1980s and complements the fresh fruit and vegetable industry profile contained in 
Chapter III of this report. The processing industry is an important and dynamic segment 
of Canada's horticultural industry. In 1989, the industry made domestic shipments valued 
at $3.3 billion (more than double the farm-gate value of fresh production) and had 
exports of an additiond $315 million. Industry employment, one-half of which is located 
in Ontario, stood at nearly 18,000 in 1988. 

This overview looks at the major industry performance indicators over the decade 
and, where possible, provides data at the regional level. For the most part, the data were 
derived from Statistics Canada published documents. In view of the high degree of 
ownership concentration in the processing industry, much of the detailed information has 
had to be summarized, particularly at the regional level, in order to protect 
confidentiality . 

The first section of this overview look at the structure of the domestic processing 
industry with respect to its size and location of establishments. 

The second section reviews the domestic market dynamics with respect to 
industry shipments, both for domestic consumption and for exports, and the role played 
by imports in the Canadian marketplace. The concluding sections review key processing 
industry performance indicators and rationalization as well as comparing market 
performance indicators between Canada and the United States. 
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2. Industry Structure 

The domestic processing industry is comprised of both canners (including 
preservers) and freezers. Statistics Canada classifies the former group under the Standard 
Industrial Classification (SIC) 1031, and the latter group under SIC 1032, for those 
companies whose major activity is the processing of fruits and vegetables. This 
important sector of the food industry produces a wide array of processed goods, 
including such major commodity lines as canned tomatoes, corn and peas; bottled pickles 
and relishes; apple and tomato juices; and frozen goods such as french fries, peas, beans 
and corn. The industry also uses fruits and vegetables in the secondary processing of 
produds such as soups, sauces and syrups. 

For the most part, the processing industry is located close to Canada's major 
hortidture growing areas. Ontario, which accounts for more than half of industry 
shipments, has processing fadties located primarily in the southwestern part of the 
province (London and Windsor regions) as well as the Niagara fruit belt and the Toronto 
area. In Quebec, the bulk of the industry is near Montréal and, similarly, in Manitoba, 
near Winnipeg. In British Columbia, the industry is centered around the growing areas 
of the Fraser Valley and the Okanagan Valley as well as Vancouver. In the Atlantic 
region, potato processing occurs in Prince Edward Island, and along the St. John River 
in New Brunswick, while fruit is processed in the Annapolis Valley, Nova Scotia. 

In 1988, a total of 227 establishments (plants) were actively engaged in the 
processing of fruits and vegetables in Canada, of which 190 (84 percent) were Canning 
operations and the remaining 37 (16 percent) were devoted to freezing. Table 4.1 
presents a breakdown of processing establishments by region and reveals that the total 
number of establishments in Canada has been relatively stable since the beginning of the 
decade. Exits from the industry have occurred aimost exclusively in Ontario, which 
accounted for 41 percent of the operating establishments in 1987. The decline in 
processing facilities in Ontario has been marginally offset by the introduction of 
additional facilities in Quebec over the period. For the remaining regions, the total 
number of establishments has been relatively stable. Section 6 of this chapter outlines 
recent industry restruchuing in the form of mergers, capital investment and plant 
closures. 

I 
Table 4.1 

PROCESSING ESTABLISHMENTS BY REGION 

British - Year Atlantic Quebec @J Ontario Prairies @J Columbia @J Canada 

1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 

108 
103 
103 
% 
99 
95 
92 
87 ___ 

13 (6) 33 
14 O 
14 O 
13 (6) 29 
13 (6) 
15 (7) 
13 (6) 34 
12 (6) 35 

25 
25 

32 
32 

232 
214 
214 
217 
224 
222 
222 
214 
227 

N.A. = Not applicable. 

Source: Sîatistics Canada, Cat. No. 31-2û3. 
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Table 4.2 reports the number of processing establishments by employment size 
groupings. Smaller establishments, with less than 50 employees, represent two-thirds of 
the total number of establishments and it is within this group that the greatest 
year-to-year movement occurs, perhaps refleding the vulnerability of the smaller 
establishments in their ability to respond to wide swings in crop production and yields. 

- Year 

1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 

Table 4.2 

DISTRIBUTION OF PROCESSING ESTABLISHMENTS 
BY EMPLOYMENT S U E  GROWING 

- Canning and Freezing - 
- 1-19 
- -  C* F** 

% 11 
77 8 
76 9 
87 12 
92 11 
91 10 
88 12 
83 Il 
--- --- 

42 4 2 4  9 2 3  2 14 7 
45 8 21 9 21 4 14 7 
50 6 18 9 21 4 12 8 
41 4 21 10 18 5 12 7 
41 7 2 s  7 17 5 13 6 
42 5 21 8 2 0  5 13 7 
45 6 21 8 2 0  3 11 8 
42 6 u )  7 18 6 15 6 
--- -_- _-_ --- - - N.A. --- 

* C = Canning. 
** F = Freezing. 

N.A. = Not applicable. 

Source: Statistics Canada, Cat. No. 31-203. 

- Total 
- C* - F** 

199 33 
178 36 
177 36 
179 38 
188 36 
187 35 
185 37 
178 36 
190 37 

Of the 178 Canning operations reporting in 1987,53 establishments had 50 or more 
employees, with only 9 of these establishments located in regions other than Ontario and 
Quebec. OnIy 2 Canning establishments, both of which were located in Ontario, had 
more than 500 employees. The number of frozen fruit and vegetable processors in the 
medium to large size employment range (over 50) is proportionately larger than for 
Canning operations. In 1987,19 of the 36 freezing establishments fell into this category; 
however, these operations tended to be more regiondy dispersed as only 8 of the larger 
operations were in Ontario and Quebec. 

Most establishments are small, Canadian-owned companies, many of which 
operate on a seasonal basis. However, the majority of shipments are accounted for by 
a small number of companies, several of which have manufaduring facilities in more 
than one region of the country. Canning operations, with the bulk of shipments made 
by multinationals, are dominated by companies such as Heinz, Piiisbury, Campbell Soup 
and Nabisco Who market their products under nationally advertised brand names. The 
frozen food sector, which is even more highly concentrated, tends to have greater 
Canadian ownership and is dominated by companies such as McCain Foods, Cavendish 
Farms, Les Aliments Carrière and Omstead Foods (acquired by Heinz in 1991). 
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3. Domestic Market 

(a) Shipments 

Domestic shipments of processed fruits and vegetables are reported in Table 4.3, 
by value. The data, which include shipments for domestic consumption as well as for 
export, indicate that the value of shipments more than doubled over the period, with the 
largest gains occurring in the first half of the decade. 

Year 

1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 

Table 4.3 

PROCESSED FRUITS AND VEGETABLES 

Total Shipments 
($000) 

% Change from 
Value Previous Period 

1,485,106 
1,887,754 27 
2/21 0,925 17 
2,094,921 (5) 
2,363,247 13 
2,787,749 18 
2,997,960 8 
3,277,968 9 
3,444’1 36 5 
3,601,696 5 

PPI* 
(1981 =100) 

Canned Fruits Frozen Fruits 
and Veaetables and Veaetables 

86.6 85.8 
100.0 100.0 
112.6 109.8 
117.0 112.1 
121.7 118.4 
125.8 121.1 
129.2 121.9 
135.7 127.2 
142.5 134.3 
146.5 141.1 

*IPPI = Industrial Product Price Index. 

Source: Statistics Canada, Cat. Nos. 31-211 and 62-011 and Tribunal estimates. 

Figure 4.1 graphically displays domestic shipments by product categories. 
Preserved vegetables and soups, processed potatoes and juices accounted for about 
70 percent of the total value of processed shipments in 1989, a distribution which 
changed little over the decade. 
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FIGURE 4.1 
SHIPMENTS BY PRODUCT CATEGORY 

PROCESSED FRUITS AND VEGETABLES 
1989 Value 

1 

Frozen Canned 
Fruits Vegetables 

- - - - - - - - _ _ _ _ _ _ _ _  Frozen 

otatoes, Other 
2% 

P 
_ _ _ _ _ _ _ -  - - - -  

65% 

Fruits, Other 

Processed Po tatoes 

Ail Processed Fruits and Vegetables 

Source: Tribunal questionnaires. 

Table 4.4 reports the regional distribution of domestic shipments over the 
four years, 19%-89. The distribution by region remained virtually unchanged throughout 
the period, with Ontario accounting for over one-half of d shipments. As reported in 
Statistics Canada data, shipments originating in Ontario, Quebec and British Columbia 
were diverse in product output, whereas shipments originating in the Atlantic and Prairie 
regions were mainly processed potato products. 

Region 

Atlantic 
Quebec 
Ontario 
Prairies 
British Columbia 

Total Shipmenb 

Table 4.4 

SHIPMENTS BY REGION 

- 1986-89 - 
1986 1987 1988 

% % % 
~ ~ ~ ç h a r e I $ 0 0 0 1 ~  

221,823 7 252,033 8 2%,024 7 
510,638 17 561,495 17 581,764 17 

l,!jSô,4!?î 53 1,754,932 54 1,û68,472 54 
3 % 3 1  13 416299 13 431,033 13 

292,909 2 308,843 9 

2,997,960 100 3,277,968 100 3,444,136 100 

1989 
% 

1$000)& 

Z?9,3% 8 
593,705 16 

1,934,241 54 
489,014 14 
305,346 fi 

3,601,696 2 

Source: Statistia Canada, Cat. No. 31-211 and Tribunal estimates. 
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Prior to CUSTA, imports of most canned and frozen vegetable products were 
subject to an ad valorem duty in the range of 15 percent to 20 percent, whiie most 
processed fruit products were subject to an ad vnlorem rate ranging from 10 percent to 
15 percent. Most imports into Canada of processed fruits and vegetables from 
non-U.S. sources continue to be subject to these MFN rates. However, in accordance 
with CUSTA, tariffs on imports from the United States will decline by 10 percent per year 
until they are reduced to zero on January 1, 1998. 

Table 4.5 shows total imports of processed fruits and vegetables over the 1980s. 
The value of total imports increased sharply in 1981, 1984 and 1988, and by 62 percent 
over the entire decade. 

year 

1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 

~ 

Table 4.5 

PROCESSED FRUITS AND VEGETABLES 
TOTAL IMPORTS 

($000) 

Value 

484,281 - 
576,064 19 

% Change from Previous Period 

575,618 (0) 

545,105 (5) 
656,176 20 

645,123 (2) 
631,145 (2) 
686,053 9 

786,182 1 
774,840 13 

Source: Statistics Canada Imriorts Commoditv Detail and Cat. No. 65-203. 
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Table 4.6 shows the percentage distribution of imports for selected years, by 
product category. Frozen fmits and vegetables and processed potato products accounted 
for the least amount of import activity over the period, whereas juices, mainiy in the 
form of concentrates, accounted for the largest import category. Imports of canned 
products, as a percentage of total value, showed a steady downward trend over the 
decade. 

~~- 

Table 4.6 

DISTRIBUTION OF TOTAL IMPORTS 

- Selected Years (%) - 
- 1980 - 1983 - 1986 - 1989 

Canned Fruits and Vegetables 32 27 25 23 
Frozen Fruits and Vegetables 5 4 4 6 
Juices' 36 39 38 38 
Processed Vegetables, Othe? 7 11 12 13 
Processed Fruits, Othe? 17 18 17 18 

2 
100 Total Imports 
- Processed Potatoes4 - 2 - 2 - 2 

- 100 - 100 - 100 - 
1. 
2. 
3. 

Includes fruit and vegetable juices. 
Includes dried vegetables, soups, pickles, relishes and vegetable sauces. 
Includes canned pie fiilings, jams, jellies, marmaiades, dried fruits and other 
fruit preservations. 
Includes frozen potatoes, potato chips and other processed potatoes. 4. 

Total imports may not add to 100 percent due to rounding. 

Source: Statistics Canada Imports Commodity Detail and Cat. No. 65203. 
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Imports by principal country of export, in value, are shown in Figure 4.2. The 
United States is by far the largest source of processed imports at 45 percent of the total 
value, down 8 points of share since 1980. Brazilian produds have made the largest gain, 
up 5 points of share over the decade. While five countries account for 71 percent of the 
imports of 1989, the remaining 29 percent is dispersed among more than 75 countries, 
none of which individualiy represent more than 2 percent of the totai value. 

FIGURE 4.2 
CANADIAN IMPORTS BY PRINCIPAL COUNTRY 

PROCESSED FRUITS AND VEGETABLES 

Selected Countries by Value 

- 1980 - - 1989  - 
United 

States 45% 

Unit 
States 

g h l n a  paln 8% % 

Australia 7% 

r a z i i  8% 
Australia 5% 

Others  26% 

Total lmports $484 million Total lmports = $786 million 

Source: Statistics Canada, Cat. 65-203. 
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Exports of processed fruits and vegetables, in value, for the period 1980 through 
1989, are shown in Table 4.7. Total exports grew at fairly steady annual rates and more 
than doubled in value over the 10-year period. Frozen vegetables and frozen potato 
products recorded the largest percentage increases over the period. Exports of canned 
fruits and vegetables and juices have decreased in percentage terms, whereas frozen 
fruits and vegetables and processed potato products have increased. Throughout the 
decade, exports represented a relatively constant percentage of the total value of domestic 
shipments (about 9 percent). 

- Year 

1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 

Table 4.7 

PROCESSED FRUITS AND VEGETABLES 
TOTAL EXPORTS 

($000) 

Value 

143,274 10 
161,467 9 
172,409 8 
168,981 8 
183,717 8 
195,111 7 
229,432 8 
269,515 8 
301,334 9 
314,667 9 

% Share of Industrv Shbments 

Source: Statistics Canada Export Commoditv Detail and Cat. No. 65-202. 

Figure4.3 shows the destination of Canadian processed fruit and vegetable 
exports. Exports to the United States, which accounted for one-half of the total exports 
of 1989, increased considerably over the 10-year period, from a 20 percent share in 1980 
to a 44 percent share in 1985. Sigruficant export gains were also recorded for Japan and 
Belgium/Luxembourg, while exports to the United Kingdom and West Germany were 
down sharply from 1980 values. 
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FIGURE 4.3 
CANADIAN EXPORTS BY PRINCIPAL COUNTRY ' 

PROCESSED FRUITS AND VEGETABLES 
Selected Countries by Value 

- 1980- - 1989 - 
Uni ted 

Austral ia 5% 

etheriands 6% 

Germany 12% 

Others 24% 

Total Exports = $143 million Total Exports $315 million 

Source: Statistlcs Canada, Cat. 65-202. 

4. Apparent Market 

In the main, the market figures have been developed from Statistics Canada 
published information. However, shipment data subsequent to 1986 have not been 
published and, accordingly, the Tribunal has collected the necessary data directly from 
a sampling of the industry via questionnaires. 

In addition, import statistics are reported by Statistics Canada on a free-on-board 
basis (f.0.b.) and are therefore valued at the point of direct shipment to Canada. 
Domestic shipment data, however, are reported on the basis of net selling value. In 
order to have import values that are comparable to shipment values, the f.0.b. imporî 
values have been infiated by 25 percent to reflect such costs as freight, insurance and 
duties. This factor was calculated from Statistics Canada input-output data. 
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Table 4.8 provides details on the total Canadian market. With the exception of 
1983, the market for processed fruits and vegetables has shown steady year-over-year 
growth throughout the decade. Over the lû-year period, domestic producers 
strengthened their position in the marketplace, gaining 8 points of market share from 
import competition. 

1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 

Table 4.8 

APPARENT CANADIAN MARKET 
PROCESSED FRUITS AND VEGETABLES - TOTAL 

Domestic 
Shioments 

(net of exporîs) 

1,341,832 
1,726,287 
2,038,516 
1,925,940 
2,179,530 
2,592,638 
2,768,528 
3,008,452 
3,142,801 
3,287,029 

% 
Share 

69 
71 
74 
74 
73 
76 
78 
78 
76 
77 

($000) 

Importsl 

605,352 
720,080 
719,523 
681381 
820,2u) 
806,404 
788,931 
857,566 
=,550 
982,728 

% 
Share 

31 
29 
26 
26 
27 
24 
22 
22 
24 
23 

Market 

1,947,184 
2,446,367 
2,758,039 
2,607321 
2,999,750 
3,399,042 
3,557,459 
3,866,018 
4,111,351 
4,269,757 

Market 
Index 

(1981= 100) 

80 
100 
113 
107 
123 
139 
145 
158 
168 
175 

1. CIF (cost insurance freight) values have been calculated by advancing Statisticç Canada 
f.0.b. values by 25 percent. The advance has been derived from Statistics Canada 
inpuîjoutput data. 

Source: Statistics Canada Commodity Detail Cat. Nos. 31-211,65-202 and 65-203 and Tribunal 
estimates. 
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The apparent Canadian market, aggregated into six product category groupings, 
is shown graphically in Figure 4.4. Although the value of all market categories has 
increased over the decade, canned products have exhibited the least compound annual 
growth, about 5 percent. On the other hand, frozen fruits and vegetables and processed 
potato produds have shown the largest gains, with compound annual growth rates of 
14 percent. 

FIGURE 4.4 
APPARENT CANADIAN MARKET 

In Value, by Product Category 
Compound Annual Growth Rates 1980-89 

Canned Fruits and 
Ve g e t a b I es 

Frozen Fruits and 
Vegetables 

Juices 

Other Processed 
Ve g e t a bl es 

Other Processed 
Fruits 

P ro cessed Pot atoes 

O 2 4 6 8 10 12 14 16 
(Percent) 

Source: Statiçtics Canada, Cat. 31-211, 65-202 and 65-203. 
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5. Industry Performance 

(a) Financial 

Sales and profits recorded by the processing industry made steady gains 
throughout the period 1980-87, as presented in Table 4.9. Sales increased by 68 percent 
over the eight years while gross and net profits more than doubled. 

Table 4.9 

PROCESSED FRUIT AND VEGETABLE INDUSTRY* 
SALES AND PROFITS 

- 1980 1981 1982 1983 1984 1985 1986 1987 

Sales 
$ million 1,816.4 2,071.3 2,290.4 2,298.3 2,479.8 2,841.2 2,959.5 3,055.7 
% change 14 11 O 8 15 4 3 

Gross Profits 
(% of sales) 
!§ million 381.6 457.7 548.8 562.4 619.3 718.0 819.4 862.3 
% change 20 20 2 10 16 14 5 

Net Profits 
(% of sales) 
$ million 54.4 69.2 94.4 100.3 123.5 101.7 136.7 147.0 
% change 27 36 6 23 (18) 34 8 

* The industry is defined by the 1960 industrial classification, SIC 112. 

Source: Statistics Canada, Cat. No. 61-207. 
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The processed fruit and vegetable industry compares favourably, in terms of profit 
performance, with both the total food and beverage industry and total manufacturing 
(both of which include processed fruits and vegetables). As reported in Table 4.10, the 
processing industry, in most years after 1981, generally outperformed the other two 
industries on all three profitability indicators. 

1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 

Table 4.10 

PROFITABILITY RATIOS 

- Selected Industries - 
Net Profit to Sales Net Profit to Assets 
-- F&V* F&B** Mff"'* F&V* F&B** Mfg*** 

3.0 2.6 4.9 5.0 5.7 6.6 
3.3 2.3 4.2 5.7 5.2 5.4 
4.1 2.6 3.4 6.6 5.3 1.7 
4.4 3.0 2.5 7.4 6.3 3.3 
5.0 2.7 4.1 8.3 5.4 5.5 
3.6 2.5 3.2 5.9 4.7 4.2 
4.6 3.1 4.4 8.0 5.6 5.6 
4.8 3.7 4.6 8.6 6.5 5.6 

Net Profit to Eauitv 
-- F&V* F&B** Mfg*** 

11.2 14.2 14.9 
13.0 13.7 13.2 
14.6 14.7 4.2 
15.8 16.7 7.9 
18.4 14.4 12.7 
12.9 11.3 9.6 
18.2 13.2 12.3 
20.0 16.1 124 

*F&V = The Fruit and Vegetable Industry as defined by the 196û industrial classification, 

**F&B = The Food and Beverage Industry. 
***Mfg = Total Manufacturing. 

Source: 

SIC 112. 

Statistics Canada, Cat. No. 61-207. 
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(b) Employment and Earnings 

Processed fruit and vegetable industry employment, both hourly and salaried, is 
presented in Table 4.11. Total national employment in the industry has been very steady 
over the period 1980 through 1988, averaging 17,400 employees annually. However, on 
a regional basis, employment levels have varied, increasing in Quebec and the Prairies, 
but decreasing in British Columbia. In 1987, employment levels in the Atlantic region 
and in Ontario were virtually unchanged from the levels reported in 1980. 

Table 4.11 

PROCESSED FRUIT AND VEGETABLE INDUSTRY 
EMPLOYMENT BY REGION 

1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 

- Hourly and Salaried - 
British 

Atlantic* % Quebec % Prairies** % Columbia 

3,003 17 2338 
2,929 17 2,261 
2,956 17 2,352 
2,758 16 2,481 
3,201 18 2,719 
3,172 18 2,724 
3,053 18 2,706 
2,941 17 2,964 

14 9,241 
13 9,005 
14 8,893 
15 8,806 
15 9,270 
16 8,772 
16 8,739 
17 9,141 

NA. --- .--_______-___-_ 

53 816 5 1,972 Il 
52 1,152 7 1,895 11 
52 1,037 6 1806 11 
52 1,058 6 1,693 10 
52 878 5 1,660 9 
51 958 6 1,652 10 
51 1,066 6 1,506 9 
52 1,122 6 1,534 9 

Canada 

17,570 100 
17,242 100 
17,044 100 
16,796 100 
17,728 100 
17,278 100 
17,070 100 
17,702 100 
17,824 100 

*,Atlantic includes Saskatchewan and Alberta SIC 1032 (frozen) for 1980, 1981, 1982 and 1984, in order to proted 
confiden tiality. 

N.A. = Not applicable. 

Source: Sîatistics Canada, Cat. No. 31-a)3. 
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Average hourly earnings in the processed fruit and vegetable industry increased 
by 69 percent over the decade. However, in absolute terms, hourly earnings for the 
processing industry have lagged behind both the food and beverage industry and total 
manufacturing, and the earning gap is increasing, as reflected in Figure 4.5. In 1980, 
earnings in the processed fruit and vegetable industry were $0.90 per hour less than in 
the food and beverage industry and $1.40 per hour less than in total manufacturing. By 
1989, the gap had increased to $1.70 per hour and $2.70 per hour, respectively. While the 
gap has been widening in absolute terms, average annual increases in hourly earnings 
in the processed fruit and vegetable industry have been identical to the food and 
beverage industry at 6.7 percent over the 10 years, and slightly less than the average 
annual increase of 7 percent recorded by total manufacturing. 

16.00 

14.00 

12.00 

10.00 

FIGURE 4.5 
AVERAGE HOURLY EARNINGS 

Ger taines industries 

Beverages 'Processed Frults d 
Ve g e t a b I e s 

6.00 I I I I I I I I 

1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 

Source: Statistfcs Canada, CANSIM. 
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(c) Productivity and Investment 

Productivity for the years 1980 to 1988, defined as gross domestic product in 1981 
constant dollars per production employee, is shown in Table 4.12 for selected industries. 
M e r  1981, productivity for the processed fruit and vegetable industry rose steadily over 
the period. In constant dollars, 1980 employee productivity was $40,400 and by 1988, 
reached $56,900, a compound annual growth rate of 4.4 percent. The increase in 
productivity surpassed that of both the food industry and total manufacturing in the 
years 1986 and 1988 (1987 data are not available). 

h r  

1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987, * * 
1988 

Table 4.12 

INDUSTRY EMPLOYMENT, REAL GDP* AND PRODUCTIVITY** 

- Selected Industries - 
Pmessed Fruit & Veaetable Food Manufacturine 
Production Produc- Production Produc- Production Produc- 

Emplovment GDP tivity Emplovment GDP & Emulovment GDP 

13,145 
12,878 
12,662 
1 2 3  
12,956 
13,115 
12,737 

N.A. 
13,254 

Compound 
Annual 
Growth Rate 
1980-88 (X) 0.1 

-19sl$ooo- -1981$ooo- -lSsl$ooo- 

531,000 
501,300 
514,400 
577,000 
625,500 
615,900 
690,600 
709,600 
msoo 

4.5 

40.4 
38.9 
40.6 
46.1 
48.3 
47.0 
54.2 
N.A. 
56.9 

141,810 
141,953 
136,303 
129,301 
130,114 
135,226 
137,261 

N.A. 
14392 

6,247,500 
6,296,900 
6,292,100 
6,179,600 
6,4603@3 
6W,700 
6,864,700 
7,083,000 
7,206,m 

44.1 
44.4 
46.2 
47.8 
49.7 
50.9 
50.0 
N.A. 
50.2 

1,346,187 
1,337,433 
1,205,859 
1,193,912 
1,240,817 
1,305,159 
1,351,563 

N.A. 
1,474,738 

59,460,700 
61,648,000 
53,702,400 
57,168,700 
64341,600 
68,180500 
68,mm 
72,951m 
77,379m 

44.2 
46.1 
44.5 
47.9 
520 
522 
51.0 
N A  
525 

4.4 0.1 1.8 1.6 1.1 3.3 22 

* Gross domestic product at fa< r cost, by industries. 
**Productivity is defined as gross domestic product per production employee (1981 constant dollars). 
***Employment figures are available only for total industry activity. 

NA. = Not applicable. 

Source: Statistics Canada, Cat. No. 31-a)3 and WWSIM. 

Annual new capital investment' by the processed fruit and vegetable industry 
almost doubled from 1980 to 1989, from $68 million in 1980 to $123 million by 1989. New 
capital investment as a share of total capital expenditures' ranged between 60 percent 
and 70 percent over the 10-year period. As welî, new investment in construction 
remained fairly constant over the decade, while new investment in machinery more than 
doubled during this period. 

1. New capital investment is defined by Statistics Canada as total outiays for 
construction and for the acquisition of producers' machinery and equipment. 
2. Total expenditures include new capital investment and repair expenditures. 
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The compound annual growth rate of new capital investment and total capital 
expenditures for the processed fruit and vegetable industry was less than the rate for 
total manufacturing, but above the rate for the food and beverage industry, as shown 
in Figure 4.6, for the period 1980 to 1989. 

FIGURE 4.6 
EXPENDiTURES FOR SELECTED INDUSTRIES 

Compound Annual Growth Rates 1980-89 

Processed Fruits 8. 
Ve g e t a bl es 

Food 8. Beverages 

Manu f ac t u r ing 

O 2 4 6 8 10 
(Percent) 

m New Capital Total Expenditures 
lnves t men t 

Source: Statistics Canada, Cat. 61-205 and 61-214. 
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6. Processing Industry Rationaikation 

On January 1, 1989, CUSTA took effect. The major purpose of the agreement is 
to remove barriers to trade, whether tariff or non-tariff, between the two countries. The 
agreement was signed near the end of a worldwide period of corporate mergers, 
acquisitions and leveraged buyouts that was altering the structure of many corporations 
and industries. The agreement provided an added stimulus to corporate restructuring 
in North America. Many firrns indicated that in order to compete in the larger market, 
they needed to make structural changes early in the 1û-year period despite the gradual 
phase-out of existing tariffs rather than at the end of the period, when tariffs would be 
eliminated. 

In order to compete in the larger North American market, firms need to achieve 
greater efficiencies in both production and marketing. The resuiting restructuring in the 
fruit and vegetable processing industry has been widespread, including a i i  firm sizes as 
well as both Canadian-owned and multinational firms. While industrial restructuring, 
or rationalization, has taken many forms, the changes may be grouped into three areas: 
mergers and acquisitions, new capital investment and plant closures? 

(a) Mergers and Acquisitions 

For the most part, the significant mergers and acquisitions in the food and 
beverage industry occurred in the three or four-year period preceding CUSTA. 
Corporations Mewed acquisitions and mergers " ... as a good means of introducing new 
produds to corporate lines wMe avoiding the risks associated with launching their own 
new brànds. In addition, they (could) increase a Company's resources whiie riddin it of poorly performing lines, thus placing themselves in a better position to compete. n; 

During this pre-CUSTA period, a number of highly publicized mergers and 
acquisitions took place. With respect to fruit and vegetable processing, the following 
were a few of the more noteworthy actions: 

1985 - 

1987 - Pillsbury Canada Limited acquired Fraser Valley Foods; 

Nabisco Brands Canada acquired Canadian Canners from R.J.R. Nabisco; 

1988 - Hostess Food Products, Canada's largest snack food producer, merged 
Mth Frito Lay; 

- Borden U.S. acquired Humpty Dumpty Canada; and 
Grand Metropolitan of U.K. acquired Pillsbury U.S. - 

(b) New Investments 

Spending on new capital investment projects for the domestic food and beverage 
industry increased in 1990 and 1991, in spite of recessionary pressures. A few of the 
more highly publicized investments by fruit and vegetable processors, which consisted 

3. Information on mergers and acquisitions, new capital investment and plant closures 
is drawn from Agriculture Canada, Food Development Division, quarterly and annual 
newsletters on the Canadian processed food industry. 
4. Agriculture Canada, The Canadian Processed Food Industry, newsletter, 1990. 
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of expenditures on new plant construction or expansion and on new equipment and 
machinery, included: 

1989 

1990 

1991 

(4 

- Pillsbury Canada Limited's investment of $12 million in its six plants; 
H.J. Heinz Co. Ltd.'s investment of $20 million in its Leamington plant; 
Campbell Soup Co.'s capital projects expenditures of $14.5 million; 

Cavendish Farms' upgrade of its New Aman, P.E.I., plant at a cost of 

Nabisco Brands' investment of $2.7 million to increase production in its 

Cadbury Beverages' expansion of its concentrate facilities in Don Mills, 

- 
- 

- 
$30 million; 

Dresden, Ontario, plant; 

Ontario. 

- 

- 

- McCain Foods' new $36 million plant in Carlton, P.E.I. began production; 
Campbell Soup Co.'s investment of $9 million to upgrade and expand 

Pillsbury Canada Limited's capital improvements of $14.5 million; 
Strathroy Foods' $2.65 million expansion to its frozen vegetable processing 

- 
production facilities; 

- 
- 

plant. 

Plant Closures 

Plant closures in the fruit and vegetable processing industry increased sharply in 
1990, but appear to have slowed in 1991. Significant closures which occurred over the 
past three years included: 

1989 - 
1990 - 

Gerber Canada's plans to cease baby food production in Niagara Falls; 

Cobi Foods' closure of its multi-line Whitby and Bloomfield, Ontario, 
plants; 

- Campbell Soup Co.'s closure of its Portage La Prairie soup plant; 
Hunt-Wesson's closure of its Tilbury tomato Canning plant; 
H.J. Heinz Co. Ltd.'s plans to close its Leamington picMe production line 

- 
- 

in 1991; and 
Nabisco Brands Canada's closure of its tomato processing plant in 
Leamington, Ontario. 

Nabisco Brands Canada's closure of its 109 year old Simcoe, Ontario, plant; 

Ontario. 

- 
, 

1991 - 
- Olinda Foods' closure of its tomato processing operation in Ruthven, 
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7. Industry in Perspective 

Table 4.13 compares the Canadian processed fruit and vegetable industry with its 
U.S. counterpart. In 1988, Canadian shipments were equal to 9 percent of U.S. shipments 
while the apparent market consumption was 11 percent of U.S. consumption. However, 
while shipments by U.S. producers increased only marginally between 1985 and 1988, and 
market growth was non-existent, Canadian shipments and market expansion occurred 
at a steady rate. 

Table 4.13 

PROCESSED FRUIT AND VEGETABLE INDUSTRY 
CANADA - U.S. COMPARISONS 

Compound 
Annual 

Growîh Rate 

Shipments (CAN$ million) 
Canada* 
United States 
Canadmnited States (%) 

hports (CAN$ million) 
Canada* 
United States 
Canadmnited States (%) 

Exports (CAN$ miiiion) 
Canada* 
United States 
Canaddni ted States (%) 

Apparent Consumption (CAN$ million) 
Canada* 
United States 
Canadmnited States (%) 

Ratio of Imports to Consumption (%) 
Canada' 
United States 

- 1975 

982 
12,381 

8 

312 
467 
67 

73 
663 
11 

1,221 
12,185 

19 

26 
4 

- 1980 

1354 
20,675 

8 

607 
1,064 

57 

204 
13% 

11 

1,957 
19,915 

10 

31 
5 

- 1985 

2,358 
31,952 

7 

807 
2,893 

28 

178 
1,627 

11 

2,987 
33,218 

9 

27 
9 

3,067 
33385 

9 

936 
2,750 

34 

263 
2,288 

11 

3,740 

11 
33,847 8 

25 
8 

9.2 
7.9 
1.1 

8.8 
14.6 
(54 

10.4 
10.0 
0.3 

9.0 
8.2 
0.8 

(0.2) 
5.9 

* Data may not agree with figures contained elsewhere in this report. Data contained in 
this table are comparable to U.S. product categories, some of which are outside the scope of 
this reference. 

Source: Canada: Statistics Canada, Cat. Nos. 31-203,32-218, 32-250 and 65-001. 
United States: USDC, Bureau of the Census, Annuai Census of Manufactures. 

Unlike the United States, Canada had an annual trade deficit on processed fruits 
and vegetables throughout the 1975-88 period. Table 4.14 provides further details of the 
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trade data on a commodity grouping basis. Figure 4.7 displays the deficit over the 1980s. 
The overall trade deficit is a result of a trade deficit on canned and preserved fruits and 
vegetables and on juices, partially offset by a trade surplus for frozen products and 
processed potato products. While the total value of Canada's trade deficit changed only 
margindy over the decade, imports, as a share of domestic consumption, decreased. In 
the United States, however, imports of processed fruits and vegetables have been gaining 
an  increasing share of consumption. 

Over the decade, a shift has occurred in the source of the trade deficit. In 1980, 
the United States accounted for 65 percent of Canada's negative balance, with the 
remaining one-third spread among a small number of countries. By 1989, the value of 
Canadian exports to the United States had grown significantiy and, consequently, the 
U.S. share of the trade deficit had fallen to 42 percent! 
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Table 4.14 

PROCESSED FRUIT AND VEGETABLE INDUSTRY 
TRADE STATISTICS 

(CAN$ million) 
Cornpound 

Annual 
Grnwth 

1980 

75 
277 (m 
41 
24 
ii; 

13 
175 
(162) 

14 

7 

(#) 

143 

1982 - 

82 
316 
(234) 

55 

% 
13 

222 (m 
23 
7 
15 

172 
576 
(403) 

Rate 
1983 1984 1985 1986 1987 1988 1989 1980-89 

-Bi 
- 

84 78 86 94 110 124 134 6.6 
4.8 

($ (B) (3%) (%) $6) $8) $8) n 

48 51 51 56 83 88 94 9.8 ?5?5g4lg4& 6.9 2 1 3 3  

21 
297 
(276) 

5.4 
6.0 n 

20 31 35 48 51 63 66 18.5 
13.3 10 - 1 2 l 3 0 m 2 2  - 

27 35 32 42 225 
9 -  li 21 

169 184 195 229 270 301 315 9.1 
545 656 631 686 775 786 5.5 
(376) (472) &) (402) (417) (474) (472) 37 

1. Includes dried ve etables, soupç, pickles, relishes, vegetable sauces, as well as canned fruit pie fillings, jams, jellies, 

2 Includes potatoes that are frozen, canned or dried, as well as potato chips. 

Totals may not add to 100 percent due to rounding. 

Source: Statistics Canada, Cat. Nos. 65-2û2 and 65-203. 

mamalades and 8ried fruits. 

5. Canadian International Trade Tribunal Staff Report, Processed Fruit and Vegetable 
Industrv Profile, May 1991, Tables 10 and 12, Figures 3 and 4. 
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FIGURE 4.7 
CANA D I AN T R A DE STAT I ST ICS , 1 9 8 O - 8 9 
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CHAPTER V 

MARKETING, CONSUMER TRENDS AND DISTRIBUTION 

1. Inîroduc tion 

As part of its inquiry, the Tribunal examined the structure and systems of 
It also marketing of fresh fruits and vegetables in each region of the country. 

commissioned a study of the procurement policies of distributors. 

The purpose of these studies was to gain an understanding of the present system 
of marketing fresh produce in Canada including the role of marketing boards; to analyze 
the strengths and weaknesses of the marketing structures in each region; to idenbfy 
features of successfui marketing; to examine the procurement policies of distributors to 
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determine whether or not they give a preference to imported fresh produce over 
domestic fresh produce, and, if so, why; and to address concerns processors may have 
in obtaining or expanding shelf space for their produds in retail stores due to the listing 
practices of retailers. 

Part 2 of this chapter describes the marketing of fresh and processing fruits and 
vegetables in Canada and the regulatory framework Part 3 gives an overview of 
consumer trends. Finally, part 4 look at the procurement policies of distributors in light 
of these consumer trends. 

2. Marketing: Fresh Fruits and Vegetables 

Fresh fruits and vegetables are marketed in Canada through a complex and varied 
array of regulated and unregulated distribution channels. Appendix 1 provides a 
schematic of the current distribution structure. Appendix J summarizes the type of 
marketing regulations that apply to specific crops in each province. Enabling legislation 
is in place at the national level and in each province providing for the regulated 
marketing of the majority of horticultural products. The extent to which these provisions 
are put into practice varies from one province to another and by commodity group. The 
effectiveness of marketing boards generally depends on grower Co-operation, the nature 
of their responsibilities and their ability to respond to market forces. 

(a) FederaI 

Section 95 of the Constitution Act gives the federal government and the provinces 
concurrent legislative powers over agriculture. At the federal level, the more pertinent 
statutes relating to horticulture include the AgicuZturaZ Products Marketing Act (APMA) 
and the Canada Agiculfural Products Act (CAPA). 

APMA provides for the marketing of agricultural products in interprovincial and 
export trade. It confers federal authority respecting interprovincial and export trade to 
provincial marketing boards or commissions. Authority is granted as a result of a request 
by a province and is delegated by Order in Council. 

The individual boards or commissions are given authority to exercise the same 
powers in interprovincial or export trade, which provincial legislation permits for trade 
within the province. This applies to areas such as pricing, transportation including the 
appointment of shippers, packing, storage, marketing including the appointment of sales 
agents, licensing and levies on production andor sales. 

As of spring 1991, delegation of authority applied to some 20 fruitlvegetable 
products. Although a delegation of authority order may be in place, the provincial board 
or commission may not, for one reason or another, be exercising all or any of its 
authority under the provincial legislation. This is the case for tree fruits in 
British Columbia, and, to a lesser extent, asparagus and greenhouse vegetables in 
Ontario. Moreover, a provincial agency may exist strictly for monitoring purposes. 

CAPA provides for the establishment of national standards and grades for 
agricultural products and for the regulation of the marketing of agricultural products in 
import, export and interprovincial trade. CAPA also provides for the licensing of dealers, 
inspection and grading, registration of establishments, and for standards governing 
establishments. It is administered by the Food Production and Inspection Branch of 
Agriculture Canada. Some provinces have similar legislation which, for the most part, 

86 



incorporates federal standards, but may be more stringent than the provisions in the 
federal statute, and, in some cases, may act as interprovincial trade barriers. 

The importation and movement of fresh produce in Canada are specificdy 
addressed by two regulations contained in CAPA: The Fresh Fruit and Vegetable 
Regulations and The Licensing and Arbitration Regulations. 

The Fresh Fruit and Vegetable Regulations prescribe standards for grades, 
labeiling, packaging and health requirements for 31 fresh fruits and vegetables produced 
in Canada. The regulations apply to interprovincial trade as well as imports and exports. 
The produce for which grade standards are in effect cannot be imported in bulk. 
Individuals in possession of a valid Federal Produce Licence may obtain an exemption 
from the bulk import prohibition for products that are going to be repacked or processed. 
To obtain an exemption, the receiver must contact the industry representative(s) 
(marketing board, CO-op, or association) in the receiving province and neighbouring 
provinces. The industry representative(s) respond to the receiver, agreeing or disagreeing 
with the request for bulk imports. The receiver then submits a request to Agriculture 
Canada which reviews the request and the industry representative(s) response and makes 
the final decision in writing. 

The Licensing and Arbitration Regulations are designed to promote fair and 
ethical trade pradices in the international and interprovincial trade of fresh produce and 
to assure that the producer will be paid for his produce. Accordingly, everyone engaged 
in the trade of produce interprovincialiy or internationaily is required to obtain a licence 
with Agriculture Canada. Produce is defined as any fresh fruit, fresh vegetable, nuts or 
edible fungi. This licence is subject to suspension or cancellation if the holder of the 
licence does not comply with the Regulations. A Board of Arbitration comprised of 
Agriculture Canada staff and industry members appointed by the Minister is established 
to hear complaints against holders of licences Who are suspected of not complying with 
a set of prescribed standards dealing with the selling and purchasing of produce. An 
Appeal Tribunal, which can review an order or decision of the Board of Arbitration, is 
also established under CAPA and Regulations. 

The Licensing and Arbitration Regulations have been recently amended to 
prohibit consignment selling in Canada. Consignment selling can disrupt the market and 
lower the revenue of domestic producers while lowering the qudity of produce available 
to the consumer. Anti-consignment selling provisions require ail imports and 
interprovincid shipments to be accompanied by a Confirmation of Sale (C.O.S.) form. 
This document identifies the vendor, buyer and destination, and displays the agreed 
upon price at which the produce is being sold. Both the vendor and buyer must sign 
the form. The document replaces the traditional Canada Customs declaration. The 
C.O.S. form also provides the information required for Agriculture Canada to implement 
the snap back tariff duty which was enacted as part of CUSTA. 

The Fnm Products Marketing Agencies Act (FPMA) estabiishes the National Farm 
Products Marketing Council (the Council) to supervise agencies that administer national 
and regional marketing plans. The FPMA ailows producers of farm produds, other than 
industrial miik and wheat, to develop national or regional marketing plans. Plans that 
include supply management are currently only permitted for agencies that market eggs, 
poultry and tobacco. Four national agencies are in place. These agencies market table 
eggs, turkey, chicken and broder hatching eggs. The C o m d  advises the Minister of 
Agriculture on all matters relating to the establishment, operation and performance of 
national marketing agencies. 
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The Council's recent work in the hortidtural sector includes a recommendation 
to establish a national agency to market fresh potatoes, which was reversed on appeal 
to the Supreme Court. More recently, in March 1991, the Council submitted a report to 
the Minister of Agriculture recommending the creation of a national marketing agency, 
with supply management authority, for fresh apples. The Corncil recommended that, 
in order for the Agency to effectively manage the market, the marketing plan needs the 
participation of at least four producing provinces and growers which account for 
90 percent of the production. The agency, if approved, would be the first such body to 
have supply management authority, on a national scale, over the production of a 
horticultural product. During 1991, the Minister has been reviewing and considering the 
proposal. 

Jurisdiction respecting the marketing of horticultural products grown within a 
province lies with the province. Au provinces have legislation which provides, to varying 
degrees, for the promotion, control and regulation of any one or more of the production, 
transportation, packing, storage and marketing of agridtural products in the province. 
Generally, this legislation provides for the establishment of supervisory bodies. 

(b) Provincial 

(i) British Columbia 

In British Columbia The Natural Products Marketing (B.C.) Act (the Act) provides 
for the promotion, control of production, transportation, packing, storage and marketing 
of natural products in the province and for the creation of marketing boards or 
commissions to administer schemes (reguiations) for the marketing of regulated products. 

The British Columbia Marketing Board was also constituted under the Act. Its 
primary role is the supervision of boards and commissions, of which there are five 
relating to horticulture: British Columbia Vegetable Marketing Commission; 
British Columbia Mushroom Marketing Board; British Columbia Grape Growers' 
Marketing Board; British Columbia Cranberry Marketing Board; and British Columbia 
Tree Fruit Marketing Board. 

Four of the five boards are actually performing regulatory functions. The 
British Columbia Tree Fruit Board does not perform regulatory functions because the tree 
fruit industry was deregulated in 1974. Instead, the Board acts as a service organization 
for producers. The Vegetable Commission, Mushroom Board and Tree Fruit Board have 
extra-provinciai juisdiction delegated to them under APMA. 

The B.C. Vegetable Marketing Commission is by far the most important regulatory 
body in the province. The Commission was created in 1980 to administer the 
B.C. Vegetable Marketing Scheme and to replace two boards that were competing with 
each other in the marketing of fresh produce. The scheme authorizes the Commission 
to promote, control and regulate the production, transportation, packing, storage and 
marketing of some 17 products' provincially, interprovincially and for export under 
APMA. 

The Commission is made up of growers and is funded entirely by members. It 
maintains a registry of growers and licenses wholesalers and processors. In consultation 

1. These regulated products include both fresh and processed goods. (See Appendix J). 
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with growers, it sets minimum prices for the fresh market at least once a week and 
negotiates prices with processors once a year. The Commission may designate an agency 
through which all regulated fresh products grown in a defined district of the province 
shall be marketed. Seven such agencies are presently operating in the province. The 
Commission does not exercise its authority to control production. However, it 
administers a system of grower delivery quotas. Individual growers may produce more 
than their delivery quota. If the designated sales agency for the commodity is successful 
in selling the additional production, then the Commission will increase the grower's 
quota. 

All regulated produds must be graded and packed in approved containers. The 
movement of products requires transport permits. The Commission and/or designated 
agencies also provide other services to its members. These include promotion, produd 
information, statistics, lobbying and representation at the provincial and national level. 

The B.C. Mushroom Marketing Board exercises its legislative authority by 
licensing growers, seîting minimum prices periodically and by controlling marketing 
through two licensed sales agencies: the Fraser Valley Mushroom Growers 
Co-operative Association and Pacific Fresh Mushrooms Inc. The former selis fresh 
products and operates a cannery while the latter agency is strictly a fresh produce sales 
desk. Both of these agencies provide grading, distribution, marketing and promotion 
services to their members and represent the growers' interests on matters of general 
concern to the industry. 

The B.C. Grape Growers Marketing Board establishes terms and conditions of 
contracts for wine grapes through negotiations with the Wine Council of 
British Columbia, which represents the wineries in the province. 

The B.C. Cranberry Marketing Board issues quotas to growers and provides other 
services to promote the sales of the product. This Board is not authorized to colled 
levies from the grower members. 

The B.C. Fruit Growers' Association (BCFGA) is a voluntary organization whose 
members account for some 80 percent of the tree fruit production in the province. 
Through the BCFGA, growers own and operate B.C. Tree Fruits Ltd., a selling agent, and 
Sun Rype Ltd., a large processor of fruit products. The packing and shipping of B.C. tree 
fruits is done mostly by members of the Okanagan Federated Shippers' Association, some 
of which are grower Co-operatives. The BCFGA promotes its products, sets quality 
standards and represents growers on policy and regulatory matters. It also owns and 
operates a "test orchard" which is used for research and demonstration purposes. 

In addition to the BCFGA, there are many product oriented and local 
Co-operatives and organizations that provide a variety of services to their members. 
Services provided may include packing, processing, selling and promotion. For example, 
the B.C. Raspberry Growers' Association represents most raspberry growers in the 
province and manages agreements with processing Co-operatives. The B.C. Blueberry 
Co-operative Association packages and selis fresh and processed blueberries on behaif of 
its members which represent some 60 percent of the industry in the province. The 
Fraser Valley Strawberry Growers' Association, which represents most growers in the 
province, negotiates prices for processing contracts under the auspices of the 
B.C. Vegetable Marketing Commission. There are numerous other associations and 
Co-operatives involved in packing, processing and selling B.C. horticuitural products. 
Two examples are the B.C. Coast Vegetable Co-operative, which packs and selis many 
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products, and the Western Greenhouse Growers' Co-operative Association, which 
specializes in the promotion, packing and selling of greenhouse tomatoes and cucumbers. 

(ii) Prairies 

The Alberta Marketing and Agricultural Products Act provides for the establishment 
of provincial marketing boards. These boards are initiated and managed by producers 
on behalf of producers. AU boards are supervised by the provincial Agricultural Products 
Marketing Council. The CounciI's purpose is to enable, motivate and assist agricultural 
commodity groups to expand, develop and enhance their performance in global 
agriculture with a minimum of regulation and a maximum of Co-operation, while 
recognizing the interests of the public. Council members are appointed by Alberta's 
Minister of Agriculture. 

The Alberta vegetable industry has three marketing boards and two associations 
which collectively represent growers' interests. The Alberta Potato Marketing Board 
regulates the marketing of potatoes in the province, interprovincially as weii as for export 
by authority of APMA, by licensing growers, setüng minimum prices, collecting levies and 
performing other services. The Alberta Fresh Vegetable Marketing Board performs the 
same type of functions and services at the provincial level. The Alberta Vegetable 
Growers' Marketing Board is concerned with the regulation of products that are 
processed. 

In addition to these three marketing boards, there are two associations concerned 
with horticultural products in the province; the Alberta Greenhouse Growers' Association, 
whose mandate is to facilitate the development of the greenhouse industry, and the 
Alberta Market Gardeners' Association, which was formed to facilitate the development 
of the market-gardening industry in the province. 

Mushrooms and greenhouse production are not regulated. 
produds are generally made directly to wholesalers and retailers. 

In Saskatchewan, The Saskatchewan Agi-Food Act (the Act) provides for the 
creation of marketing boards and for the Natural Products Marketing Council, which 
supervises a l l  boards established under the Act. Presently, only the Saskatchewan 
Vegetable Marketing and Development Board is authorized to regulate horticultural 
products in Saskatchewan. Its mandate is limited to vegetables, of which the 
predominant crops are potatoes, rutabagas and cabbage. The Board is not empowered 
to regulate production or price. It collects a mandatory levy paid by commercial growers. 
The Board uses the levy to support the orderly development of the horticultural products 
industry in Saskatchewan. 

The Saskatchewan Fruit Growers' Association promotes the general interests of 
fruit growers in the province and disseminates information to the industry. 

In Manitoba, The Manitoba Natural Products Marketing Act (the Act) provides for 
the establishment of marketing boards and commissions. The Natural Produds 
Marketing Commission supervises all boards established under the Act. Respecting 
horticultural produds, The Manitoba Vegetable Producers' Marketing Board is the 
compulsory marketing organization for table potatoes, carrots, onions, parsnips and 
rutabagas. Producers of regulated products are registered and are assigned production 
quotas based on the quantities of product marketed on a historical basis. Unregulated 
crops may be sold through the Board facilities on a volmtary basis. The Boards sales 

Sales of these 
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of regulated and unregulated produds are made through a central order desk by 
marketing personnel. Prices are set by a committee of the agency and relate directly to 
prices of produds delivered into Winnipeg from other provinces or the United States. 
The Board regulates interprovincial and export trade under the provisions of APMA. 

Among these are 
mushrooms, which are sold directly to wholesalers and retailers, and fruits that are 
grown in limited volumes and largely "pick-your-own" by consumers. Processing and 
seed potato contracts are negotiated through a voluntary producer-funded association 
known as the Keystone Vegetable Producers' Association Inc., and the chipping group 
negotiates with chippers separately. 

Unregulated products are sold directly by producers. 

(iii) Ontario 

In Ontario, the enabling legislation is The Farm Products Marketing Acf (the Act). 
Under this Act, the Ontario Cabinet has the power to estabiish marketing plans, decide 
on the commodities covered by a plan, constitute a local board and establish how board 
members are chosen. The powers given to a board by the Cabinet are set out in a 
regulation called "Man." 

The Ontario Farm Products Marketing Commission (the Commission) is 
responsible for supervising the marketing boards. This Commission, which was 
established pursuant to The Ministry of Agriculture and Food Act, is part of the Ministry 
of Agriculture and Food, and is composed of civil servants and outside appointees. The 
Commission specifies the details of a board's marketing plan and these are then set out 
in a regulation caîled "Marketing." A group of growers wanting to establish a marketing 
plan or board must apply to the Commission and demonstrate that they are 
representative of all  the producers of the commodity to be regulated. The Commission 
will then make a recommendation to the Minister of Agriculture Who in turn takes the 
matter to Cabinet for a decision. 

The Farm Products Appeal Tribunal is a quasi-judicial body which decides on 
appeals of decisions of marketing boards. 

Ontario marketing boards can be grouped according to whether they negotiate 
terms and conditions of sale (with recourse to conciliation and arbitration) or establish 
prices and regulate marketing practices. None of the Ontario boards control production. 

There are five fruit and vegetable boards which can be classified as negotiating 
boards because they deai with produce sold to processors. They are the Ontario 
Vegetable Growers' Marketing Board (OVGMB), the Ontario Potato Growers' Marketing 
Board, the Ontario Asparagus Growersl Marketing Board, the Ontario Grape Growers' 
Marketing Board and the Ontario Berry Growers' Marketing Board. 

The OVGMB is responsible for negotiating the terms and conditions of sales for 
12 processing vegetable crops. These had a gross farm value of almost $115 million in 
1990 compared to $86 million in 1981. There were approximately 1,400 growers 
contracting for these crops in 1990 compared to 2,600 in 1981. Total volume contracted 
went from 810,000 tons in 1981 to 931,000 tons in 1990. A decline of some 15 percent in 
tonnage contracted is expected for 1991, in part because of plant closures and reduced 
contracts. In recent years, significant progress has been made in the negotiating process 
as growers and processors have come to recognize the need for greater cooperation in 
the face of increasing international competition. Over the past few years, many of the 
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rigidities of the system have been removed. The board has evolved into a more flexible 
organization and become more responsive to the needs of both growers and processors. 

The Potato Board and Asparagus Board negotiate the terms and conditions of sale 
for all processing potatoes and asparagus respectively; whiIe the Grape Growers' Board 
negotiates processing grape prices and establishes the tenns and conditions of sale by 
regulation. The Berry Board is not active at present. 

There are five fruit and vegetable boards which aim to establish prices and 
regulate marketing practices for produce sold in the fresh market. They are the Ontario 
Fresh Potato Growers' Marketing Board, the Ontario Greenhouse Vegetable Producers' 
Marketing Board: the Ontario Apple Marketing Commission, the Ontario Tender Fruit 
Producers' Marketing Board and the Ontario Fresh Grape Growers' Marketing Board. 
The Asparagus, Apple and Tender Fruit Boards have the power to establish prices for 
both the fresh and processing markets, while the other three boards only set prices for 
the fresh market. 

Maintaining selling prices for fresh produce is but one of many difficulties faced 
by marketing boards in Ontario. The Potato Board had to rescind its pricing order in 
July 1990, when it was unable to maintain market prices because of a surplus of potatoes 
on the market. The 
Asparagus Board3 has indefinitely suspended its central sales agency for fresh asparagus 
because of the degree to which the established price was being undermined. Also, the 
Greenhouse Board is experiencing considerable problems with selling under the set price. 
A number of studies4 of structures, systems and marketing conducted during the 1980s 
have identified some weaknesses of the Ontario industry. The weaknesses identified, 
many of which apply equally in other provinces, include: 

The Board did not regain control during that selling season. 

fragmentation of the industry 
- the roles and responsibilities of the many players in the industry 

many growers take on multiple roles, from packing to sales, 

boards which provide a centralized pricing system often lack 

growers tend to by-pass wholesalers and market their products 

are often unclear and overlap; 

thereby intensifying competition among themselves rather than 
with imports; 

enforcement powers and are by-passed by growers; 

high degree of grower involvement in marketing 
- 

lack of marketing board enforcement authority 
- 

inconsistent use of wholesalers 
- 

directly. Wholesalers, Who service both the retail and HRI trade, 
rely mainly on imports; 

2. The Green House Board is currently operating under financial trusteeship. 
3. The Asparagus Board continues to negotiate prices for processing asparagus. 
4. - Analvsis of Factors Affecting Foreim vs. Domestic Sourcing of Fresh and Processed 
Fruits and VeEetables in the Food Service and Retail Sector, 1985, by the Canadian 
Horticultural Council, for Agriculture Canada. 

- Studv of Current Market Structures - Svstems in Ontario, 1987, by the Coopers and 
Lybrand Consulting Group, for the Ontario Fruit and Vegetable Growers' Association. 

- Ontario Fresh Fruit and Vegetable Industrv Marketing Studv, 1988, A projed of the 
OFVGA, Agriculture Canada and the Ontario Ministry of Agriculture and Food. 
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O local and area competition 
growers often compete against one another rather than collectively 
against imports; 

produce varies considerably; grading and inspection are 
inconsistent, which depresses prices and lowers quality image; 

identification; 

O variable product quality and inspection standards 
- weather, growing conditions and post-harvest treatment of 

O variable packaging 

O priceinstability 

- wide variation in packaging affects product quality and product 

for regulated crops, marketing boards lack authority to enforce - 
prices; for unregulated crops, grower cornpetition and lack of 
market information result in instability. 

On the basis of analyses of marketing systems in Ontario and other jurisdictions 
in Canada and elsewhere, the studies found that several features of successful marketing 
emerge. These include: 

O market driven - produce is grown for specific market requirements in 
terms of type, variety, timing and quality, and is packaged to meet market 
requirements; 

0 market intelligence - timely information is collected and disseminated to 
respond to consumer demand; 

market orientation - pricing is market responsive and market delivery is 
co-ordinated to adjust supply to demand and help stabiüze prices; 

centralized selling - this mechanism separates growers from the s e h g  
function and allows for better quality control, packaging and storage and 
delivery, and more stable pricing 

grower cooperation and education - this fosters competitiveness and 
increases market position of local industry. 

0 

O 

O 

The Tribunal has observed during its inquiry that centralized selling is a 
cornerstone of successful boards, Co-operatives and other organizations from Coast to 
Coast. Examples include: the Western Greenhouse Growers' Co-operative in B.C.; the 
Manitoba Vegetable Producers' Marketing Board; Bayshore Vegetable Shippers and the 
Tender Fruit Producers' Marketing Board in Ontario; Projama in Quebec; Kings Produce 
Ltd. and Linkletter Farms in the Maritimes, These organizations invariably follow other 
desirable practices such as high quality produce and packaging standards, and 
professional marketing. 

These examples amply demonstrate the need for efficient partnerships among 
growers in all parts of the country in order to recapture or maintain their share of the 
respective markets. There are tremendous opportunities for growth in domestic sales 
(import replacement) in most parts of the country, particularly in Ontario and Quebec, 
and in exports to the United States. 

Delegation of authority orders to regulate interprovincial and export trade under 
APMA presently apply to nine horticultural products grown in Ontario. 
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The Ontario Fruit and Vegetable Growers' Association (OFVGA) is the umbrella 
organization for growers in Ontario. The OFVGA is recognized by government and 
industry as the official representative of the industry to national and international bodies. 
Its activities include lobbying and liaising with governments, promoting Ontario products 
through the Fresh for Flavour Foundation and Foodland Ontario, and publishing an 
industry newspaper called The Grower. The Association has a membership of over 
11,ooO growers and 45 organizations, including local growers' associations, and 
9 marketing boards. Funds for the Association come from a levy on containers and from 
an assessment of the processing marketing boards. 

The Ontario Horticultural Marketing Services (OHMS) was founded in 1988 by 
the OFVGA as the vehicle to provide marketing services for growers and to champion 
industry renewal. It evolved from the Ontario Fresh Fruit and Vegetable Industry 
Marketing study. For a variety of reasons, including lack of funding, this venture has 
had limited success. 

There are also a number of local associations and Co-operatives, most of which 
belong to the OFVGA. These associations, which are funded by voluntary levies, 
generally provide growers of specific products with technical and marketing information 
and represent their interests. Three of the larger associations are the Bradford and 
District Growers' Association, the Essex County Associated Growers and the Niagara 
Peninsula Fruit and Vegetable Growers' Association. The three main Co-operatives are 
the Norfolk Fruit Growers' Co-op, Prince Edward County Fruit Growers' Co-operative 
and the Eastern Ontario Vegetable Growers' Co-op. One large organization which is not 
a member of the OFVGA is the Bayshore Vegetable Shippers which provides a shipping 
and receiving station in Burlington for 130 growers. 

The Ontario Food Terminal (the Terminal), which operates under the auspices of 
The Onfario Food Terminal Ad, was created to provide a central marketplace for Ontario 
growers and wholesalers to sell theix produce. About 20 percent of the fresh produce 
grown in Ontario is sold at the terminal. In addition, it provides a central market for the 
resale of imported produce. The Terminal, which covers a 40-acre site in Etobicoke, 
leases land, warehouse space, offices and other facilities to producers, wholesalers and 
others. The operation of the terminal is financed by the revenue from leases and other 
service charges. 

(iv) Quebec 

In Quebec, the orderly marketing of agricultural, food and fish produds is 
provided by the Loi sur la mise en marché des produits agricoles aiimenfaires et de la pêche. 
The law provides for the creation of the Régie des marchés agricoles et alimentnires du 
Québec (Régie). 

Producers may submit a plan to the Régie to regulate the production and 
marketing of specific agricultural products that are produced in a designated area or are 
defined by a specific end use. The Régie verifies the degree of acceptability the plan has 
with ail growers of the named products. The proposed plan includes the creation of an 
administrative body referred to in the legislation as an The office may consist 
of a number of growers, or the growers may designate a syndicate or Co-operative to 
administer the plan. Upon approval of the plan, the office sets the conditions (with the 
Régie's approval) for the production and marketing of the products covered by the plan. 
In addition, the office acts as the producers' agent in negotiations with customer 
representatives in the fresh and process markets. In the event that an agreement cannot 
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be reached, a settlement iS sought through a conciliator named by the Régie. Generally, 
joint plans do not apply to direct sales by producers to co&umers. However, the Régie 
is empowered to require direct sales to conform to the conditions set out in an existing 
joint plan covering the particular produds. 

Producers of horticultural products have approved five joint plans. These cover 
seven processing vegetables (yellow and green beans, green peas, sweet corn, cucumbers, 
asparagus and tomatoes), as well as apples, potatoes, blueberries and onions. At present, 
marketing regulations are in effect for the seven processing vegetables and juice apples. 

Growers are represented at the local level by a syndicate that promotes the 
general interest of a i l  growers within a geographic area. Growers of the same product 
within a region may be represented by a specialized syndicate. These syndicates are 
brought together in regional and provincial federations. L'Union des producteurs 
agricoles du Québec (UPA) is the confederation of the regionai and provincial federations 
of specialized syndicates. .AU growers in Quebec are represented at the provincial level 
by the UPA and are compulsory members. The UPA is accredited by the Régie to 
promote the interests of all growers. 

In the horticultural area, there are four specialized federations of interest: La 
Fédération des producteurs de pommes (apples), La Fédération des producteurs de 
pommes de terre (potatoes), La Fédération des producteurs de fruits et légumes du 
Québec (fruits and vegetables), and La Fédération des producteurs maraîchers (market 
vegetables). In general, the objectives of these federations are to assemble producers' 
syndicates, administer joint plans or assist in their management by their affiliated 
syndicates, study production and marketing problems, cooperate in disseminating 
agronomic science and technology, inform producers on the production and sale of 
agricultural products, monitor and assist in the development of relevant legislation and 
promote the public image of producers. 

La Fédération des producteurs de pommes du Québec represents apple growers. 
However, a mechanism for regulating prices that is acceptable to the majority of growers 
has not been estabiished for fresh market apples. 

La Fédération des producteurs de pommes de terre du Québec represents potato 
growers. In 1983, growers rejected a proposal for a compulsory centralized seliing agency 
for fresh potatoes. All potatoes are sold freely in the province. The price of processing 
potatoes is negotiated between growers and processors on an individual contract basis. 

La Fédération des producteurs de fruits et légumes du Québec administers a joint 
plan and negotiates prices, terms and conditions of sale with representatives of the 
processing industry for seven processing vegetables. 

La Fédération des producteurs maraîchers du Québec groups producers of fresh 
fruits and vegetables, except for apples and potatoes. Two of its member syndicates, 
namely, the Syndicat des producteurs d'oignons du Québec and the Syndicat des 
producteurs de bleuets du Québec, administer joint plans covering yellow onions and 
blueberries, respectively. However, no price-setting mechanisms for these joint plans 
have been approved to date. Nevertheless, blueberry growers have grouped themselves 
on a voluntary basis and sell through a single order desk 

As in other major producing regions of the country, there are many voluntary 
associations, cooperatives and companies active in the promotion of specific interests. For 
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example, the Coopérative de Pomiculteurs du Québec and the Coopérative du  
Mont Saint-Hilaire store apples and sell them to packers. The Société coopérative agricole 
du  Sud de Montréal markets the products of members in the domestic and export 
markets as well as that of several companies owned by local growers. 

A delegation of authority order to regulate interprovincial and export trade under 
APMA applies only to apples in Quebec. 

(v) Atlantic 

In New Brunswick, The Farm Products Marketing Act (the Act) provides for the 
establishment of the Farm Products Marketing Commission. Among its powers, the 
Commission may recommend marketing plans to the Minister of Agriculture. There are 
three horticultural product boards in the province: the New Brunswick Potato Agency, 
the New Brunswick Apple Marketing Board and the New Brunswick Greenhouse 
Growers Marketing Board. 

The Potato Agency (the Agency) is authorized to promote, control and regulate 
the marketing of potatoes in New Brunswick, as well as to conduct research and educate 
its members respecting developments in production and marketing. The Agency is 
empowered to issue quotas, set prices, promote potatoes, lobby on behalf of producers 
and make regulations concerning disease control. Currently, the Agency negotiates prices 
for processing potatoes, but does not regulate or negotiate fresh market prices. 

The Apple Marketing Board (the Board) licenses all growers, but is not authorized 
to establish prices or to control the movement of apples. The wholesale price of fresh 
apples is set by a duly established negotiating committee which operates apart from the 
Board. 

The Greenhouse Growers' Marketing Board (the Greenhouse Board) establishes 
minimum wholesale and retail prices for bedding plants. These minimum prices are 
enforceable. The Greenhouse Board is empowered to set prices for horticultural products, 
but does not exercise the authority at this time. Prices for greenhouse vegetables are 
established by the wholesalers after consultation with the major growers. 

Provincial or product associations, such as the New Brunswick Fruit Growers' 
Association, promote the general interests of horticultural product growers in the 
province. 

Potatoes are the only product for which a delegation of authority under APMA 
applies in the province. 

In Nova Scotia, the Nuturul Products Act (the Act) provides for the establishment 
of the Nova Scotia Natural Products Marketing Council (the Council). Among its 
powers, the Council may establish commodity boards for the purpose of carrying out any 
plan under the Act, establish price-negotiating agencies in connection with any plan and 
require registered persons engaged in the production or marketing of a natural product 
to pay licence fees, levies or charges provided for in the plan. 

Three Boards were established dealing with horticultural products: the 
Nova Scotia Potato Marketing Board, the Nova Scotia Processing Pea and Bean Growers' 
Marketing Board and the Nova Scotia Greenhouse Vegetable Marketing Board. 
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The Nova Scotia Potato Marketing Board is empowered to regulate all aspects of 
the production and marketing of locally grown potatoes. At present, it does not exercise 
its regulatory authority over production. This Board sets minimum s e h g  prices for 
fresh or table stock potatoes with the consensus of a pricing committee composed of 
growers and retailers. The minimum price is maintained on a voluntary basis and is 
frequently undercut by individual growers in order to compete with lower-priced 
potatoes from other provinces and the United States. Process market prices are 
unregulated. The Nova Scotia Marketing Board participates only in the pricing of chip 
stock, by way of acting as the growers' agent in negotiations with processors. 

The Processing Pea and Bean Marketing Board negotiates the price of processing 
peas and beans with Cobi Foods Inc. 

The Greenhouse Vegetable Marketing Board licenses all producers and colleds 
dues. It promotes greenhouse produds generally and assists growers to develop markets. 
It supports growers through group purchasing of materials such as containers. Presently, 
this Board suggests minimum selling prices to growers. 

The production and marketing of fruit is not regulated in Nova Scotia. However, 
there are product associations that actively promote the interests of growers. The 
Nova Scotia Fruit Growers' Association participates in product promotion through 
voluntary funding by growers. The Blueberry Producers' Association of Nova Scotia 
exercises similar functions. Four large packers, one of which is Scotian Gold Cooperative, 
market approximately three quarters of the fresh apples produced in Nova Scotia. 

In Prince Edward Island, the Naturul Products Marketing Act (the Act) provides for 
the creation of horticultural product marketing boards and for the PEI Marketing 
Council, which supervises the boards created under the Act. The Potato Board is the 
only marketing board established under the Act. It represents all potato growers in the 
province. It does not regulate production or prices. The Potato Processing Council is a 
committee of the Potato Board that represents growers in contract negotiations with 
processors. One of the major activities of the Potato Board is to operate the Elite Seed 
Farm for the purpose of seed propagation. The Elite Seed Farm is owned by the 
growers. The Potato Board collects a levy from the sale of potatoes to fund this farm 
and for generic promotion. 

In addition to the Potato Board, there are a number of associations and 
Co-operatives that are engaged in the marketing of horticultural products. In some cases, 
these bodies also represent the general interests of growers. For example, the 
PEI Vegetable Growers Co-op (the Co-op) provides storage facilities and acts as a sales 
desk for some vegetables shipped to the mainland. It also provides information services 
and represents the views of vegetable producers. The Co-op also acts as an order desk 
for some fruit sales. 

The Newfoundland Vegetable Marketing Board,(the Board) is a producer-operated 
board operating under the authority of the Newfoundland Nufural Products Marketing Act. 
The Board is empowered to regulate local production and prices for vegetable field crops. 
The predominant crops are rutabagas, cabbage, potatoes, beets and carrots. A major 
proportion of the Newfoundland vegetable crop is marketed by individual producers, 
either directly from the field or from on-farm storage facilities. This practice has 
contributed to the Board's limited success in reguiating price and production. 
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3. Consumer Trends 

The federal and provincial systems of marketing described above are in place to 
facilitate an orderly and efficient transfer of fruit and vegetable products from producers 
to consumers, To profitably grow and effectively market a great variety of produce 
across the country, growers, processors, and federal and provincial marketing agencies 
must be aware of consumer trends and consumption patterns. Canadian Society has 
undergone significant transformation in the last few decades, and further major changes 
Wiu occur during the 1990s; the success of the horticultural industry will depend largely 
on its ability to respond to these changes. 

(a) Demographic and Lifestyle Trends 

The post-War years in North America were characterized by high fertility rates 
in traditional family units (working father, children at home with the mother living in 
an extended household, which often included grandparents or other relatives. Such 
families did much of their food preparation and consumption at home and lived in 
basicaüy homogeneous societies, characterized by growing economic prosperity and 
increased consumption. This pattern was dominant until the 1970s. 

By then, fertility rates has begun to decrease, and immigration patterns began to 
change. Europe gradually ceased to be the prime source of immigration to Canada and 
the United States. The ethnic composition of the North American Society changed 
accordingly. The massive entry of women into the labour force led to dramatic changes 
in Iifestyle and the baby boom generation reached rnahuity. 

Canadian Society at the beginning of the 1990s, is getting older and more ethnic. 
It is charaderized by a low birthrate, an aging population, fewer traditional family units 
and a growing incidence of smaller households consisting of single people or single 
parent families. Canadian women's participation in the labour force rose from 44 percent 
in 1975 to 60 percent in 1989, and the median family income in 1988 was the highest ever 
at $41,238. 

The lifestyle changes brought about by these demographic changes include an 
awareness of the importance of nutrition to health as well as the related issue of 
environmental damage. Studies by Agriculture Canada and the National Institute of 
Nutrition show that more than two-thirds of Canadians are concerned about the use of 
chemicals and residues. A study by a private polling firm has revealed that nearly half 
of the Canadian population perceives waste from food packaging to be a serious 
environmental problem. 

These trends are likely to continue. The Canadian population will grow slowly 
and is projected to Peak in 2010 at about 28 million. Fertility rates will probably remain 
low and life expectancy is not likely to grow dramatically. Consequently, the domestic 
food market is unlikely to grow very rapidly. 

@) Consumption Trends 

The horticultural industry is the beneficiary of a remarkable shift in consumer 
dietary habits and lifestyles. In the last quarter century, there has been a marked 
decrease in the total consumption of red meat, butter and eggs, and a pronounced 
increase of approximately 20 percent in per capifa consumption of fresh and processed 
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fruit and vegetables. The increase would be even greater if one included tropical and 
citrus fruits. 

Fresh vegetables have led the trend with an impressive increase of over 50 percent 
in per capita consumption, from 34 kg in 1967 to 47 kg in 1976, to 57 kg in 1988, followed 
by a 15 percent increase in the consumption of processed vegetables. Consumption of 
fresh and processed fruit has also increased, but much of the increase has been in 
tropical and citrus fruits. 

The increases in the consumption of fruits and vegetables have been credited 
mostly to the increased availability of high quality products, better distribution systems 
and increased dietary consciousness. In Canada, many previously seasonal fruits and 
vegetables have become available all year round. 

Since the dietary and iifestyle changes that underlie the increased demand for 
horticultural products appear to be real and durable, the industry is weli positioned to 
benefit from these trends. The consumer of tomorrow is iikely to maintain a relatively 
high level of consumption of fruits and vegetables in all forms. In terms of 
socio-economic characteristics, the consumer is iikely to have less time for food 
preparation at home, own a microwave (current microwave ownership in North America 
covers 70 percent of households and is likely to exceed 90 percent by the year 2000), eat 
out often, be accustomed to and seek out prepared gourmet and convenience foods, and 
be conscious of the nutritional value of fruits and vegetables. 

The consumer wiii increasingly demand quality (which for fruits and vegetables 
is d e h e d  as freshness), variety, convenience, nutrition and environmental friendliness. 
These consumer expedations will shape the market of the future. 

(c) Challenges and Opportunities: Know your Consumers and the2 Expectations. 

(i) QuaiityFreshness 

The consumer's insistence on buying higher quality products will have a 
particular impact on packaging. The objective wiU be to extend the shelf life of fresh 
produce and facilitate the warming up of processed products. We are likely to see an 
increased use of plastic pouches and containers, which are carried out and reheated in 
conventional or &crowâve ovens, more laminates and other packaging which extend 
shelf Me. 

One innovative technique is Modified Atmosphere Packaging (MAP) which alters 
the composition of the natural atmosphere inside a package by surrounding the food 
product with a specific combination of three gases (oxygen, carbon dioxide and 
nitrogen), thus extending the shelf life of the fresh product while avoiding the use of 
preservatives or having to freeze or dry the product. The United Kingdom is the m e n t  
leader in this technology which is becoming very popular in Europe. In Canada, it is 
used on a limited basis in the food distribution system, but U.S. demand for MAP items 
is forecast to reach $11 biilion by 1993. A recent study of consumer preferences, 
conducted by Agriculture Canada, concluded that a signüicant segment of the Canadian 
population would pay premium prices for MAP products. 

99 



(ii) Variety 

In 1961, Canada imported fresh produce from 28 countries; in 1991, it imports 
produce from 60 countries. Much of the new produce consists of tropical and oriental 
fruits and vegetables aimed at the multicultural population of Canada. Agriculture 
Canada projects the growth of the ethnic food category at approximately 8 percent 
per year. 

The growing variety of products reflects the growing variety of markets. 
Although population growth is slowing, the number of households is not and market 
fragmentation is the result. In fact, according to some analysts, "market segmentation" 
is the buzzword of the 21st century. It seems that there will be no single food market, 
but a variety of markets providing a great variety of products. Giant food conglomerates 
will likely compete with small niche marketers offering health foods and gourmet foods, 
exotic and specialty foods, snack foods, carry-out foods, and so on. 

(iii) Convenience 

Because two-income families are coping with extraordinary time demands, and 
many people live alone, time spent on preparing meals will decline. Fundamental changes 
in the food industry are likely to result. Analysts agree that "convenience is probably the 
single most significant trend that will drive the food industry," especiaily as it extends to 
include service such as take-out orders and home deliveries. 

The quest for convenience is likely to increase the demand for microwavable 
products, prepackaged fruit and vegetable snacks in vending machines which are handy, 
as the practice of "grazing" (eating small servings and snacks continuously throughout 
the day) gains popularity to the detriment of traditional family meals, 

(iv) Nutrition and Safety 

The interest in nutrition, which is likely to continue, will sustain and support the 
food technology of the future and wiU provide foods engineered from proteins, vitamins, 
minerais and other components, simulated food, food products resulting from genetic 
engineering to produce higher yielding, more nutritious and less expensive varieties, new 
nutritious liquids (combinations of fruits and vegetables) and new sweeteners. 

By the turn of the century, the aging population will consume more fruit, fibres, 
unprocessed grains, and low-cholesterol, low-sodium, nutritious food, grown and 
processed with a minimum of chemicals. It will be looking for tasty, specialty-flavoured 
mixtures of convenience meals. 

(v) Environmental Friendliness 

Popular awareness of the fact that waste from food packaging constitutes a 
serious environmental problem will increase the preference for returnable or biogradable 
containers such as, for example, aseptic packaging in paperboard containers (single 
serving juices) which are rapidly replacing the metal can. This trend may create conflicts 
with other consumer preferences for quality ( M A P )  and convenience packaging. 
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4. Procurement Policies of Distributors 

The first point of contact between growers and processors and the consumer is 
the distributor, whether they be one of the major grocery chains or the local green 
grocer. Competition for the consumer's dollar is intense within the trade and, 
accordingiy, the distributor must be responsive to changing consumer demands and 
trends. 

This section summarizes the results of a study carried out by Peat Marwick for 
the Tribunal. The study examined the factors that contribute to the purchasing decisions 
of distributors in Canada and the United States and an analysis of the changes in these 
factors in recent years. The study was based largely on extensive interviews with senior 
procurement personnel of some 30 large and medium-sized distributors representing more 
than two-thirds of the market for fresh and processed fruits and vegetables in Montréal, 
Toronto, Vancouver, Seattle, Buffalo and Boston, as well as on a review of previous 
studies which examined the competitiveness of the Canadian fruit and vegetable industry. 
A more detailed analysis of the procurement policies of distributors is f o n d  in the 
project report identified in Appendix B. 

(a) Characteristics of Distributors 

Canadian grocery distribution is dominated by nine major players Who, together, 
account for over 80 percent of the $45 billion industry. These distributors have increased 
significantly in size and share of market during the past decade (Figure 5.1). Despite 
their size, after-tax profits have remained at around 1 percent of sales. Moreover, 
because of the very low and often negative margins applied to major brand products due 
to competition, distributors have increasingly placed emphasis on home brands or 
controlled labels, deli, meat and produce sectors to build customer loyalty and to 
differentiate their stores. Fresh fruits and vegetables is one of the areas that yields the 
highest gross margins. Quality, variety, convenience and value for money have become 
increasingly important to distributors in sourcing produce. 
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FIGURE 5.1 
CANADA’S MAJOR GROCERY DISTRIBUTORS 

(% Share of Food Store Dollar Sales) 
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Source: Peat Marwick Stevenson 8 Kellogg. 

At the provincial level, distributor concentration is even greater, with the top four 
distributors frequently controlling 75 percent or more of the market as shown in 
Figure 5.2 (the top four distributors Vary from province to province and, therefore, 
percentage shares do not equal those of the top four distributors shown in Figure 5.1). 
This concentration gives major distributors significant leverage in negotiating prices, 
terms and conditions of sale with suppliers, particularly the smaller ones and those Who 
do their own marketing. This is a contentious issue with many growers and processors. 
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FIGURE 5.2 
DISTRIBUTOR CONCENTRATION BY PROVINCE 

(% Share Held by Top Four Distributors) 
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Source: Peat Marwick Stevenson 8 Kellogg. 

The $26 billion food service industry, on the other hand, is highly segmented and 
characterized by thousands of small, independent operators. The structure of this 
industry has shown little change during the past decade and, if anything, it has become 
more fragmented. This industry also tends to deal more with middlemen in sourcing 
fresh and processed fruits and vegetables, whereas grocery distributors purchase more 
of their requirements directly from processors and growerdgrower groups. 

(b) Factors that Affect the Purchasing Decisions of Fresh Produce Distributors 

The factors that affect the purchasing decisions of fresh fruit and vegetable 
distributors appear not to have changed signhcantly during the past decade. As 
distributors continue to place increasing emphasis upon fresh produce as a source of high 
margins and as a means of positioning their stores, so the importance of product quality 
has increased, as has the definition of quality. Growers therefore need to constantly 
improve their product quality in order to remain competitive. Quality has become a 
moving target. Distributors also demand reliable sources of supply. Growers must 
therefore be able to make binding commitments to deliver quality produds on time and 
at agreed prices. Larger growers and those Who Co-ordinate their marketing efforts can 
generally make such commitments, but still face price competition from imports as well 
as from domestic growers Who do their own selling at whatever price is necessary to 
dispose of their products. 

Advertising allowances paid to distributors by growers and volume rebates have 
increased in recent years for fresh produds. However, the value of such payments, 
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which is still generally less than five percent on average, does not appear to play a 
significant role in distributors' purchasing decisions, but can be quite significant to 
growers. 

Distributors are generally critical of the quality of much of the domestically grown 
fruits and vegetables and growers' marketing activities. While some progress has been 
made in some areas, distributors see a need for improving and extending the use of 
centralized pre-cooling, grading and packaging in order to improve shelf Me, grading and 
packaging consistency, and marketing coordination. Quebec produce received the 
highest level of praise by distributors, largely because of significant improvements 
brought about in quality, and marketing coordination and cooperation. In 
British Columbia, distributors are generally satisfied with growers, but are critical of the 
marketing boards. In Ontario, distributors feel that little progress has been made in 
recent years. Quality, reliability, grading, packaging and marketing are said not to have 
improved significantly. This may be due to the fact that, in Ontario, there is a larger 
number of smaller growers Who do their own selling and are not providing products of 
consistent quality and packaging. Individually, they cannot meet the reliability of supply 
requirements of distributors. Moreover, while distributors seek joint promotional 
programs, growers and grower organizations prefer generic industry-wide activities, 
which are generally less expensive. 

The diversity that is evident in the ranking of growers by province is also 
apparent among different crops. For example, B.C. hothouse products, Niagara tender 
fruits, Leamington tomatoes and cucumbers, and Quebec lettuce received wide acclaim 
from distributors. Furthermore, many of these producers were highly praised by 
U.S. distributors. 

Promotional activities are a central part of distributors' marketing strategies. Price 
commitments by retailers for purposes of advertising need to be made two to three weeks 
before they take effect in the store. For domestic growers, this lead time can present 
considerable difficulties because they may not know what supplies or prices will be in 
several weeks. If they do not commit to a firm price and quantity, however, they may 
lose the sale to foreign competitors, particularly the United States, Who are able and 
willing to make such commitments because of more favourable growing conditions, 
greater marketing coordination and more reliable supply forecasts. While this issue may 
never be resolved, there is considerable scope for growers, and grower-organizations and 
distributors to work together more closely, and for growers to enhance the coordination 
and marketing of their crops. 

Distributors generally agree that today's consumers are as concerned about value 
for money as they were in the past, but they place greater emphasis on the quality side 
of the equation and less on the price side. For produce of poor quality, whatever the 
price, there appears to be little demand and even less of a future. 

Local growers enjoy some advantages when their crops come to market provided 
their product quality and prices meet import competition. This preference, however, 
appears to be highly localized and distributors are unanimous in the view that consumers 
wili not pay a premium for locally grown fruits and vegetables. There is relatively littie 
consumer loyalty to local growers, except perhaps in Quebec, although this loyalty does 
not extend to paying higher prices for local produce. In fact, from the market statistics 
and the testimony of Mrs. G. Smith of Keswick, Ontario, it would appear that distributors 
in Ontario are willing to pay higher prices for some imported products such as lettuce, 
even during the local harvesting season. It appears likely that prices for local product 
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are kept low by a combination of unequal market power and excessive internal 
competition among growers. The higher degree of loyalty in Quebec is attributed to 
significant progress in the quality and marketing coordination of local produce. 

Distributors generally have iittle difficdty in diverting their sourcing to local 
growers. This is simply a part of a regularly changing pattern of procurement. In the 
normal course of events, they move from area to area across the United States and in 
Canada, as the growhg seasons reach their Peak at different times of the year. 
Moreover, in the winter months, they shift some of their sourcing to countries such as 
Chile and New Zealand. 

The advent of CUSTA appears to have had very little impact upon the fresh fruit 
and vegetable procurement policies of distributors, and few expect the situation to change 
in the near future. However, prices for domestically grown products are expected to 
decline in line with tariff reductions. 

Awareness of Canadian growers in the United States is low according to 
distributors contacted in that country. It would appear that Canadian growers or their 
marketing organizations are generally not active in seeking business south of the border, 
perhaps because their crops are similar to those of northern States, and come to market 
at about the same time. Moreover, given the trend to increasing imports from the south 
rather than the north, few U.S. distributors see an advantage in sourcing from Canada 
products that are available locally at the same time, price and quality. Despite these 
obstacles, a few Canadian growers have made inroads into the U.S. market. 

Canadian distributors are well aware that consumption of fresh fruits and 
vegetables has been increasing steadily over the past decade, and they consider that 
much of that growth has been fuelled by imports, primarily of products or varieties not 
grown in Canada or not available year-round. That growth, in turn, emanates from 
consumers' increasing demand for a growing variety of fruits and vegetables. 

Some distributors in both Canada and the United States have increased their 
volume of business directly from shippers-growers and reduced their reliance on brokers 
and wholesalers. In Canada, it should be noted, most of the major distributors are both 
wholesalers and retailers. Other distributors, including some of the most important ones, 
have done the opposite by streamlining their procurement functions, reducing overheads 
and increasing their use of brokers, importers and wholesalers. 

A potential growth opportunity may exist for Canadian growers in cleaned, 
peeled, sliced and ready-to-Cook or ready-to-eat vegetables. These convenience produds 
have already had a significant impact in parts of the United States and are credited with 
having increased overall consumption of fresh produce. Such products have yet to make 
a significant impression in Canada and may represent a worthwhile source of volume 
and profit for Canadian growers. 

(c) Factors that Affect Distributors' Purchases of Processed Produce 

The factors that affect distributors' purchasing decisions for processed fruit and 
vegetable products are virtually identical in Canada and the United States. 

As for fresh fruits and vegetables, distributors' quality standards and expectations 
are constantly rising in the processed market. "Generic" labels are in a long-term decline 
while "controlled" labels, which provide higher margins, are growing. Successfd 
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processors are those Who can provide consistency of produd quality and supply at 
competitive prices, according to distributors. Those processors may be supplying 
established brands angor, increasingly, prernium labels. 

Volume rebates, advertising and promotional allowances, and slotting/listing fees 
have a dramatic impact upon the purchasing decisions of distributors of processed fruits 
and vegetables. The value of these payments may represent as high as 30 percent of a 
processors' sales revenues. Such fees and payments are generally much higher in the 
canned sector than in the frozen sector, reflecting the fad that the canned sector is 
mature and in a long-term decline, while the frozen sedor continues to exhibit strong 
growth. 

Imports of processed fruits and vegetables are much less important than in fresh 
produce, partly because freight charges usually militate against sourcing outside the local 
market. Imports of canned and frozen vegetables remain comparatively unimportant, 
while the majority of canned fruits is imported, primarily from California. Exports of 
processed fruits and vegetables, except for frozen blueberries and potatoes, and canned 
sweet corn, are relatively small because of higher material, packaging and processing 
costs in Canada. 

Country of origin for processed products is not important to distributors. 
Overwhelmingly, they purchase wherever they judge the combination of quality and 
price to be most attractive. Moreover, distributors do not believe that their customers are 
materiaily concerned about the country of origin of processed fruits and vegetables. 

Branded products in both countries are under pressure as distributors are 
rationalizing the number of processed products that they sell while, at the same time, 
placing more emphasis on controlled labels. For an increasing number of processors, 
entering the controlled-label market or expanding their presence in that market 
represents an important source of future sales. This may also be the most viable option 
for exports. Controlled labels are also constantly moving up-market. 

Growers and processors Who focus their attention and efforts on meeting the 
needs of distributor customers, and not just those of final consumers, enjoy an 
increasingly important advantage over the more traditional suppliers, according to 
distributors. As distributors seek, increasingly, to differentiate themselves from one 
another, the importance of customer focus and service has grown. Suppliers Who are 
sensitive and flexible to the unique product and service needs of their major customers 
will enjoy a signhcant competitive advantage. 

Many U.S. distributors believe that flexibility and responsiveness are characteristics 
that the smaller Canadian processors should be able to exploit to their advantage when 
competing with their U.S. counterparts. Conversely, many Canadian distributors are 
critical of domestic processors for their lack of customer focus and service. 

Other factors that distributors Say influence their processed fruit and vegetable 
procurement decisions include pack size, design, functionality and aesthetic appeal. 
Convenient products, microwavable or easy to open packs are also more likely to appeal 
to consumers and, therefore, to distributors than traditional packaging configurations. 
Also, more and more distributors are prepared to reward suppliers of environmentally 
friendiy products with an increasing share of their business. 
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CHAPTER VI 

GOWRNMENT ASSISTANCE AND SUPPORT 

1. Introduction 

Government intervention occurs in every economic system. For a particular 
industry, the extent of the intervention can range from sporadic assistance to on-going 
and substantial government involvemeiit. It can be a powerful lever in sustaining or 
distorting economic adivity. 

The Tribunal selected for examination three types of intervention which seemed 
likely to have a direct impact on competitiveness. They focus on financial assistance 
provided by different levels of government, the manner in which the government taxes 
the industry, and the range and application of the government's regulatory powers. This 
chapter attempts to assess the impact of the three types of government intervention on 
the workings of the horticultural industries in Canada and the United States. 

2. Financial Assistance 1 

This section presents an analysis of the financial assistance provided by the 
federal, provincial and state governments to the fresh fruit and vegetable sectors in 
Canada and in the United States, as well as the processing sectors, for the period 1986-87 
to 1989-90. The analysis is based on information from a study commissioned in the 
spring of 1991 by the Tribunal to the consulting firm of Deloitte & Touche, entitled 
Financial Assistance Provided to the Fruit and Vegetable Industries in Canada and the 
United States. A summary table showing the States and the fruits and vegetables selected 
for the study can be found in Appendix K. 
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Financial support by municipal government is not included in the Tribunal 
analysis. A good examination of the municipal governments' assistance to the 
agricultural sector can be found in a study for Agriculture Canada by Hill and Knowlton, 
Business Assistance Provided by Government in the United States to the Aericultural 
Sector and Food Processing (1991). 

The measurement of government financial assistance to the agricultural sector is 
a relatively new statistical exercise. Given the difficulty of comparing one form of 
subsidy with another, a measurement technique involving the calculation of "Producer 
Subsidy Equivalents" (PSEs) has been developed and widely used in the context of the 
Multilateral Trade Negotiations. The Tribunal's study of the financial assistance provided 
by federal and sub-federal levels of government uses these PSE measures. 

PSEs were originally developed by the Organization for Economic Cooperation 
and Development (OECD) as a uniform measure of government policy intervention. 
PSEs measure the revenue required to compensate producers in an industry if all forms 
of government assistance were eliminated. Thus, in this report, an 18.8 percent PSE for 
potatoes in Canada (in Table 6.2) means that 18.8 percent of producers' revenues corne 
from government programs such as tariffs, price supports and input subsidies. PSEs have 
typically been calculated for major commodities such as wheat, grains, sugar and dairy. 
PSE statistics have not normally been used, however, for minor commodities such as 
fruits and vegetables. In addition, very few, if any, processor equivalent PSE measures 
have been computed to date. 

PSE measures are estimates, consequently they should be used as an indicator 
of the assistance provided through financial programs. "These measures take account of 
the usual budget outlays that finance such intervention, but also include policies that do 
not result in specific budget outlays such as tariffs, import quotas and permits, and 
variable levies. The results constitute an index of government intervention and provide 
a common basis for cross-country and cross-commodity comparisons" (USDA, 
Government Intervention in Agriculture, 1987). 

Several submissions to the Tribunal noted the importance of assessing the 
significance of existing programs and the effectiveness of targeted versus non-targeted 
programs for the horticultural sector. It must be kept in mind, however, that PSEs 
measure government expenditures and financial assistance provided without expenditures 
(such as import tariffs), and not the benefits derived through the use of government 
programs. For example, benefits derived from research projects often outweigh the 
expenditures incurred. Export enhancement programs can provide long-term benefits 
that exceed yearly government financial contributions. Assessment of program 
eff ectiveness would require a detailed cost-benefit or a cost-effectiveness analysis. These 
types of analysis were outside the scope of this inquiry. Similarly, this inquiry did not 
have the mandate to evaluate trade-distorting measures and programs which may exist 
in either Canada or the United States. 

The general rule for the inclusion of a government program in this study is that 
it should provide an operating benefit to the grower or the processor. In order to 
exclude very minor programs, the Tribunal decided to exclude any assistance which was 
less than 0.2 percent of the cash receipts for the specific commodity under analysis. 

In this analysis of government intervention, government programs were classified 
as revenue-enhancing interventions, cost-reducing interventions or other interventions. 
Table 6.1 provides the classification system used for both Canadian and U.S. programs. 
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Table 6.1 

PROGRAM CLASSIFICATION FOR PSE CALCULATIONS 

TvDe of Intervention Meîhods 

REVENUE-ENHANCING Border Measures 
Price Supports 

Direct Income Supports 

Demand Enhancement 

COST-REDUCING Reduced Input Costs 

Reduced Storage / 
Logistic costs 

Provision of Capital / 
Durable Inputs 

Improved Technology 

OTHER 

Promam Areas 

Tariffs; Non-Tariff Measure2 
Market Orders &. 
Regulations; Price 
Stabilization 
Crop insurance; Disaster 
Compensation; Diversion 
Payment 
Export Incentives; Market 
Development; Trade 
Assistance/ Export 
Promotion 

- 

Raw Materials; Labour; 
Interest Subsidies; Irrigation 
Transportation Subsidies; 
Storage Programs; 
LogistiJHandling Subsidies 
Grants; Non-operating LoaI 
Guarantees; Equity 
Infusions; Capital Goods 
Technology Transfer 

Research & Development 
Grading & Inspection 
Specific Taxation 
Measures Tax Rebates; Sales Tax 

Property Tax Rebates; Fuel 

Rebates 

Each of these program areas may be delivered by the federal government 
(e.g., tariffs), by a provincial or state government (eg., interest subsidies and tax rebates), 
or through shared responsibility (e.g., crop insurance). 

The process of allocating government financial outlays to specific commodities for 
the purpose of PSE caldations is somewhat subjective. For example, an ailocation of 



_- 

a generally available program' may suggest that program expenditures are made on 
some commodities that, in reality, receive no benefit whatsoever. A different allocation 
may produce different results. In general, in this report, revenue-enhancing measures 
were assigned to the individual commodity that adually received the benefit; 
cost-reducing expenditures were allocated on the basis of cash receipts; other 
interventions and the value of taxation measures were allocated across commodities, 
based on their share of the total value of production. In addition, because the regional 
coverage of assistance measures anaiyzed is not complete, especially in the United States, 
the extrapolation of state programs to the national level assumes that the States within 
this study are representative of ali States. 

3. Summary Results 

Using the PSE methodology and the program classification and allocation outiined 
above, the results obtained indicate that, with respect to fresh commodities, the support 
levels for the Canadian and U.S. vegetable sectors are comparable. The Canadian fruit 
sector, however, receives a substantially higher degree of assistance than the U.S. fruit 
sector. When PSEs are calculated without tariffs (which will have been phased out 
by 1998), the support levels for both fruits and vegetables are greater in Canada than 
in the United States. 

Both countries provide support through revenue-enhancing interventions, but the 
United States provides proportionately more support than Canada through cost-reducing 
programs. When intervention is examined by level of government, it appears that in 
Canada, the federal government provides less assistance to the vegetable industry, but 
more assistance to the fruit industry than its U.S. counterpart. Provincial assistance to 
both fruit and vegetable industries exceeds state assistance. Taxation measures do not 
play a major role in government assistance in either country, but Canada seems more 
generous than the United States with assistance through safety net measures. 

With respect to processed commodities, the Canadian sector receives more 
assistance than its U.S. competitor - mostly by means of tariffs. Once tariffs are removed 
from the calculation, it appears that U.S. processors receive more government support. 
Tariffs constitute the major revenue-enhancing intervention which is provided at the 
federal level. Provincial or state assistance is minimal by comparison. Taxation measures 
seem to play a larger supportive role in the United States than in Canada. 

4. Financial Assistance to the Fresh Fruit and Vegetable Sector 

(a) Overall Level of Financial Assistance 

The Canadian fresh fruit and vegetable sector at the farm level is a $1.4 billion2 
industry (1988 data). Of this total, the vegetable sector accounts for just over $1.0 biüion, 

1. A generally available program is not targeted towards particular groups of agriculture 
producers and processors. Expenditures for a generally available program are reported 
in an aggregate format, for example, on an agricultural basis or on a fruit and vegetable 
basis. For example, the Federal Fuel Tax Rebate Program is reported on an agricultural 
basis; the federal research program is reported by crop category, i.e., potatoes, other 
vegetables, all vegetables, tree fruits, berries and ail fruit. By contrast, Crop Insurance 
Program expenditures are reported on a commodity-specific basis. 
2. AU figures are in Canadian dollars. 
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while the fruit sector provides for about $350 d o n .  The total value of United States 
fruit and vegetable production at the farm level, including c i t rus fruit, amounted to 
$25.8 biiiion in 1988. This is 18 times the size of the Canadian industry. In absolute 
terms, financial assistance to Canadian producers of the fruits and vegetables under study 
in Canada was estimated at $313 million on average for the period 1986-89, compared to 
$1,830 million for the United States. 

Table 6.2 shows Canadian and U.S. PSE values for fresh fruits and vegetables by 
commodity. It is evident that using the f d  PSE figure (i.e,, PSE value which includes 
tariffs), the level of Canadian financial assistance to fruits and vegetables is greater than 
the U.S. level. The support levels for the Canadian and U.S. vegetable sedors are 
roughiy comparable - 19.8 percent versus 20.5 percent. The US. PSE values for some 
crops, such as peas and beans, are considerably greater than Canadian ones. The 
Canadian fruit sector, however, receives a substantially larger degree of assistance than 
the U.S. fruit sector - 30.2 percent compared to 10.6 percent. Uniilce vegetables, Canadian 
PSEs for fruits are all greater than U.S. PSEs, although there are pronounced differentials 
in several commodities. 

Vegetables-Total 
Potatoes 
Tomatoes 
Mushrooms 
Sweet Corn 
Carrots 
Letîuce 
Onions 
Peas 
Beans 

Fruits-Total 
A pies 

Peaches 
Pears 

B f ueberries 

Table 6.2 

CANADIAN AND U.S. PSE VALUES 
FOR FRESH FRUITS AND VEGETABLES (%) 

Full PSE PSE Excludina Tariffs 
United United 

Canada States Canada States 

19.8 
18.8 
23.0 
20.5 
23.9 
26.5 
22.7 
25.2 
22.8 
18.8 

20.5 
15.7 
26.6 
24.7 
26.8 
10.4 
13.2 
23.3 
35.1 
29.4 

12.8 
13.4 
14.6 
10.9 
12.0 
20.1 
10.4 
12.6 
14.7 
10.7 

6.2 
7.7 
5.4 
6.2 
7.0 
5.3 
4.7 
6.4 
6.4 
4.7 

30.2 10.6 28.6 9.1 
28.5 9.0 28.5 9. O 
10.3 9.4 10.3 9.4 
34.8 15.9 25.1 11.3 
32.4 10.3 24.5 5.7 

Combined Total 22.6 18.4 17.1 6.8 

Percent PSE = Absolute PSE / Sum of Cash Receipts and Direct Income Transfers 
to producers. 

Source: Deloitte & Touche and the Tribunal. 
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When comparing PSE values without border protection measures (i.e., tariffs), the 
support level for fruits and vegetables in Canada is si 'cantly greater than in the 

opposite is true for vegetables. In most cases, the actual value of tariffs l i~ s  somewhere 
between the full protection calculation and the zero protection measures. 

United States. The differentials between PSE values in 8" 'ts are almost identical. The 

provincial governments that PSE values are unduly inK uenced TK y t e seasonality of 

originally reac 1 ed (Table 6.3). 

(i) Alternative Methodology 

In the light of comments made to the Tribunal b indus re resentatives and 

prices, PSE measures were also calculated by a method which does not take into account 
cash receipts and the underlying prices for crops. The alternative method measures the 
total value of assistance per unit produced. The results show that the level of Canadian 
assistance is enerally greater than the U.S. level, thus confirming the conclusions 

Table 6.3 

CANADIAN AND U.S PSE VALUES FOR 
FRESH FRUITS AND VEGETABLES 

PSE per unit produced 
(CAN$/metric tonne) 

Full PSE PSE Excludine: Tariffs 
United - United 

Canada States Canada States 

Vegetables - Total 39.61 
Potatoes 26.00 
Tomatoes 52.92 
Mushrooms 464.81 
Sweet Corn 39.92 
Carrots 42.73 
Lettuce 106.44 
Onions 65.1 1 
Peas 66.89 
Beans 65.51 

39.48 
17.57 
48.26 

473.92 
35.64 
26.45 
42.47 
40.96 
97.30 
89.28 

25.34 
18.50 
32.44 

248.23 
19.98 
32.44 
49.11 
32.63 
43.22 
36.86 

11.86 
8.53 
9.69 

119.90 
9.30 

13.33 
15.16 
11.26 
17.37 
14.42 

F t ~ i t s  - Total 94.97 30.66 89.13 20.64 
A ples 78.12 23.84 78.12 23.84 

144.52 83.30 144.52 83.30 
228.99 55.68 168.33 39.85 Peaches 

Pears 154.67 29.88 117.03 16.45 

B P ueberries 

3. If a country is a large net importer of a particular commodity, it may generally be 
assumed that the protection derived from the tariff applied to this commodity is close to 
100 percent of the amount of the tariff. On the other hand, if a country is on a 
full export basis and imports are insignificant, it is possible that the tariff has no effect. 
In any other case, the border protection lies somewhere between the full tariff protection 
and the no impact estimate. Detailed commodity and industry analysis would be 
required on a regional basis to indicate whether the border protection is O, 25, 50, 75 or 
100 percent of nominal tariff value. 
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(b) Types and Sources of Financial Assistance 

(i) Types of Interventions 

A Canada-United States comparison of PSE values by classification (Figure 6.1 
and Table 6.4) shows that, for vegetables, in general, the assistance through 
revenue-enhancing programs is smaller in Canada than in the United States. This 
difference can be traced back to tariffs; the United States provides more tariff assistance 
to its vegetable industry than Canada. For fruits, revenue-enhancing assistance is greater 
in Canada for aU commodities, except blueberries. 

As regards cost-reducing programs, the Canadian assistance, for most of the 
individual fruits and vegetables, exceeds the U.S. assistance, but by no more than 
two percentage points on average. It should be noted that many cost-reducing programs 
were docated to specific products on the basis of cash receipts, and therefore are subjed 
to a higher degree of estimation uncertainty. 

As regards other interventions, such as tax provisions and Research and 
Development, Canada provides significantly more financial assistance through these 
rneasures than the United States, with the single exception of potatoes. 

FIGURE 6.1 
PSE VALUES BY CLASSIFICATION 

FRUITS VE G E TA B L ES 

PSE Values (a) PSE Values (W) 
36 

30.3 
30 

26 

20 

16 

10 

6 

n 
CANADA UNITED STATES 

301 26 

20 

16 

10 

6 

O 
CANADA 

20.4 l 

UNITED STATES 

Total PSE Revenue Enhanclng = Total PSE Revenue Enhanclng 

0 Cost Reduclng Oiher Interventlon Cost Reduclng Other lnterventlon 

Source: Deloltte 8. Touche, the Tribunal. 
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(3) Contribution of Selected Interventions to PSE Measures 

As illustrated in Table 6.4, the contribution of the various types of interventions 
to the total PSEs Vary considerably between the two countries and among commodities. 

In Canada, revenue-enhancing intervention makes up between 50 percent and 
60 percent of all financial assistance, except for blueberries and carrots where they 
account for less than 30 percent. A large proportion of assistance for fruit in general is 
provided through stabilization payments and direct income supports. These two types 
of intervention account for more than 40 percent of the total PSE value for fruits (the 
tariffs for fruits being insignificant). For most vegetables, tariffs make up a large part of 
the assistance provided. Assistance through stabilization programs is also prominent. 
Assistance through demand enhancement programs is small compared to other 
revenue-enhanhg intervention. 

Cost-reducinn measures are proportionately the least used method of financial 
support. They makë up less than 15 percent of all assistance, except for blueberries, 
potatoes and carrots. The majority of such assistance is geared to reducing operating 
input costs through provincial programs such as interest rate rebates, fertilizer assistance 
and some provinciaVfederal agreements which lower operating costs. Assistance provided 
through improved technology is minimal. 

The contribution of other intervention measures to total PSEs ranges from 
25 percent to 40 percent, potatoes being the low exception. Assistance is provided 
primady through research and development (3.8 percent PSE value for fruits and 
2.0 percent PSE value for vegetables) and specific taxation measures. 

In the United States, revenue-enhancinn measures account for more than 
50 percent of all assistance for fruits and vegetables, except for apples and blueberries. 
Revenue enhancements make up 73 percent of all assistance to vegetables and o d y  
34 percent to fruits. Tariffs play a major role in the support provided to vegetables. 
Assistance is also provided through crop insurance indemnities and disaster assistance 
payments. The United States also provides a generally higher level of support than 
Canada through demand enhancement measures for domestic and foreign markets. 

The contribution of cost-reducing measures varies among commodities. In 
general, it is lower for vegetables and used mostly to reduce the operating input costs 
in the form of interest rate subsidies on loans and through the Farm Credit 
Administration. 

Tax measures account for nearly two-thirds of all assistance provided through 
other interventions, while research and development constitutes a minor share of the 
total PSE. 
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Vegetables - 
Total 
Potatoes 
Tomatoes 
Mushrooms 
Sweet Corn 
carrots 
Lettuce 
Onions 
Peas 
BeaM 

Fruits - 
Total 

Blueberries 
Peaches 
PW-S 

APP'es 

Table 6.4 

COMPARISON OF PSE VALUES BY CLASSIFICATION (%) 

Canada United States 
Revenue Cost Other Revenue Cast m e r  ~- __.. 

Enhancing Reducing Interventions Enhancing Reducing 

LEV SHR LEV SHR LEV SHR LEV SHR LEV SHR 

9.7 

9.0 
115 
10.7 
14.7 
8.1 

13.2 
14.9 
14.2 
11.2 

14.9 

16.8 
1.8 

18.4 
18.8 

4.3 

5.9 
2.0 
1.3 
1.6 
7.6 
3.7 
21 
1.9 
1.4 

7.3 

3.7 
4.4 
2 2  
2 6  

5.8 

3.9 
9.5 
8.4 
7.7 

10.8 
5.8 
8.2 
6.7 
6.2 

8.1 

7.9 
4.2 

14.1 
11.0 

14.9 

9.0 
21.9 
18.5 
a . 9  
5.5 
8.6 

17.6 
30.5 
24.7 

3.6 

1.7 
4.1 
8.1 
5.6 

2 9  

2 5  
3.2 
2 6  
2.7 
3.1 
3.0 
3.9 
2.6 
2 6  

2 8  

2 6  
2.5 
3.0 
3.2 

Interventions 

LEV SHR 

2.6 

4.2 
1.5 
3.6 
3.3 
1.8 
1.5 
1.7 
21 
21 

4.2 

4.7 
2.9 
4.8 
1.5 

Percent PSE = Absolute PSE / Sum of cash receipts and direct income transfers to producers. 
LEV = Percent PSE level (%). 
SHR = This çhaded column shows the percentage share of the various areas of intervention to the total PSES. 

Figures may not add up due to rounding. 

Soume: Deloitte & Touche and the Tribunal. 

One of the more controversial cost-reducing measures is government assistance 
through water subsidies. The controversy results mainly from the difficulty of estimating 
the value of the subsidies. Reliable estimates on water subsidies depend, to a large 
extent, on the choice of interest rate to value the government's interest-free loans to fund 
the projeds, the value applied to extension of the repayment period, allowances for 
periods of repayment and other subjective factors. 

Examples of existing estimates of water subsidies in the United States range from 
USS8 million in 1989 for fruits and vegetables (Deloitte & Touche, 1991) to US$85 million 
in 1986 for the following crops: barley, corn, Cotton, oats, rice, sorghum and wheat 
(Moore, McGurkin, 1988) to US$97.5 million for the fiscal year 1982-83 for ali crops (Arcus 
Consulting, 1985). 

On the other hand, water resource assistance in Canada is much more limited. 
It has been estimated that Canada spent only about $17 miliion on all crops in 1985 to 
help its farmers adopt produdion-enhancing practices such as irrigation, improved 
drainage and land clearing. This figure, however, does not include expenditures made 
on multi-purpose projects with such uses as flood prevention, electricity generation, and 
water for cooling, recreation and irrigation. Some irrigation projects in Canada also 
receive public funds which are of relatively minor significance. 
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Several concerns were raised throughout this inquiry with reference to water 
subsidies and water availability, especially in California. Such subsidies are beiieved to 
exist because of the below-market pricing of irrigation water provided through federal 
and state projects. Many sources of water are available to the horticultural sedor in 
California. Sources are either on-farm (on-farm Wells and on-farm surface water) or 
off-farm through the U.S. Federal Bureau of Reclamation and State water projects, or 
through other off-farm sources such as private irrigation companies and other 
landowners. The following table (Table 6.5) shows that off-farm water provided half of 
California's agricultural water supply in 1988. The U.S. Bureau of Land Reclamation 
supplied the largest share (about 30 percent) of all the water used in agriculture while 
the California State Water Project supplied about 5 percent. The remainder came from 
other sources. 

Total Wells Surface 

49.2% 42.8% 6.4% 

Table 6.5 1 -  ~ 

Total Bureau of State Water Other Off-Farm 
Reclamation Project Surface 

50.7% 30.3% 4.6% 15.8% 

DISTRIBUTION OF IRRIGATED FARMS BY 
PRINCIPAL SOURCE OF WATER IN CALIFORNIA (1988) 

1 ON-FARM SUPPLY OFF-FARM SUPPLY 

Source: John Hanchar, USDA, Irrigated Amiculture in the United States: 
State-Level Data, Jan. 1989. Table 14. 

Regardless of the availability of water sources in California, several water 
conservation measures and reductions in water transfers have been put in place to 
alleviate some of the effects of the drought. Although a continuing drought may be 
devastating for agricultural production in the long run, the current short supply of water 
may have the surprising effect of increasing fruit and vegetable production. The scarcity 
of water may act as an incentive to divert production from water-intensive and relatively 
lower value crops such as Cotton and nce to higher value commodities such as fruit and 
vegetables. In addition, the adoption of new and more efficient irrigation techniques 
such as drip irrigation may enhance fruit and vegetable production. 

In terms of financial assistance through irrigation subsidies, the available 
information shows that the U.S. Federal Bureau of Reclamation4 water subsidy for alI 
fruits and vegetables grown on Reclamation lands in the 17 western States was almost 

4. The U.S. Federal Bureau of Reclamation administers water projects in 17 western 
States. Federal irrigation water is priced by evaluating the future income potential of the 
irrigated land under each specific project. In addition, loans for water projed 
construction costs are free of interest and their repayment terms are generally 40 years. 
Two components of the price-setting procedure result in subsidy: 1) setting contractual 
water price on the irrigators' ability to pay rather than on the actual cost of water supply, 
and 2) funding water project construction costs without charging interest on the loaned 
funds. 
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$54 million in 1989 (üS!§48 million). This amounts to a federai PSE value of 0.25 percent. 
On the state level, financial assistance through irrigation subsidies has a neghgible PSE 
value. 

In the PSE calculations, federal water subsidy rates are defined as the difference 
between contract prices (ability to pay) and the full-cost price (the actual construction 
and financing cost of a project) for the projects. This subsidy rate is then multiplied by 
the planted acreage of specific fruits and vegetables on Bureau of Reclamation lands. The 
PSE calculation does not account for interest forgiven on construction loans (the loans 
being interest free). The value of the interest-free loan can be substantial because of the 
long repayment period. This PSE, therefore, represents only a lower boundary of the 
actual federal expenditure on irrigation water. 

An alternative method of assessing the implicit subsidy provided to users of 
agridtural water would take into account the difference between residential and 
agricultural water costs. A detailed analysis of cost structures for a large number of 
water districts would be required to effectively determine the level of subsidy. However, 
based on a very small sample of agricultural and urban costs for water in Caiifornia, the 
differences in cost are considerable; residential water being 1.5 to 28 times more expensive 
than agricultural water. Nevertheless, when the differences are translated into PSE 
values, these range from 1.6 percent to 3 percent for various commodities. These figures 
are 8 to 10 times higher than the values obtained using the original PSE caldations 
method. When compared to the total PSE, however, even these higher PSE values for 
federal irrigation water are rather modest. 

(iü) Sources of Intervention by Level of Government 

A Canada-United States comparison (Table 6.6) shows that, overall, the Canadian 
federai government provides less assistance for vegetables than its U.S. counterpart, but 
more assistance for fruits, while provincial assistance exceeds state assistance for both 
fruits and vegetables. 

In Canada, in general, the federal PSEs are larger than provincial PSEs in the area 
of revenue-enhancing interventions, mostly on account of tariffs and other interventions 
which comprise grading and inspection programs. The provincial PSEs are higher for 
cost-reducing interventions which include assistance through provision of capital and 
durable inputs. Taxation measures have a significant impact on provincial PSEs. Price 
support deficiency measures also have a large impact at the federal and provincial levels. 

In the United States, the federal government provides generaiiy a greater level 
of support than state governments through revenue-enhancing, mostly on account of 
tariffs, and cost-reducing interventions. Tax measures such as tax exemptions, property 
tax and fuel tax rebates account for a sigrdiCant level of state assistance. A noticeable 
portion of state expenditures are state cooperative extension services (cost reductiod 
improved technology). In the area of cost-reducing interventions, federal PSE values are 
consistently higher than state values because of greater support through provision of 
capital. 
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Table 6.6 

COMPARISON OF PSE VALUES BY SOURCE (%) 

Federal- 
Canada 

TYPE OF INTERVENTION 

Revenue-Enhancing 
Vegetables 8.9 
Fniits 9.4 

Cost-Reducing 
Vegetables 1.6 
FniitS 0.2 

Oiher 
Vegetables 
F d t S  

3.1 
4.6 

Total 
Vegetables 13.6 
Fruits 14.2 

Federal- 
United States 

14.8 
3.5 

2.4 
2.4 

1.3 
1.1 

18.6 
6.9 

Provinces- 
Canada 

0.8 
5.5 

2.7 
7.1 

2.7 
3.5 

6.2 
16.0 

Source: Deloitte & Touche and the Tribunal. 

States- 
United States 

0.1 
0.2 

0.5 
0.4 

1.3 
3.2 

1.9 
3.8 

(c) Tariffs as Government Intervention 

S i c e  CUSTA will eliminate all tariffs by 1998, PSEs without border measures 
depict a scenario similar to what could be expected in 1998 (Table 6.2). 

With respect to vegetables, the removal of tariffs wili cause a situation whereby 
the financial assistance provided by Canada is greater than in the United States. With 
respect to fruits, the differentials between Canadian and American PSEs remain more or 
less constant with or without tariffs - 19.6 percent versus 19.5 percent. In other words, 
current U.S. tariffs on vegetables are generally higher than Canadian tariffs. 

In Canada, the PSE value for tariffs is four times higher for vegetables than for 
fruits (7.0 percent vs. 1.6 percent) and varies considerably between individual 
commodities. For some vegetables (lettuce, onions, sweet corn), tariffs are by far the 
most significant measure of financial assistance. In total, they account for a third of the 
vegetable PSE. They account for less than one tenth of the total PSE for fruits. 

In the United States, PSE value for tariffs for vegetables is 10 times higher than 
for fmits. As such, tariffs account for nearly two-thirds of the PSE for vegetables. 
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(d) Taxation Measures as Government intervention 

Even though tax rebate programs are generally included in PSE calculations, it is 
sometimes argued that they should not be included because they are not really a 
financial tramfer providing a benefit, but merely an effiaent way to administer tax poiicy. 
Examples of such rebates include the rebate (or exemption) of the on-road fuel tax, the 
rebate (or exemption) of statdprovinaal r e m  sales tax, and the rebate or lower 
assessment associated with property taxes. Table 6.7 shows PSE values for taxation 
measures. 

In Canada, taxation measures account for about one tenth of all finanaal 
assistance. However, they make up 40 percent of all financial assistance provided 
through other interventions. Provinces are the main users of taxation measures through 
programs such as property tax rebates and fuel tax rebates. 

In the United States, taxation measures are used more extensively for fruits than 
for vegetables. They make up about two-thirds of the total other intervention measures. 
State tax measures frequently include such items as sales tax exemptions, property tax 
rebates and fuel tax rebates. 

Table 6.7 

TAXATION MEASURES AS FINANCIAL ASSISTANCE (%) 

Canada United States 
% Share of 

PSE Total PSE - PSE Total PSE 
% Share of 

Vegetables 1 Fruits 
2.2 I l  1.7 8 
3.2 11 3.6 34 

1 Source: Deloitte & Touche and the Tribunal. 

Taxation measures do not play a major role in government finanaal assistance. 
When taxation measures are removed from the calculation of PSEs, the following overall 
PSE values result (Table 6.8): 
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Table 6.8 

FINANCIAL ASSISTANCE WITH AND WITHOUT TAX MEASURES 

Vegetables 
Fruits 
Combined Total 

Canada United States 
PSE without PSE without 

- PSE Tax Measures PSE Tax Measures 
% % % % 

19.8 17.6 20.5 18.8 
30.2 26.9 10.6 7. O 
22.6 18.9 18.4 16.2 

~~ 

Source: Deloitte & Touche and the Tribunal. 

(e) Safety Net Measures 

"Safety net" programs are designed to protect against economic losses resulting 
from natural hazards anaor poor market conditions. They include, among other 
programs, crop insurance, disaster compensation and price stabilization. Canada provides 
a larger proportion of its financial assistance through safety net measures than the 
United States (Table 6.9). 

In Canada, safety net measures for fruits have a higher PSE value than for 
vegetables and account for more than 40 percent of total PSE. The contribution of 
financial assistance through safety net measures to total PSE varies among fruits. They 
account for a significant portion of the revenue-enhancing intervention for fruits 
(85 percent) and to a lesser extent for vegetables (21 percent). 

In the United States, safety net measures for fruits and vegetables have a low PSE 
value. Like Canada, the proportion of financial assistance through these measures varies 
among the specific fruits. The proportion of financial support through safety net 
measures to total financial assistance is less than 4 percent for all vegetables under study. 

Table 6.9 

SAFETY NET MEASURES AS FINANCIAL ASSISTANCE (%) 

Canada United States 
% Share of % Share of 

pJ Total PSE PSE Total PSE 

Vegetables 
Fruits 
Combined Total 

2.1 10.6 0.5 2.4 
12.7 42.0 1.4 12.9 
5.0 22.2 0.7 3.7 

1 Source: Deloitte & Touche and the Tribunal. 
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5. Financial Assistance to the Processed Fruit and Vegetable Sector 

(a) Overall Level of Financial Assistance 

The Canadian fruit and vegetable processing sector is a $3.6 billion sector in terms 
of value of shipments (1989 data). It also provides $1.6 billion in value added? The 
largest component is vegetable processing. The U.S. fruit and vegetable processing 
industry had a total shipment value of $29 billion in 1987, with value added estimated 
at $13.4 billion. The largest sedor of this industry is canned vegetables. Financial 
assistance to processors in Canada was estimated at $367 million on average for the 
period under study, compared to $1,649 million for the United States. 

Table 6.10 shows Canadian and U.S. processor equivalent PSE values with and 
without tariffs. Using the full PSE value, it is evident that financial assistance is greater 
in Canada than in the United States. Both processing sedors receive the majority of 
support through tariffs. When tariffs are removed, the Canadian processor equivalent 
PSE levels are low (0.4 percent) and U.S. processors receive somewhat more support than 
Canadian processors. The processing sector will lose a large portion of its support once 
tariffs are removed through CUSTA. The U.S. PSE values are greater than the 
corresponding Canadian PSE values for individual commodities. The differentials 
between the level of assistance for all processed products (2.3 percentage points) are not 
as large as the differentials found for fresh fruits and vegetables. 

Table 6.10 

PROCESSOR-EQUIVALEI" PSE VALUES FOR 
CANADA AND THE UNITED STATES ( % O )  

Full PSE PSE without Tariffs 
Canada United States Canada United States 

Vegetables 24.6 15.6 0.5 2.9 
Fruits 24.7 10.6 0.1 2.6 
Combined Total 24.6 13.7 0.4 2.7 

Percent PSE = Absolute PSE / Value added. 

Source: Deloitte & Touche. 

5. The processor equivalent PSE measures assistance relative to value added. Value 
added refers to the contribution of the processing activity. It is defined as the difference 
between the value of shipments and the costs of materials (i.e., raw product, other 
supplies and utilities). Essentially, the contribution of labour and capital is the value 
added. 

121 



(b) Types and Sources of Financial Assistance 

(i) Types of Intervention 

Figure 6.2 illustrates the comparable levels of support provided in Canada and in 
the United States. 

In Canada, by far, most financial assistance is provided through 
revenue-enhancing intervention (Table 6.11). Cost-reducing intervention has a 
sigruficantly lower PSE value, Other intervention measures are essentially negligible (i.e., 
below the cutoff threshold). Revenue-enhancing programs other than tariffs 
(e.g., demand enhancementhrade assistance) are insigruficant. Examples of cost-reducing 
interventions include capital assistance and gants to improve technology or expand 
operations. Overall assistance in this area is less than one-half a percent of the value 
added in the sector. Table 6.11 shows also the contribution of the various types of 
intervention to the total PSE. 

In the United States, the situation is similar: revenue-enhancing intervention 
provides the most financial assistance. Cost-reducing interventions have a lower PSE. 
However, assistance through other interventions is larger than for cost-reducing. Tariffs 
and demand enhancement programs (Food and Nutrition Service programs) make up the 
bulk of revenue-enhancing interventions. Assistance to reduce operating input costs, 
such as job training programs, accounts for the largest portion of cost-reducing 
interventions, while specific tax measures, such as tax exemption on foreign sales 
corporations, contribute largely to other interventions. 

FIGURE 6.2 
PROCESSOR EQUIVALENT PSE BY CLASSIFICATION 
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Table 6.11 

COMPARISON OF PROCESSOR-EQUIVALENT PSE VALUES 
BY CLASSIFICATION (%) 

Canada United States 
Revenue cost Other Revenue Cod Other 

Enhancing Reducing Interventions Enhancing Reducing Interventions 

LEV SHR LEV SHR LEV SHR LEV SHR LEV SHR LEV SHR 

Vegetables 24.1 0.5 O 14.0 0.3 1 A 
Fruits 245 o. 1 O 9.1 0.2 1.2 
Combined 24.2 0.4 O 121 0.3 1.3 
Total 

Percent PSE = Absolute B E  1 Value addeci. 
LEV = Percent PSE level (96). 
SHR = This shaded colurnn shows the percentage share of the various areas of intervention to the total PSEs. 

Figures may not add up due to rounding. 

Source: Deloitte & Touche and the Tribunal. 

(ii) Sources of Intervention by Levels of Government 

In Canada, because of the importance of tariffs, financial assistance provided to 
the fruit and vegetable processing industry by the provinces is negligible. Even with 
tariffs removed, provincial assistance accounts for less than half a percent of total 
assistance. Provinces provide support exclusively through cost-reducing intervention to 
canned, but not frozen fruit and vegetables. 

In the United States, the federal government &O contributes the largest portion 
of financial assistance. State assistance is minimal, but greater than the assistance 
provided by the provinces, accounting for 1 percent of total assistance on average, and 
is provided mainly through tax measures. 

(c) Tariffs as Govenunent Intervention 

As demonstrated in Table 6.10, Canadian and U.S. processors receive a high level 
of assistance through tariffs. Canadian processors receive significantly more support than 
their American counterparts. Once tariffs are removed, U.S. processors will benefit from 
a higher level of support due mainiy to demand-enhancing programs and some 
international business tax exemptions. 
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Almost all Canadian assistance to processors is in the form of tariff protection 
measures6 (Table 6.11). Tariffs make up 98.5 percent of all financial assistance and are 
applied exclusively by the federal government. 

In the United States, most of the assistance provided to processors is also in the 
form of tariffs. They account for 80 percent of all financial assistance and a 10 percent 
PSE. 

(d) Taxation Measures as Government Intervention 

In Canada, other intervention measures, such as research and development and 
tax rebates, have not been identified as a significant means of financial assistance for 
processors, either at the federal or provincial level. 

In the United States, however, assistance through taxation measures has a 
PSE value of 1.2 percent and accounts for 93 percent of all assistance provided by other 
interventions. Tax measures are predominantly used by the various States and account 
for 90 percent of all state financial assistance, the remainder consisting of assistance 
through grading and inspection and through cost-reducing measures. 

6. As we noted earlier, the existence of an import tariff does not necessarily imply that 
border protection is provided to growers or processors. For some products, where a 
country is a large net importer, it can safely be assumed that the tariff protection is close 
to 100 percent. In other cases, the border protection is somewhere between the no tariff 
impact and the full impact estimate. For example, the 23.4 percent PSE estimate for 
frozen fruits and vegetables is derived using full tariff protection potential. But, given 
that Canada is a net exporter of frozen product and a net importer of other processed 
commodities, the effective border protection provided to the frozen sector is probably 
about 7 percent. This esthate is based on a qualitative/quantitative assessment of 
protection and export shipments, and assumes a 25 percent border protection. At the 
7 percent level, the Canadian PSE estirnate would be lower than the American estimate, 
simiiar to a situation where no tariff protection was in place. 
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CHAPTER VI1 

TAXES, TARIFFS AND REGULATIONS 
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1. Introduction 

Taxation is a key variable in assessing the competitiveness of an industry vis-à-vis 
its foreign trading partners. Representatives of the horticultural industries communicated 
to the Tribunal their concerns about selected tax provisions in Canada as they affect the 
competitive position of their industry vis-à-vis the United States. These concerns 
included: write-off of investments in new technology, investment tax credits and the 
goods and services tax. 

2. Taxation: A Comparison of Relevant Provisions in Canada and the 
United States' 

Comparing taxation systems in any two countries is an onerous task because of 
the multitude and complexity of provisions, as well as frequent changes in these. 
Nevertheless, the insights gained by such cornparisons make them well Worth the effort. 

The main features of the Canadian and U.S. tax systems were compared for both 
fruit and vegetable growers and processors. A range of simulations, specified by the 
Tribunal, was run by the Department of Finance to compare the tax burden of different 
types of Canadian growers to the burden they would assume if they were operating in 
the United States. 

A review of these cornparisons suggests, contrary to popular perceptions, that the 
tax buden  is quite similar in both countries. The major tax reforms, which took place 
in Canada and in the United States during the mid-Ns, have served to bring the 
two systems closer in line with one another. This conclusion is similar to the one 
expressed by the Task Force on Competitiveness in the Agri-Food Industry in its Final 
Report to Ministers of Agriculture in 1990. 

(a) Personal Income Tax Provisions 

Since approximately 90 percent of horticultural farmers in Canada are not 
incorporated, and they are responsible for about 60 percent of gross horticultural farm 
income, the relative structures of the Canadian and U.S. personal income tax systems are 
important to the understanding of the competitive position of the industry in the 
two countries. 

In addition to the general personal income tax provisions available to all 
individuals, horticultural producers in Canada and the United States benefit from special 
tax measures available only to farmers. This comparison will focus on the main federal 
tax provisions affecting farmers. 

1. In preparing this section, the Tribunal sought the assistance of the Tax Policy and 
Legislation Branch of the Department of Finance. However, the judgments are those of 
the Tribunal. 
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Table 7.1 summarizes the similarities and differences of the various personal 
income tax provisions specifically designed for farmers in Canada and the United States, 
as discussed above. Discussion of each provision follows. 

Measure 

Table 7.1 

SUMMARY OF SPECIFIC F A R M  MEASURES 
IN CANADA AND THE UNITED STATES 

Cash-Accounting Method 
Flexible Inventory Valuation 
Restricted Farm Losses 

Pre-Produdion Expenses 

Depreciation 

Capital Gains 

Canadq 

available 
available 
claim limited to net farm 
loss of $15,000 
some capital expenses 
are deductible 
optional 
declining balance 

75 percent taxable and 

exempted 
first $W,OOo of gain 

United States 

available 
not available 
no comparable measure 

some capital expenses 
are dedudible 
mandatory 
double-decllliing balance 
with switch to straight 
line option 
fully taxable and no 
exemption 

Mortgage Interests generally not deductible fully deductible 

(i) Methods of Computing hcome 

In both Canada and the United States, farmers may use either the cash or accruai 
method to calculate their farming income. Under the cash method, farmers report 
income in the year it is received and deduct expenses in the year they are paid. Under 
the accrual method, farmers report income in the fiscal period it is earned, regardless of 
when the payment is received, and deduct expenses in the fiscal year they are i n m e d ,  
whether or not they have been paid in that period. 

The cash-accounting method is preferable to the accrual-accounting method for 
many growers because it gives them the flexibility to shift expenses to high-income years 
and/or shift receipts to high expense years. For example, cash accounting could 
significantly reduce the tax base in a period when farms are growing and expenditures 
are greater than receipts. 

(3) Flexible hventory Valuation 

Introduced as part of the tax reform of 1987, this measure allows Canadian 
farmers to include in their income an amount up to the fair market value of inventory 
on hand at year end. However, the amount included in the income of any given year 
m u t  be deducted from the income of the following year. 
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When used in conjunction with the cash-accounting method, this provision allows 
farmers to make full use of non-refundable credits, maximize their contributions to the 
Canada or Quebec Pension Plans and to Registered Retirement Saving Plans (RRSPs) and 
reduce the fluctuations of income from year to year. This method is likely to benefit 
farmers Who produce storable crops such as potatoes. 

No comparable measure is available in the United States. 

(iii) Restricted Farm Losses 

When the expenses of a farm business exceed the income for the year, the result 
is a net operating loss. In both Canada and the United States, the tax systems iimit the 
amount of net operating loss that farmers can claim. 

In both countries, the deductibility of farming losses is denied to hobby farmers. 
In Canada, losses from. a farming operation are not deductible if the taxpayer's operation 
cannot be considered a business, and this is determined by means of a test of reasonable 
expectation of profits. In the United States, if profits occur in any three of five 
consecutive years ending with the tax year in question, the farm activity is presumed not 
to be a hobby, and individuals may then deduct the full amount of their farm losses 
against other income. 

In addition to the above, farm losses may be restricted in Canada if the farming 
activity is not the chief source of income. This situation may arise when a taxpayer is 
engaged on a full-time basis in another occupation. The maximum amount that a farmer 
can then claim against other sources of income in a year is $8,750 (equivalent to a net 
farm loss of $15,000). Any farm loss in excess of this limit is the taxpayer's "restricted 
farm loss" for the year. This loss, however, can be deducted against net farm income of 
the three preceding or the 10 subsequent years. 

Restrictions on farm losses are necessary to ensure that the tax advantages of cash 
basis accounting and other measures available to farmers are of benefit mainly to 
"full-time" farmers. 

(iv) Pre-Production Expenses 

In Canada, farmers may deduct certain capital expenses immediately rather than 
capitalize them. Deductible capital expenses include costs for clearing and levelling land 
as well as the cost of installing a land drainage system. The benefits are twofold: first, 
there is an  immediate, full deduction of the expense, and second, there is no recovery of 
the depreciation when the property is sold. Although the cost of planting trees, shrubs 
and other similar plants is not deductible or capitalized in Canada, the cost of replacing 
them is generally deductible. 

In the United States, land clearing expenditures must be capitalized. Other capital 
expenditures incurred by the farmers may be deductible, but with some restrictions. For 
instance, land drainage costs are deductible only if the system is part of a water 
conservation plan and the deduction is partly recoverable if the property is sold within 
nine years. Also, tree-planting expenses are deductible only if the trees will generate 
revenue within two years. Otherwise, tree-planting expenses are capitalized. 
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(v) Depreciation 
, .  . I I  

In both Canada and the United States, farmers may recover, through annual 
deductions, the cost of Cepreciable properties. In Canada, depreaable properties are 
grouped together in classes by types of assets, while in the United States, they are 
grouped by economic life, which is determined by the intended use. 

Generally, in Canada, the depreaation is calculated on a declining balance while 
in the United States, it is first calculated on an accelerated declining balance, switching 
to straight-line depreciation as soon as it becomes favourable to the taxpayer. 

Table 7.2 shows the declining-balance depreaation rates for assets of particular 
interest to farmers engaged in horticulture. 

Another difference between the Canadian and U.S. depreaation provisions is that, 
in Canada, the taxpayer may eled not to claim any or only part of the capital cost 
allowance in a given year, whereas depreciation is mandatory in the United States. This 
measure favours Canadian farmers because they may choose to forego the capital cost 
allowance if they do not have taxable income. Conversely, U.S. farmers must claim 
depreciation whether or not they have a taxable income, which could result in lost 
deductions if the farmer is unable to use his losses carried forward within the prescribed 
t h e .  In the United States, non-capital losses may be carried back three years and 
forward 15 years, which may be seen as compensating for mandatory depreciation. 

(vi) Capital Gains 

When a capital property is sold, and the sale price is higher than the original cost 
of the property plus any other costs such as renovations or improvements, the result is 
a capital gain. 

In the United States, the capital gain exclusion was eliminated by the tax reform 
of 1986. In Canada, only 75 percent of the capital gain is included in taxable income. 
Moreover, while all Canadian taxpayers are exempted from paying taxes on their first 
$lûû,ûûû of capital gains, Canadian farmers benefit from an additional $4ûû,ûûû exemption 
on qualified farm property. There is no comparable measure in the United States. 

Furthermore, whereas in Canada, the capital gain resulting from the sale of a 
principal residence is not subject to taxation, in the United States, it is. 
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Table 7.2 

DEPRECIATION RATES 
Assets Canada United States 
Farm Machinery 30.9 percent2 

- mage equipment 20 percent (7-year recovery period) 
- tractors and combines 30 percent 

Cars and Trucks 

Farm Buildings 

Greenhouses 

30 percent 42.7 percent 

4 percent 8.6 percent 

10 percent 21.8 percent 

(5-year recovery period) 

(20-year recovery period) 

(10-year recovery period) 
Climate-controlled Fresh 
Fruit and Vegetable 20 percent 21.8 percent 
Warehouse (10-year recovery period) 

(vü) Mortgage Interests 

In Canada, interest paid on farm property, other than a principal residence, is 
deductible. However, if the farm house is used for business purposes, farmers may 
deduct a portion of the mortgage interest expenses. In the United States, mortgage 
interest charges incurred with respect to both farm propew and a principal residence are 
fully deductible. 

(a) Impact of Persona1 Income Tax on Horîicultural Farmers 

Tax simulations were conducted with the assistance of the Tax Policy and 
Legislation Branch of the Department of Finance to compare the tax burden of a 
Canadian taxpayer operating a horticultural farm in Canada to the tax burden that this 
taxpayer would assume in the United States. 

The gross farm income and expenses of these typical farmers are based on 
unpublished Statistics Canada data. Three types of horticulturai farmers were compared: 
an apple producer, a potato grower and a vegetable grower. Apple producers were 
further broken down into three gross farm income groups, $5û,ûûû, $lûû,ûûO and $200,000, 
white the potato and vegetable growers were broken down into gross farm income 
groups of $ioO,ooO, $200,000 and $5OO,ûOû. In addition, typical cases were examined using 
the mortgage interest on the entire farm property reported in the Statistics Canada data 
and also under the assumption of no mortgage. In total, eighteen cases were compared. 
It was assumed that each farmer had $20,000 of non-farm income, which is consistent 
with Income Taxation Statistics. 

2. Equivalent declining balance rate, whose present value is similar to the present value 
of the 7-year recovery period rates. 
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... 

The tax calculations were based on the personal tax rates in British Columbia and 
the State of Washington for the apple producer, in Prince Edward Island and Maine for 
the potato grower, and in Ontario and the State of New York for the vegetable grower. 
They included estimates of social security taxes (excluding government-sponsored health 
plans). The taxpayer was assumed to be married, 4th a non-working spouse and 
two dependent children. The tax simulation took into account the mortgage interest and 
property tax deductibility in the United States and Merences in the depreciation rates 
in the two countries. 

Table 7.3 shows that the personal income and social security tax burden on small 
and medium size horticultural farmers is generally lower in Canada than in the 
United States, while it is higher for larger producers. This difference reflects the higher 
progressivity of the Canadian tax system vis-à-vis the U.S. system, rather than differences 
in the specific tax provisions provided to horticultural farmers. 

Table 7.3 

COMPARISON OF CANADA/UNITED STATES PERSONAL 
INCOME TAX, INCLUDING SOCIAL SECURITY 

Taxes Paid, By Farm Type and ïncome 

Canada United States 

Income- 50 100 200 500 50 100 200 500 

With Farm 
Property Mortgage 

Potato Grower 6.2 6.4 26.7 6.7 7.7 23.5 
Vegetable Grower 3.0 4.4 27.3 4.1 6.3 25.3 

Without Farm 
Property Mortgage 
Apple Producer 3.7 7.2 17.1 5.1 8.4 15.3 
Potato Grower 8.6 11.1 38.2 8.3 10.8 32.6 
Vegetable Grower 6.2 10.8 39.0 7.2 11.5 35.4 

Apple Producer 2.1 3.3 7.9 3.5 5.4 10.0 

@) Income Tax Provisions Affecthg Processors 

In Canada, income generated from the processing of fruits and vegetables benefits 
from the preferential tax treatment generaily provided for manufacturing and processing 
activities. Such treatment is made up of a depreaation rate which represents an 
acceleration over economic depreaation, a lower tax rate on profits and, in certain 
regions, investment tax credits. 

The U.S. tax system contains fewer specific preferences for manufacturing. The 
general system, however, provides accelerated depreciation and an export incentive. 
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Where U.S. corporations extensively avail themselves of tax preferences, their value will 
be reduced by the Alternative Minimum T a .  

(i) Determination of Taxable incorne 

Processing activities are not eligible for the cash method of accounting in Canada 
or in the United States even if undertaken by an integrated horticultural corporation. 

(Ü) Depreciation 

The specific provisions for the tax depreciation of fruit and vegetable processing 
Table 7.4 describes the main assets are different in Canada and the United States. 

features of depreciation in both countries. 

Table 7.4 

COMPARISON OF DEPRECIATION FEATURES 

Depreciation Method 

Applicable rate 

Mandatory deduction 
Recapture of accelerated 
deduction 

Recapture of excess 
depreciation on disposition 
Applicable conventions 

Canada 

Declining balance 

25 percent 

No 
None 

Yes (if no assets left in 
class) 
Half-year and available 
for use 

United States 

Double-declining balance 
with switch to straight 
line 
30.9 percent3 
(7-year recovery period) 
Yes 
Possible in same year if 
Alternative Minimum 
Tax is applicable 
Yes 

Half-year and put in 
service 

Options No Yes (straight line) 

In Canada, the write-off rate is 25 percent declining balance. The write-off rate 
is slightly faster in the United States, as it roughly corresponds to a 31 percent declining 
balance rate. 

Additional incentives are provided by provinces such as Quebec and Ontario Mth 
respect to the write-off of manufacturing and processing equipment. In Quebec, such 
equipment acquired after May 21, 1988, is eligible for a 100 percent write-off in the year 
of the acquisition. In addition to the regular capital cost allowance, Ontario allows a 
special deduction (30 percent in 1991) for such equipment in the year of acquisition. This 

3. Equivalent declining balance rate, whose present value is similar to the present value 
of the 7-year recovery period rates. 
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special deduction is, however, expected to be discontinued in 1992, except for pollution 
control equipment. 

(iii) Los5 Provisions 

In Canada and the United States, general loss provisions apply with no partidar 
restriction to the processors of fruits and vegetables. For non-capital losses in Canada, 
the carry-back period is 3 years and the carry-forward period is 7 years. In the 
United States, the only difference is a carry-forward period of 15 years. 

(iv) Tax Rates 

The Canadian federal tax rate of 28 percent applies to all corporations, with the 
exception of Canadian-controlled private corporations which benefit from the small 
business rate of 12 percent on their first $200,000 of active business income. Canada also 
has a 3 percent surtax which effectively increases the general rate to 28.84 percent. 

The US. federal corporate income tax rate is 34 percent; graduated rates ranging 
from 15 percent to 34 percent apply to the first $100,000 of taxable income. The benefit 
of the lower rates is recaptured through an additional 5 percent tax rate which applies 
on taxable income between $ i O O , O ~  and $335,000 and which eliminates the benefits of 
the graduated rates for corporations with taxable income in excess of $335,000. 

The Canadian small business rate provides an advantage to all corporations since, 
unlike in the United States, no attempt is made to recapture its benefits for large 
corporations. The Canadian rate is among the lowest in the world. 

In Canada, income derived from the processing of fruits and vegetables benefits 
from the lower rate applying to Canadian manufacturing and processing income which 
is 23 percent, compared to the general rate of 28 percent. The rate reduction applies to 
domestic and export sales, but does not apply to income eligible for the small business 
deduction. 

The U.S. tax law does not provide a preferential tax rate on income from 
manufacturing and processing activities. However, it offers a rate reduction on the 
export-related earnings of certain corporations referred to as foreign sales corporations. 
To quahfy as a foreign sales corporation, a Company must meet strict requirements, i.e., 
it must be incorporated outside the United States, have no more than 25 shareholders 
and must perform directly, or on a contract basis, all activities connected Mth the sale 
of export goods. A portion of the foreign sales or commission income of a foreign sales 
corporation is exempt from U.S. tax provided it is derived from the foreign presence and 
economic activity of the foreign sales corporation. Distributions from foreign sales 
corporations to their shareholders are not subject to further tax in the hands of 
shareholders. 

The applicable provincial/state statutory corporate income tax rate must be added 
to the federal rate in order to complete the tax rate picture. For Canadian provinces, 
these rates range from O percent (three-year tax holiday for new businesses in Quebec) 
to 17 percent (Newfoundland rate on income not eligible for the small business 
deduction). U.S. rates range from O percent (no corporate income tax in the State of 
Washington) to 12 percent (Iowa's top rate). 
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As shown in Table 7.5, the resuit of comparing the combined federaV provincial 
and federastate income tax rates varies greatly according to the location and size of the 
fruit and vegetable processing corporation. While small corporations benefit from lower 
tax rates in Canada, large corporations in New Brunswick and Ontario have lower rates 
than in nearby States. 

Table 7.5 

CORPORATE TAX RATES' FOR FRUIT AND 
VEGETABLE PROCESSING CORPORATIONS 

Areas of Cornparison Canada United States 
Srnall' ~ a r g e ~  srnail' w s  

(%) (%) (%) (%) 

New-Brunswick / Maine 21.8 39.8 27.7 39.9 
Ontario / New York 22.8 38.3 30.3 40.8 
British Columbia / Washington 21.8 37.8 22.3 34.0 

1. Rates provided are combined federal/provincial or federastate corporate income 
tax rates. Combined U.S. rates take into account that state taxes are dedudible 
for federal corporate income tax purposes. Rates are effective as of July 1, 1991. 

2. Small business rates apply to first $200,000 of Canadian-controlled private 
corporations' business income. 

3. Top rates for processing activities. 
4. Small business rate is average weighted rate applying to first $1OO,ooO of business 

income. United States and Maine have graduated rates. 

(v) Investment Tax Credits 

Investment tax credits were generaliy phased out in Canada as part of the tax 
reform of 1987. They are, however, available for investments in designated regions and 
for research and development expenditures. 

Investment tax credits on qualifying machinery and equipment are available at the 
rate of 15 percent if the assets are primady used in the Atlantic and Gaspé regions. This 
could be valuable to the fruit and vegetable processing firms since the whole of the 
provinces, such as Prince Edward Island, New Brunswick and Nova Scotia, are included 
in the Atlantic region. A credit of 30 percent is also avdable for other designated 
disadvantaged northern regions in Canada. 

These investrnent tax credits, where applicable, are a distinct advantage for 
Canadian corporations over their U.S. counterparts. In the United States, investment tax 
credits were repealed as part of the tax reform of 1986. 
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(vi) 

Canada has a Large Corporations Tax on the corporation's equity and debt. This 
tax is credited against the corporation's surtax. AU taxable Canadian corporations are 
liable for the Large Corporations Tax at an annual rate of 0.2 percent of their taxable 
capital employed in Canada in excess of $10 miliion. A dedudion is dowed for eligible 
investments in other corporations to avoid the double taxation of the same capital. The 
Large Corporations Tax affects mostly large and capital intensive corporations paying 
little or no income tax. 

Large Corporations Tax and Alternative Minimum Tax 

AU U.S. corporations are potentidy liable for the Alternative Minimum Tax which 
can add to a corporation's reguiar income tax liability. The Alternative Minimum Tax rate 
is 20 percent and a $4O,ûûû maximum exemption is available. Taxable income for 
Alternative Minimum Tax purposes is computed by adding to taxable income specified 
adjustments and "tax preference" items such as accelerated depreciation and the difference 
between book income and income for Alternative Minimum Tax purposes. The excess 
of Alternative Minimum Tax over the reguiar income tax liabiiity of the corporation is 
afterward creditable against the regular tax liability of the corporation. The Alternative 
Minimum Tax affects primarily public corporations making extensive use of tax 
preferences. 

(c) Other Federal Taxes 

(i) Goods and Services Tax (GST) 

On January 1,1991, the Manufacturer's Sales Tax was replaced by a GST and an 
input tax credit mechanism. This form of value-added tax is levied on and collected from 
all businesses as goods move from primary producers and processors to wholesalers, 
retailers and finally consumers. Under the GST, businesses pay tax on their sales and 
claim a credit for any tax paid on their purchases. However, virtually all sales of farm 
products are zero-rated under the GST, including sales of fruits and vegetables. This 
means that farmers do not charge any tax on their sales and, like other businesses, they 
claim input tax credits for g& GST paid on their input purchases. 

One of the major concerns expressed by the horticulture industry relates to the 
casMow requirements under the GST. In order to alleviate the potentiai casMow 
problems in the farming industry, the federal government has provided a prescribed list 
of tax-free items commonly purchased by farmers. 

Items of particular interest to farmers engaged in hortidture which are included 
in this prescribed list are mechanical fruit or vegetable pickers or harvesters, large 
tractors, tillage equipment, seeders and planters, field sprayers or dusters. The 
GST legislation also zero-rates agricultural pesticides when purchased in quantities 
costing $500 or more, seeds when purchased in a quantity larger than that ordinariiy sold 
to consumers, and fertilizer when purchased in bulk quantities of at least 500 kg. 

It is estimated that, on average, farmers will not pay GST on approximately 
75 percent of their business inputs. However, for horticultural farmers operating small 
businesses, the exempt equipment and exempt quantities are often larger than those 
which they would normally purchase. Any GST which farmers do pay on inputs into 
their farming operations (e.g., items such as pick-up trucks, fuel, plants and seedlings, 
crop dusting services, hydro, accounting fees, etc.) can be recovered by claiming input 
tax credits. 
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Overall, it is estimated that the replacement of the Manufacturer's Sales Tax with 
the GST wili result in approximately $W, miiiion of economic benefits annually to the 
total farm sector in Canada. 

No sales tax is imposed at the federal level in the United States. 

(ii) Federal Excise Taxes on Gasoiine and Diesel Fuel 

In Canada, the federal excise tax is 8 . a  on gasohe and 4dL on diesel fuel. 
Since January 1,1990, there have been no excise tax rebates on gasoline and diesel fuel 
purchased by farmers for off-highway purposes. 

In the United States, the federal excise tax is 4 . W  on gasoline and 6.24.4, on 
diesel fuel. However, the excise tax paid on the purchase of motive fuels used for 
off-highway purposes by farmers is fully rebated. 

3. Tariff Structures 

Horticultural products crossing the border may be subject to tariffs. A comparison 
of the Canadian and U.S. customs tariff rates points to differences in treatment of imports 
from each other's home market as well as those originating in other countries quaMymg 
for the MFN tariff treatment. However, the differences in product definitions used and 
methods employed by the two countries in establishing duty rates make direct 
cornparisons difficult. Appendix L contains an illustrative list of fresh and processed 
fruits and vegetables and their various customs tariff treatment by each country. 

(a) Canadian Tariffs 

Canada's current tariff regime respecting imports of horticultural products is 
largely the consequence of the implementation of the former Tariff Board's 
recommendations in 1979 and CUSTA in 1989. Fresh fruits and vegetables imported into 
Canada are subject, depending upon the product, time of year and purpose of 
importation, to various types of tariffs - seasonal, year-round and processing. Processed 
fruits and vegetables are subject to similar tariff levels and rates of duty; they are not, 
however, subject to seasonal tariffs. The rates of duty may be free, ad valorm, specific 
or a combination of ad valorem and specific. 

@) Seasonal Tariffs 

Canada applies seasonal tariffs on imports of most fresh products grown in 
Canada, in order to provide a degree of protection to domestic producers during their 
harvest season while aliowing Canadian consumers duty-free access to imported products 
when domestic production is not available. This seasonal protection was originally 
introduced to assist domestic growers Who must bring a perishable product to market 
during a brief harvest season that begins after the commencement of the U.S. harvest 
season. The application of tariffs at the beginning of a season is of particular importance 
to growers because the first produce available from a harvest typically commands a 
premium price. 

Seasonal tariffs are applied, depending on the product, for a maximum duration 
of between six to forty-six weeks a year. They may come into effect at different times 
in each three Canadian customs zones. The division into three customs zones, Western, 
Central (Ontario east of Thunder Bay and Quebec) and Eastern is in recognition of the 
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differences in ciimate and market between the three zones. Most seasonal tariffs are 
applied only once a year, although tariffs for some goods that are harvested at düferent 
times (greenhouse and field crops) can be applied twice annuaiiy. 

Seasonal tariffs are normally a combination of a specific duty and a minimum 
ad mfmm duty. The inclusion of the minimum ad valmm rate is to counterad the 
erosive effeds over time that inflation places on specific duties. Many produds subjed 
to seasonal tariffs are also subject to a smaii packaging surcharge if the product is 
imported in packages weighing less than 2.27 kg. This surcharge provides a measure of 
protection to both packagers and growers in Canada. 

When not subject to seasonal rates of duty, imports of fresh fruits and vegetables 
are generally duty free. 

(c) Year-Round Tariffs 

Processed products are subject to year-round tariffs only and most are dutiable 
at ad valmm rates. These rates Vary from a current low of 2.1 percent for orange juice 
to 15.7 percent for frozen asparagus, but generally range between 7 percent and 
10.5 percent under CUSTA. Certain fresh fruits and vegetables that are grown or stored 
throughout the year, such as mushrooms, potatoes and onions, are generally subject to 
year-round tariff rates as Weil. 

(d) Processing Tariffs 

Several fresh fruits and vegetables imported for processing are subject to a duty 
rate which is normally lower than the rate applied to in-season imports, but, for some 
products, the rate is the same or higher. Tomatoes, broccoli and peaches, for example, 
have a lower duty assessed when imported for processing purposes than when imported 
in season for fresh consumption; while the same rate of duty is applied on mushrooms 
and strawberries imported for processing or imported in season for consumption. 
Unsweetened orange concentrates imported to make citrus fruit juices are duty free, but 
orange juice, if imported in a ready-to-consume state, is dutiable. Processors are eligible 
for a remission of duty paid on imports of fresh fruits and vegetables for processing in 
circumstances when they have contracted with domestic growers for their annual 
requirements, but are unable to obtain the quantities required from domestic growers. 

(e) United States Tariffs 

While the U.S. tariff structure is similar to that of Canada, there are some notable 
differences. Although the two countries both use the Harmonized System (HS) 
classification, they employ different product definitions to give effect to different tariff 
protection requirements. For example, the United States does not impose a separate 
tariff rate on produce imported for processing, nor does it impose an additional rate of 
duty on produce imported in small packages. Fresh fruits and vegetables are generally 
subjed to specific rates (i.e., a/kg) while ad vaIorem rates are usually applied to imports 
of processed products. The United States has substantially fewer duty-free rates than 
Canada. In addition, the United States employs seasonal tariff rates with some, but 
fewer, off-season rates being duty free than those in Canada. 
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(f) CUSTA 

Under CUSTA, all dutiable rates covering imports of fresh and processed fruits 
and vegetables from the United States into Canada will decline by 10 percent per year 
until reduced to zero on January 1, 1998. For example, prior to the implementation of 
CUSTA, tomatoes imported for processing were dutiable at 2.2idkg with a 15 percent 
minimum. While this rate is still applied to imports from MFN eligible countries, imports 
from the United States in 1991 are dutiable at 1.5dkg, but not less that 10.5 percent. 

Similarly, under CUSTA, dutiable rates covering imports from Canada into the 
United States will decline by 10 percent per year until reduced to zero in 1998. There are 
a few exceptions where rates of duty are coming down more quickly; however, they 
occur for products which Canada does not grow or does not export in any significant 
quantity. 

(8) Snapback Tariff Provisions 

Fresh fruit and vegetable growers were accorded special treatment under 
Article 702 of CUSTA to mitigate the potentially disruptive effects of the elhination of 
tariff protection. For a period of twenty years, Canada and the United States can 
temporarily reintroduce tariff rates on fresh fruits and vegetables in certain circumstances 
and after consultations with the other government. The temporary duty can be applied 
when: 1) for five working days, the import price of the particular fruit or vegetable is 
below 90 percent of the average monthly price of the preceding five years, excluding the 
years with the highest and the lowest average monthly import price; and 2) the planted 
acreage in the importing country is no higher than the average acreage of the particular 
fruit or vegetable over the preceding five years, excluding the years with the highest and 
lowest acreage. 

Snapback duty can be applied on a national or regional basis, but only once per 
product per year, or for 180 days, and must be removed when the price of the imports, 
during a five-day period, increases to above 90 percent of the five-year average. The 
snapback duty cannot be higher than the current MFN rate of duty and must be 
removed when the representative F.O.B. shipping point price of the exporting party 
exceeds 90 percent of the five-year monthly average price for five consecutive working 
days or after 180 days. 

Since the inception of the snapback mechanism, tariffs have been reimposed on 
three occasions: on imports of fresh asparagus in 1990, and on fresh peaches and fresh 
tomatoes in 1991. As an example, in 1990, the 90 percent average import price for 
asparagus was 79.6dlb. Import prices for the month of May 1990 ranged from W b .  to 
55.9dib. As a result of the snapback tariff provisions, the tariff was increased from the 
12 percent CUSTA rate to the 15 percent MFN rate for a net increase in price of 1.7ab. 
Given the range of the import prices, the snapback provided very little increase in the 
level of import protection for asparagus. 

In the September hearing, the CHC indicated that the snapback approach was not 
an effective mechanism. In particular, the snapback cannot usually be implemented 
quickly enough to provide protection at the crucial time for the marketing of the 
domestic crop. As well, the administrative cost of collecting the data is significant. 
Moreover, in situations where there is a sharp decline in import prices due to an 
above-average crop in the United States, or due to "distress pricing" by U.S. sellers, the 
snapback may provide virtually no additional protection for domestic growers. To 
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provide protection for the domestic industry in cases of a sharp decline in import prices, 
the CHC recommended that the special surtax mechanism under Article MX of GATT be 
used. While the CHC was aware of the historical difficulties surrounding the use of t h i s  
mechanism for horticultural trade between Canada and the United States, it suggested 
that the surtax be seriously considered for inclusion in NAFTA as a mechanism to protect 
growers in all countries whenever import prices drop sharply below recent annual levels. 

4. Regulations 

The regulatory framework governing the production and sale of fresh and 
processed fruits and vegetables is immense and complex. The production, transportation, 
sale and consumption of fruits and vegetables is govemed, to a greater or lesser degree, 
by regulations from the time they are planted to the time the finished product is 
consumed in fresh or processed form. Regulations govem the entire life cycle of 
consumable commodities, from seed to sale to consumption. U.S. fruits and vegetables 
are subject to a very similar network of regulatory requirements, although many of them 
differ from their Canadian counterparts, as will be demonstrated below. 

The existence of a large number of regulations and regulatory procedures can in 
itself be a major barrier to trade, especially if pronounced regulatory differences exist 
between trading partners and if countries choose to enforce their regulations in an 
arbitrary or maücious manner. Such actions can create impediments affecting trading 
efficiency and competitiveness. 

The regulations applicable to fruits and vegetables in Canada which are most 
likely to affect competitiveness can be grouped in three broad categories: 

Heaith and safety-related regulations which aim to ensure that the fresh and 
processed products we consume are not injurious to our health because they are 
diseased or contain unhealthy additives; 

Quaiity and grade standard regulations for fresh produce, which aim to ensure 
that only produce of acceptable quaiity is offered to the consumer and which 
allow the consumer to evaluate the produce based on recognized criteria; and 

Packaging and labeiiing regulations which aim to ensure that information 
concerning a product is correct with respect to quality, quantity, composition, 
content and safety; standard containers permit easy value cornparisons between 
brands and grades. 

The government departments most involved in the administration of the 
horticulture regulatory framework are Agriculture Canada, Health and Welfare Canada, 
the Department of Consumer and Corporate Affairs, the Department of Fisheries and 
Oceans and Environment Canada. Some regdatory functions are shared among several 
de partmen ts. 

Government departments and agencies of trading partners, especiaily the 
United States, also administer regulations which affect Canada's fruit and vegetable 
industry. Most important are the USDA and the USFDA. They affect greatly the 
two-way trade in fresh and processed fruits and vegetables. 
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(a) Health and Safety Regulations 

(i) The Issue 

In the area of health and safety regulations, the most frequently voiced concern 
before the Tribunal was the issue of pesticides. In the course of public hearings and 
presentations before the Tribunal, it became evident that the Canadian horticultural 
industry believes that the availability and cost of pesticides in Canada is a significant 
factor in the international competitiveness of its industry. Its concern is that the 
recommendations of the Pesticides Registration Review Team are not likely to respond 
quickly and effedively to the immediate problems. There is also resentment over the 
perceived leniency of border controls vis-à-vis imported U.S. produce as well as over U.S. 
authorities holding Canadian shipments at the border for an  undue time when they 
v e d y  residue levels. Finally, the industry and some provinces, such as Manitoba, are 
concerned that the harmonization of standards with the United States, mandated by 
CUSTA, is not progressing well. 

Specifically, the industry identified five problem areas which are having a negative 
impact on the cornpetitive position of the Canadian industry: 

1. The limited availability of pesticide products in Canada compared with the 
large number of pesticide products available in the United States at more 
competitive prices; 

The presence and consumption in Canada of U.S. food products that were 
produced with pesticides not available in Canada, which enter the country 
provided they meet certain residue level tests (which, it was alleged in 
testimony before the Tribunal, are haphazardly applied at the border by 
Canadian inspectors); 

2. 

3. The higher cost of many pesticide products in Canada over that in the 
United States; 

4. The complexity and rigidity of the Canadian system of pesticide 
registration which does not take into account grower competitiveness 
factors, in addition to such other necessary considerations as consumer, 
operator and environmental protection; and 

5. The general reluctance of multinational pesticide-producing companies to 
register their products in Canada, given the necessity of complying with 
uniquely Canadian registration requirements, as well as the small 
Canadian market which is unlikely to bring returns sufficient to jus@ the 
time and cost of separate registration in Canada. 

(5) 

A staff research paper on pesticides, discussed at the June 1991 hearings, 
documented the various legislative, regulatory procedural and administrative differences 
in the process of registration and use of pesticides in Canada and the United States. 
Certification of pesticides for use through a process of registration is compulsory in both 
countries, and the legislative and regulatory instruments are very similar on both sides 
of the border. So are data requirements and procedures for the registration of pesticide 
products. However, some attitudinal differences (regarding the role of the state in 

Canada - U.S. Legislative and Regulatory Contrasts and Comparisons. 
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proteding the public), which are reflected in operational procedures, do affect the 
competitive position of the Canadian industry. 

For example, in the United States, the potential economic benefit of a new 
pesticide product is duly considered in the process of registration, while in Canada the 
major emphasis is on the health and safety aspect and the protection of the public. 
Canadian regulations indeed do appear to be more demanding, and the registration 
process more expensive and time consuming than in the United States. The Canadian 
pesticide manufacturing industry is small, and its research and development capability 
quite limited by comparison with such U.S. giants as Monsanto, Bayer or Shell. It may 
not be able to keep up with the demands of an exacting regulatory system. 

The process of pesticide registration in the United States is centralized in the 
hands of the Environmental Protection Agency (EPA) which regulates the timing and 
scheduling of the registration review process, oversees the work of all other departments 
responsible for data review and serves as a focal point for all registration-related scientific 
and public information activities. 

In Canada, the Pesticides Directorate of Agriculture Canada has an overall 
responsibility for the coordination of the process of registration. The Directorate works 
with other branches of the Department (the Research Branch, the Agricultural Inspection 
Directorate and the Laboratory Services Division) as well as with several line 
departments, namely: 

* Health and Welfare Canada (the Food Directorate and Environmental 
Health Directorate), which evaluates toxicology and occupational exposure 
data and is responsible for setting maximum residue limits in or on foods 
under The Food and Drugs Acf; 

Environment Canada (Conservation and Protection Branch and the 
Canadian Wildlife Service), which evaluates environmental fate and 
toxicology data, and assesses the impact of the product on wildlife; 

Department of Fisheries and Oceans (Fish Habitat Management Branch), 
which evaluates environmental risk data as it affects fishery resources; and 

* 

* 

* Forestry Canada, which advises on the impact of products under 
investigation on forestry environment. 

The process of registration is a consultative one. The Pesticides Directorate has 
no authority to oversee the time frame or the marner in which the other departments 
carry out the evaluation of those aspect of the review which fall under their jurisdiction. 
To overcome this difficulty, interdepartmental protocols have been signed and standing 
committees created to better coordinate the process of registration. Nevertheless, the 
scattering of authority among several departments has been blamed for the complexity 
of the Canadian data review process. 

Data requirements for registration are also quite similar in Canada and the 
United States, but additional testing is required in Canada as to the efficacy of produds, 
which is not required at all in the United States, as well as for exposure studies, which 
are very detailed in Canada and only required in the United States for products believed 
to cause tumours. Moreover, Canada requires that many environmental studies be done 
under Canadian conditions, which makes some of the U.S. data unacceptable to Canadian 
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authorities even when it relates to conditions in the northern States. U.S. data which are 
more than 10 years old are likely to be considered outdated. 

These Canadian requirements, although well intentioned and scientifically valid, 
create an additional burden of proof on the pesticide producers and make the Canadian 
registration process more complicated than the U.S. one. On the other hand, the 
U.S. testing and certification process, while seemingly simpler, is sometimes viewed by 
the Canadian regulators as inadequate because of the cursory attention it gives to some 
factors considered important in Canada, and sometimes even fraudulent, as evidenced 
by at least two scandals involving falsification of data by private U.S. laboratories. 

(Üi) The Question of Price and Availability 

There is a great disparity in the number of active ingredients available in Canada 
and the United States (500 versus 800) as well as in the number of end products 
containing active ingredients (6,600 formulations vs. 25,ûûû). Many U.S. formulations 
have been developed specifically for tropical climates and are not needed in Canada, but 
many which are needed are not easily available. 

Before 1977, Canadian farmers could import U.S. products if these products were 
also registered for the same application in Canada. The change of policy revoking this 
privilege was designed to stimulate the domestic pesticide manufacturing industry. With 
the import of U.S. products not allowed, Canadian farmers have been dependent on a 
limited supply of products registered and sold in Canada, many of which are 
considerably more expensive than their U.S. counterparts. 

It is practically impossible to establish to what extent Canadian products are more 
or less expensive than U.S. products because the unit price does not tell the whole story. 
The cost of pesticides must be considered in a context of a farming establishment and 
take into account the variety of factors and circumstances under which pesticides are 
purchased and used. No such comparative study was attempted, though testimony in 
public hearings suggested that price differences of at least 15 percent were common and 
that pesticides could amount to up to 5 percent of the total product cost. The anecdotal 
evidence suggests that when urgent need arises, Canadian farmers are dependent on the 
limited number of pesticides registered in Canada, some of which are high-priced. They 
have practically no quick and easy access to foreign products sold at more competitive 
prices. 

The problem of availability is even more serious than that of price. The most 
dramatic evidence of this came from testimony in public hearings from Niagara and 
Okanagan fruit producers Who stated that the pear Psyllu insect was leading quickly to 
the elimination of the Canadian pear industry, because the Amitraz pesticide used to 
control the problem in the United States was not available here. Furthermore, the 
Tribunal received some evidence in public hearings that more and more producers may 
resort to illegal imports of pesticides from the United States. 

The problem of availability is compounded by the declining rate of introduction 
of new pesticides in Canada and the United States. This decline is due mostly to the 
high cost of research and development, and the necessity to meet stringent regulatory 
guidelines. In July 1991, it was announced that Monsanto Co. of St. Louis received EPA 
permission to market a weedkiller containing the Company's first new agricultural 
chemical in nearly 20 years. Increasingly, most of the Canadian and much of the 
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U.S. effort is directed towards the development of new formulations of existing active 
ingredients. 

(iv) The Question of Tolerance Levels and Border Controls 

In addition to the discrepancy in the number of pesticides registered in the 
two countries, there is a difference in tolerance levels. Tolerance is the maximum residue 
limit which is allowed for pesticides that are not registered. In Canada, a general 
regulation permits residues of up to 0.1 parts per million. In the United States, the 
official tolerance level is O. In pradice, the real tolerance is the b i t  of detection of the 
analytical method employed. Some pesticides (especially the newest products) may leave 
residues that are not easily detected by routine testing methods. 

Canadian horticulture producers point out that produce containing pesticides 
registered in the United States, but not in Canada, is being offered to Canadian 
consumers without meeting Canadian tolerance levels. Because of the great volume of 
shipments crossing the border, some illegai shipments are not caught; some are tested, 
but not rigorously enough to detect illegal product; and some are tested by load 
sampling, allowing individual items in the shipment to corne in with higher levels. The 
industry is concerned that this situation undermines the Canadian regulatory system and 
provides unfair cornpetition to Canadian producers Who must comply with Canadian 
regulations. More generally, the industry questions why Canadian producers cannot use 
the same pesticides as their U.S. counterparts Who export to Canada, provided they meet 
the same residue tests. 

(v) 

Because of the great variety of pesticide-related concerns in Canada, in the spring 
of 1989, the Minister of Agriculture appointed the Pesticide Registration Review Team 
with a mandate to provide recommendations to improve the federal pesticide regulatory 
system. The 12-member team, chaired by Ghislain Leblond, reported in December 1990. 
Its recommendations, if implemented, would: 

The Pesticide Registration Review Team 

- centralize the registration process under one independent agency reporting 
to the Minister of Health and Welfare; 

- improve public input and participation in the registration process by 
guaranteeing extensive public access to information and by creating an 
advisory council representing the various stakeholders; 

streamline the registration process by making transparent registration 
criteria and fixing deadlines for decision making and 

improve harmonization with the United States by providing vehicles for 
speedier registration in Canada of products already registered in the 
United States and by allowing imports to Canada of U.S. pesticides if the 
retail price of similar products in Canada were considerably higher. 

The Govenunent is now considering the Review Team's recommendations, many 
of which would require new legislation. The horticulture industry, which was 
represented on the Leblond inquiry, is sympathetic to the Review Team's long-term 
objectives, but also concerned that, nearly a year later, the Government has not indicated 
whether or how it proposes to implement the recommendations. Moreover, these 
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recomrnendation do not address the immediate problem of the backlog of products 
waiting to be registered, the high price in Canada of selected products and the lack of 
access to the cheaper U.S. produds. 

(b) Marketing Regulatory Issues: Quality and Grade Standard Regulations for 
Fresh F d t s  and Vegetables 

The marketing of fresh fruits and vegetables is a precarious business because the 
produce is delicate, highly perishable and often transported over long distances. The 
hortidtural industry has complained in testimony to the Tribunal about the treatment 
by U.S. authorities of Canadian shipments bound for the U.S. market. It quoted examples 
of unnecessary delays of shipments at the border, and allegedly superfluous and rigid 
inspections, which can cause produce deterioration and result in the loss of credibility of 
Canadian suppliers Who may lose valuable contracts south of the border. 

On U.S. exports to Canada, the Canadian industry has communicated to the 
Tribunal its concern with the inconsistent and lax enforcement of the Canadian 
regulations on U.S. imports, which apparently allows the entry into Canada of U.S. 
products which are not in compiiance with the Canadian regulations. This leniency is 
seen as undermining the integrity of the Canadian regulatory framework as well as 
giving U.S. importers an unfair competitive advantage. More effective monitoring of 
imports for compliance with Canadian standards is also supported by severd provinces. 

Under the provisions of the Canada Agicultural Products Act (1988), 31 fresh fruits 
and vegetables produced in, or imported to, Canada are subject to the Fresh Fruits and 
Vegetables Regulations and the Licensing and Arbitration Regulations which prescribe 
standards for grades, labelling, packaging and heaith requirements which, among other 
things, contain prohibitions against the interprovincial and international dealing in all 
produce on consignment-selling basis. All fresh produce in consumer packages is also 
subject to the provisions of the Consumer Packxging und Labeiling Act und Regulations. 
These regdations are administered by Agriculture Canada and Consumer and Corporate 
Affairs Canada. 

In the United States, similar regulations under the authority of the Agicultural 
Marketing Act (which regulates grades) and the Perishable Agicultural Cornmodities Act 
(which regulates, among other things, the licensing of produce dealers and brokers as 
well as dispute settlement) are administered by the USDA. Labeliing and health quality 
regulations are administered by the USFDA, while packaging regulations are governed 
by state law. 

U.S. exports to Canada of the 31 regulated fruits and vegetables must meet the 
Canadian packaging, labelling and grade requirements. USDA inspectors are empowered 
by Agriculture Canada to inspect Canada-bound loads for some 26 items specified in the 
Fresh Fruit and Vegetable Regulations. Conversely, Agriculture Canada inspectors are 
empowered by the USDA to inspect U.S. bound loads of produce regulated under the 
U.S. Marketing Orders (potatoes, onions and field tomatoes) for their import 
requirements. 

Overall, Canadian and U.S. philosophies, goals and objectives of the inspection 
programs are quite similar. However, the actual requirements and inspection procedures 
Vary: 
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* Grade Standards: In Canada, standards are mandatory for the regulated 
commodities and produce can be monitored at any time to ensure 
compliance; U.S. standards are voluntary (except for the restrictions under 
The Export Apple and P a r  Act, special import requirements for potatoes, 
onions and field tomatoes, and relevant provisions of Marketing Orders). 
The Canadian approach specifies a certain level of uniformity in grading 
and puts imports on the same footing as the domestic produce. In so 
doing, it eliminates low quality produce, guarantees the growers a certain 
return and offers consumers a reliable and consistent product. The 
U.S. approach leaves the judgement to the consumer. 

* Anti-consignment seiling: Produce moving interprovincially or 
internationally must be sold for a confirmed price within 24 hours of its 
being shipped from the point of production; for international loads, the 
C.O.S. fonn (which includes price) must be presented to Canadian 
Customs; 

* Ministerial Exemptions: If Canadian supply of a specific product cannot 
be secured, the Minister is empowered to exempt imports from the 
Canadian packaging and grade requirements; 

uniformity for the domestic and foreign produce and to assist consumers; 
the United States has some packaging requirements, but most of them do 
not apply to products exported by Canada; most packaging decisions are 
left to the producers and the consumers; 

* Packaging: Canada requires the use of standard containers to promote 

* Labelling: Canadian regulations require metric markings and bilingual 
labels on all consumer packages, and speafy that the grade and country 
of origin are to be listed in close proximity on the label. 

It can be stated with a reasonable degree of certainly that, by and large, the 
bilateral system of inspection and certification of fmits and vegetables crossing the border 
has worked fairly well. However, specific regulatory imbalances and inequities 
sometimes arise and can negatively affect Canadian producers struggling to become or 
remain competitive in the North American market. At times, Canadian producers 
particularly resent the entry into Canada of cheap U.S. produce under Ministerial bulk 
authorization which, however necessary, enables U.S. producers under specific 
exemptions to bypass Canadian regulatory requirements for packaging and labelling. 

With respect to Canadian exports to the United States, a particular complication 
can arise because of the existence of U.S. marketing orders, which are legal mechanisms 
under which regulations issued by authority of the Secretary of Agriculture (under the 
Agicultural Marketing Agreement Act of 1937) are binding on all handlers of specified food 
produds in a defined geographical area. The main purpose of marketing orders is to 
establish orderly marketing conditions and achieve parity prices for farmers. These 
objectives can be accomplished by setting quality standards, introducing quantity 
controls, establishing standards for containers, etc. For commodities covered by a 
marketing order containing grade, size, quality or maturity control provision, the imports 
of these commodities must meet the same or comparable standards. This import 
requirement applies to a foreign country like Canada, but does not apply to U.S. produce 
brought in from other U.S. States. Presently, import requirements are in effect for several 
commodities exported to the United States, including potatoes, onions and tomatoes. 
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Marketing orders can and do restrict Canadian imports into specified areas of the 
United States where they are in effect. The minimum import requirements they contain 
are perceived as import restrictions because they do not apply to the interstate movement 
of produce within the United States. Several submissions to the Tribunal made 
references to the marketing orders and also raised the question of the compatibility of 
the marketing orders system with the relevant provisions of GATT. 

Problems have also arisen in isolated areas due to a par t idar  set of regional 
circumstances. At the New Brunswick-Maine border, for example, Canadian potato 
shipments have been subject to inspections by the USDA, acting under the authority of 
the Farm Bill, to venfy that the quality of Canadian potatoes meets U.S. import 
requirements. In 1990-91, approxhately one quarter of Canadian loads were found by 
U.S. authorities to be in non-compliance. 

The Prince Edward Island Potato Board, which has kept records on the number 
of Canadian potato shipments passing and failing the U.S. inspection, has obtained 
similar results. The passing rate ranged from a low of 59 percent in 1988-89 to a high 
of 82 percent in 1986-87, for an average of approximately 73 percent out of a total of 
2,040 loads over a period of four years included in the calculation. Shippers failing the 
inspection had a choice of returning to Canada or continuhg to their U.S. destination 
for a full inspection, which was subsequently passed by 38 percent of those Who chose 
the second option. Since all2,MO loads wouid have been approved for shipment to the 
United States by Canadian inspectors, either some Canadian produce had not been 
properly graded in Canada or the U.S. inspections were too severe. 

In addition to the USDA inspections, the USFDA is also empowered to test 
shipments for chemical residues under the authority of the Food and Drugs Act. Because 
no USFDA inspectors are available at such crucial border points as 
New Brunswick-Maine and Manitoba-Minnesota, all Canadian import information must 
be couriered to the respective regional offices (Boston or Minneapolis) in order for the 
load of Canadian produce to be released. This has caused delays of up to 10 days for 
some shipments into the U.S. market. To resolve the problem, the USFDA has recently 
entered into an agreement with U.S. Customs to release the Canadian shipments under 
the U.S. Customs Release Line Procedure, which should considerably reduce the delays. 

(c) Marketing Regulatory Issues: Packaging and Labeliing Regulations for 
Processed Products 

On the processing side, the most frequently repeated industry complaint 
concerned the allegedly lax and inconsistent application of Canadian regulations to 
U.S. imports, which slip through the inspection procedures and find their way to the 
retail market in violation of Canadian regulations. Their presence is seen as tesbfymg 
to the inadequacy of Canadian border controls. 

To illustrate their point, representatives of the processing sedor presented to the 
Tribunal samples of U.S.-made products found in Canadian retail establishments, which 
were in non-standard containers, lacked proper grade designations, bore unilingual labels 
and misrepresented the net quantity of the produd or contained ingredients or additives 
not permitted in Canada. They were offered as proof of the Government's inability or 
unwillingness to thoroughly enforce regulations on imports. 

The industry argued that if regulations were on the books, there should be 
sufficient resources ta have them effectively enforced, especially if the United States was 
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vigorously enforcing its border inspection regulations. However, neither the Canadian 
industry nor the federal or provincial governments have kept systematic records of 
U.S. infractions and it is not possible to estimate what share of the large two-way trade 
in fruits and vegetables is realiy subjed to inadequate inspection or inadequate 
enforcement of various regulations. 

Processed products manufactured in, or imported to, Canada must meet the 
requirements of the Processed Products Regulations established under the authority of 
the Canada Agicultural Products Act (administered by Agriculture Canada), the Consumer 
Packaging and Labelling Regulations of the Consumer Puckaging und Labelling Act 
(administered by Consumer and Corporate Affairs), and the Food and Drug Regulations 
of the Food and Drugs Act (administered by Health and Weifare). These determine the 
dimensions and net quantities of containers, the composition and grade of products and 
the labelling requirements. 

In the United States, the equivalent function is fulfilled by the AgricuZturuI 
Marketing Act and the Food, ûrug und Cosmetic Act. 

Canadian regulations are generally more demanding than those in the 
United States and refled the different philosophy and approach to regdations in the two 
countries: 

* Packaging: In Canada, standardized packaging has been a fact of life for 
most of the present century. The majority of common processed fruit and 
vegetable products must be packed in a limited number of specified 
containers or packages; in the case of some products (canned fruits and 
vegetables, jams and pickles) the net quantity must be described by 
volume (Canada is the only country in the world with this requirement). 
In the United States, container and package sizes are basicdy 
unregulated, and there has been no attempt to rationalize packaging 
through legislation; 

* Labeliing: Canada has special requirements with respect to metric 
measures and bilingual labels. The United States has recently introduced 
new nutrition l a b e h g  requirements, which are considerably different 
from those currently in use in Canada and the European Community. 
This abrupt change wiil make harmonization of standards more difficult; 

Grade Standards: In Canada, the declaration of grades is mandatory for 
interprovincial trade; in the United States, grades are voluntary except 
where federal, state or local authorities require USDA grades as a basis for 
contrad purchases; 

* 

Additives and contaminants: The two countries use somewhat different 
definitions of food dyes and have different requirements regarding 
sulphates (bleaches) and preservatives. In Canada, fortification with 
vitamins and minerals is based on replacing those nutrients lost in 
processing, while in the United States, they are viewed as ingredients with 
almost unlimited use. 

* 

Neither country requires processed fruit and vegetable products to be inspected 
or certified before leaving their country of production. The United States, however, 
requires entries of canned low-acid foods to originate from plants which have registered 
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their processes with the USFDA. Canada has no similar requirement. Shipments of 
processed products entering Canada must be accompanied by an  import declaration 
which is to be passed by the Customs Officer to the nearest Agriculture Canada food 
inspection office. Although U.S. entry requirements appear similar, U.S. Customs inspeds 
and enforces country of origin legislation on foods, while Canada Customs merely serves 
as a document distributor for entry forms. 

(d) Harmonization of Standards 

It is not clear how and when the current Canadian regulatory framework will be 
altered by the changing rules of international trade. In the North American setting, the 
crucial document is the CUSTA, and particularly Article 708 (Technical Regulations and 
Standards for Agricultural, Food, Beverage, and Certain Related Goods) which urges the 
parties to "seek an open border policy" and "to harmonize their respective technical 
regulatory requirements and inspection procedures ... or, where harmonization is not 
feasible, to make equivalent their respective technical regulatory requirements . . . .I l  

The provisions recognize that there is more to a free trade area than the removal 
of tariffs and that differing or restrictive regulatory requirements can be a barrier to trade 
and should be removed. Toward that end, Article 708 calls for the creation of several 
bilateral working groups (on Plant Health, Seeds and Fertilizers; on Dairy, Fruit, 
Vegetable and Egg Inspection; on Food, Beverage and Colour Additives and Unavoidable 
Contaminants; on Pesticides; on Packaging and Labelling of ... Goods for Human 
Consumption; etc.) to meet no less than once a year to discuss and effect the 
implementation of the Article. 

Aithough several bilateral working groups have been established to deal with 
specific issues, the progress has been slow. The process of harmonization has been 
hampered by the lack of binding timetables, such as exist for the removal of tariffs, in the 
CUSTA document, and by the resulting uneven commitment to harmonization among 
various interested parties on both sides of the border. There is a perception in Canada 
that, for the United States, harmonization means that Canada will adopt U.S. standards. 
Occasionally, harmonization initiatives have been stalled by extraneous events. For 
example, the bilateral discussions concerning registration procedures and tolerance levels 
for pesticides were suspended for over a year while the Canadian registration system was 
being examined by the Pesticide Registration Review Team. 

Beyond the North American continent, the larger international community has 
also struggled to harmonize regulatory standards under Codex Alimentarius (Latin for 
Food Code), produced by the Codex Alimentarius Commission, created in 1962 under the 
aegis of the Food and Agriculture Organization and the World Health Organization. At 
the present t h e ,  the Codex contains 17 volumes of food standards (regarding labelling, 
pesticide residues and contaminants, as well as individual foods such as milk products, 
frozen fruits and vegetables, fruit juices, etc.) and 10 volumes of codes of good 
manufacturing and hygienic practice. 

The purpose of the Codex system is to facilitate world trade in foods by 
promoting internationaliy accepted standards while protecting consumers' health. The 
Codex standards were developed through negotiations, and changes and amendments 
are submitted to the 138 participating governments with the recommendation that they 
be embodied in national law and. regulations. They usually spedy minimum levels for 
ingredients and practices, and maximum levels for additives or impurities. The Codex 
system has no enforcement mechanism. 
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Canada and the United States have participated actively in the work of the Codex, 
although the two countries differ in their approach and support. The U.S. Congres is 
reludant to give up its de-making powers, while some other groups express concern 
about sacrifiring part of U.S. sovereignty to international decrees. Many m e n t  
Canadian standards are closer to those of the Codex than to those of the United States. 
The dilemma for the Canadian industry is whether to harmonize with the United States 
or with the Codex. Harmonization to any standard is b o n d  to be costly and 
cumbersome, and the industry does not want to do it twice. 
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CHAPTER VI11 

PRODUCER AND PROCESSOR COSTS 

1. Introduction 

In order for an enterprise to compete domestically or internationally, it seeks to 
combine basic factors such as land, labour and capital in an efficient manner to produce 
a product to match or better its current and potential competition. h. important factor 
in the competitiveness of the enterprise is its ability to produce goods with a unit cost 
less than, or equal to, the cost for the competing producers. In this report, production 
costs are analyzed in two stages -- prices of individual inputs and average costs per unit 
of output. The purpose of this chapter is to compare the input prices for producers and 
processors in Canada with those of our major competitor, the United States. In the next 
chapter, average cost per unit of output and other factors affecting competitiveness will 
be assessed. 

During the hearings, growers gave testimony indicating that the costs of several 
of their crucial inputs are higher in Canada than in the United States. Specificaily, 
growers indicated that labour, pesticides, fuel and interest costs are higher in Canada 
than in the United States. As a result, growers contend they are at a competitive 
disadvantage to their cornpetitors in the United States. 
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In the submissions of processors, the need to keep production costs in Canada in 
line with costs in the United States was generally recognized. Submissions generally 
indicated that wage, packaging and overhead costs were higher in Canada than in the 
United States. Views differed by region and product, however, on whether raw produd 
costs were higher in Canada than in the United States. Processors in British Columbia 
contended that their raw product costs were higher than those of their U.S. competitors. 
In Ontario, the submissions, on balance, did not indicate raw product costs to be a 
particular problem for processors. In Quebec, submissions generally indicated that raw 
product costs were similar to those paid by processors in the United States. Potato chip 
manufadurers, representing processors from across the country, indicated that their raw 
product costs were higher in Canada. 

2. Producer Costs 

(a) Labour 

Fruit and vegetable production is generally very labour intensive. Production is 
seasonal and does not usually provide employment throughout the year; the demand for 
seasonal workers is especially strong at harvest time. For some time, there has been a 
shortage of qualified domestic agricultural workers in Canada and in several States with 
significant horticultural production. To help supply farm workers, the Governments of 
both Canada and the United States provide offshore labour programs that allow for the 
temporary employment of foreign workers from the Caribbean and Mexico. 

The cost of a hired farm worker to the employer consists of two components: a 
basic wage rate and benefits. The basic wage rate in Canada may not be less than the 
minimum wage rate set in the province of employment. The legally required benefits 
consist of contributions to the Canada Pension Plan, unemployment insurance, medicare, 
and workers' compensation. Employers' contributions on behalf of their employees are 
usually stipulated by law for basic benefits equal to, or at a specified rate of, the 
contibutions deducted from the employees' remunerations. The Canada Pension Plan 
and the United States Social Security are federal programs which are compulsory in both 
countries. Unemployment insurance, medicare and workers' compensation are also 
required and are covered either under federal and/or provinciahtate juridiction. 
Accordingly, these premium rates Vary from one region to another. However, there are 
exemptions in both countries for agricultural employers involving each specific benefit 
program; these exemptions are related to the number of employees, their earnings and/or 
the total payroll of the employer in the specific or previous calendar year. Some 
employers provide benefits in addition to those required by law. 

There is no published data on wage rates specifically for workers in fruit and 
vegetable production in Canada and in the United States. As proxies for horticulture 
wage rates, however, the Tribunal research staff identified three alternative measures: 
the average wage rate for hired farm labour on a national basis, the minimum wage for 
horticulture workers in each province and state, and the wage rate set in the offshore 
labour programs. The most recent data for these three measures for Canada and the 
United States are set out in Table 8.1. 

In order to compare wage and benefit costs in Canada and the United States, the 
analysis focused on the employer's costs to hire a person at the minimum wage, to hire 
a person at the average hourly wage in agriculture and to hire a worker through the 
offshore labour program. The comparison was based on legislation affecting Ontario and 
New York. Ontario was chosen to represent horticulture in central Canada because 
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Ontario has the largest share of the hortidtural industry and because Ontario's 
minimum wage rate is the highest in Canada. New York was chosen because of its 
geographical proximiv to central Canada and because growers in that state make use of 
the offshore labour program to hire hortidtural workers. 

(i) Minimum Wage Rate 

Minimum wage legislation is normaliy under provincial jurisdidion across 
Canada; however, various agricultural jobs are excluded from this legislation.' For 
example, persons employed on an Ontario farm in the growing of fruits and vegetables 
are exempt from minimum wage legislation. Persons employed in the harvesting of fruits 
and vegetables, however, are entitled to a minimum hourly wage rate; an experienced 
adult harvest worker must receive a minimum rate of $5.4o/h as of January 1, 1991, while 
a harvest worker under 18 years of age must receive a minimum rate of $4.55/h. 
Provincial rates Vary between $4.80/h and $5.40/h across Canada for 1991. In the 
United States, under the Fair hbor Standard Act, the U.S. Department of Labor is given 
the power to enforce a federal minimum wage rate of US$4.25/h, for 1991 (equivalent to 
CAN@.9O/h). However, each state may enforce its own minimum wage rate legislation? 
For the six selected States, the 1991 minimum wage rates Vary from CAN$3.87/h to 
CAN$4.9o/h. This minimum wage rate comparison reveals a slightly higher rate in 
Ontario than in the six States. For example, the minimum wage rate for a person 
harvesting fruits, vegetables or tobacco for 1991 in Ontario is 50& or 10.2 percent higher 
than in New York. 

1. Canada Employment and Immigration Commission, Provincial Employment Standards 
Resuectk Agricultural Workers, Ottawa - Hull, January 1990, pp. 2-3. 
2. U.S. Department of Labor, The Fair Labor Standards Act of 1938, as Amended, 
April 1990. Unpublished document prepared by Wage and Hour Division, Employment 
Standards Administration, U.S. Department of Labor, February 8, 1991. 
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Table 8.1 

BASIC HOURLY WAGE RATES PER HIRED FARM WORKER 
CANADA - UNITED STATES COMPARISON 

CANADA 

Basic Wage Rate (CAN!$/h): 

L. Minimum Wage 
199i3 

2. Average wage ratfs for 
domestic workers 

1986 
1987 
1988 
1989 
1990 

- B.C. Prairies' Ont, Oue. AtIantic Canada' 

5.00 4.80 5.40 5.30 5.00 4.00' 

# 4.60 - * * 
- 4.95 4.95 * 
- 5.15 5.15 - 
- 5.60 5.35 - 

* 5.58 5.75 5.50 5.65 * 

3. Offshore workers' wage rates6 
# * 
* * 
* * 

1987 
1988 
1989 
1990 
1991 

UNITED STATES 
Basic Wage Rate (CAN$/h)? 

1. Minimum Wage 
1991 

2. Average wage ratfs for 
domestic workers 

1986 
1987 
1988 
1989 
1990 

1987 
1988 
1989 
1990 
1991 

3. Offshore workers' wage rates6 

- CA 

4.90 

7.41 
7.57 
7.40 

6.85 
6.66 
6.60 
6.77 
6.47 

- FL 

3 

- 
- 
6.98 
6.81 
7.00 

6.18 
6.04 
6.25 
6.02 
6.17 

- MI 

3.87 

- 
- 
5.51 
5.55 
6.01 

5.18 
5.19 
5.02 
5.19 
5.66 

- NY 

4.90 

- 
- 
6.18 
6.22 
6.43 

5.53 
5.32 
5.60 
5.69 
6.01 

- OH 

4.90 

- - 
6.27 
6.11 
6.52 

5.81 
5.66 
5.67 
5.69 
5.83 

WA 

4.90 

- 

6.55 
6.74 
6.94 

5.99 
6.50 
6.03 
6.32 
6.57 

@& 

4.904 

- 
6.18 
6.35 
6.44 

* 
* 
* 
* 
Ic 

CA = California; FL = Florida; MI = Michigan; NY = New York; OH = Ohio; and WA = Washington. 
. Data not available, or not readily available. 
' Not applicable. 
1. Prairies are calculated as a straight avera e of Saskatchewan, Alberta and Manitoba. 
L From 1987 on, Farm Input Price Index (1k = 100) is used to calculate the wage rate. 
5. In Que+, $5.55 as of October 1; in Ontario, $6.00 as of November 1. 
L. Federal minimum wage. 
!. Au h i d  farm labour, does not include board. 
x Al1 hired farm labour includes field, livestock, supervisory and oîher farm labour. 
7. US$ are converted into CAN$ at the prevailing average annual exchange rate. 

kurce: Canada: Statistics Canada, Farm Wa es in Canada cat. no. 21-002 and CANSIM. Emplo ment and 
Imm? Canada, Labour MarketServices Branih, and Ontario Ministry of Labour, &ployment 
Sian ards Branch. 
United States: U.S. Department of Labor, Employment and Training Administration, Wage and Hour 
Division. USDA, A ~ c u l t u r a l  Statistics Board. Farm Labor. 
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The wage rate required to attract domestic fann workers will usually Vary with 
the relative strength of general economic conditions, especially the demand for employees 
by industrial firms in the immediate area. In some large urban areas where the average 
industrial wage is significantly higher than the minimum wage, there may be virtually 
no employee response to job offers at the minimum wage. 

(ii) Offshore Labour Program 

Foreign workers are allowed to work on a temporary basis in both Canada and 
the United States through specific programs. In Canada, there are two offshore labour 
programs, namely, the Commonwealth Caribbean Seasonal Agricultural Workers Program 
and the Mexican Seasonal Agricuitural Workers Program. These allow temporary 
employment of foreign workers when qualified domestic agridtural workers are not 
available. Currently, 90 percent of foreign workers are employed in Ontario; the 
remainder is employed in Quebec, Manitoba, Alberta and Nova Scotia. 

Foreign agricultural workers are permitted to work in the United States through 
the H-2A Temporary Foreign Worker Program and the Special Agricultural Worker 
Program under the Immigrafion Refom and ControI Acf of 19%. The H-2A program is 
open to all farmers regardless of the type of production, although the majority of foreign 
workers are employed in sugarcane, apple and tobacco production. Out of the six 
selected States shown in Table 8.1, only New York used the H-2A program for the 
purpose of horticultural products in the past 10 years. 

The terms and conditions of employment for foreign agricultural workers are 
generally similar in both Canada and the United States. Wage rates for foreign workers 
in Canada are announced by Employment and Immigration Canada. In the 
United States, Adverse Effed Wage Rates (AEWR) are the minimum wage rates which 
the U.S. Department of Labor has determined must be offered and paid to United States 
and H-2A agricultural workers by their employers. The foreign workers' hourly wage 
rate for apple harvesting in Ontario, in 1991, was $5.75 compared to CAN$6.01 in 
New York. Both 
Canadian and U.S. employers must also provide return transportation (provided the 
contract is completed) and approved housing: at no cost to workers. In Canada, 
employers are required to contribute to Canada Pension Plan, Unemployment Insurance, 
Workers' Compensation and Employer Health Tax for each employee. Employers of 
foreign workers under the U.S. H-2A program are exempted from social security, 
medicare and unemployment insurance contributions. 

This amounted to an advantage of 2&/h for Ontario growers. 

(iii) Comparison 

Ontario and New York were chosen to compare employers' total hourly labour 
costs between Canada and the United States since foreign workers are used extensively 
for horticultural crop production in both places (Table 8.2). Assuming minimum wage 
rates are applied, total hourly wage rates for domestic workers in 1991 were $5.99 in 
Ontario and CAN$5.87 in New York. This amounted to a 2 percent difference in favour 
of New York. When the average annual wage rates in agriculture are used for 
comparison, the estimated employers' total compensation package costs were $7.47h in 
Ontario and $7.70/h in New York This represented a 3 percent cost advantage for 

3. Transportation and housing are considered to be part of the employers' costs to hire 
foreign labour; however, adual figures are not available to be compared. 
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Ontario growers. Looking at the components of the total hourly costs, it is evident that 
the basic wage rates were higher, and the premium rates for benefits were lower in 
Ontario than in New York in both domestic worker comparisons. Finally, a cornparison 
of employers’ cost for offshore labour programs in Ontario and New York in 1991 shows 
$6.39/h and CAN$6.4%, respectively. Again, there is a s m d  advantage for 
Ontario growers. The wage rate differential between Ontario and New York is small in 
magnitude (i.e., &AI or 0.9 percent in 1991). As a result, hired labour cost alone would 
cause only a small difference in the total cost differential for most of the vegetable crops 
they produce. 

The analysis indicates, that for all three measures of wage rates in combination 
with legislated benefit costs, the hourly cost of labour compensation for horticulture in 
Ontario is within 3 percent of compensation in New York state. Based on the regional 
and state data in Table 8.1, this conclusion generally holds for most regions in Canada 
relative to New York. A submission by the Foreign Agricultural Resources Management 
Services in Ontario also indicated that total wage costs for growers in Ontario and in the 
northern States are very similar. 

One approach to increase the supply of workers for growers would be to provide 
workers with a choice between the higher of the minimum wage and an incentive-based 
wage package (specific number of dollars per unit of harvest). The submission by 
FARMS from Ontario provided an example for apple growers in New York and Ontario. 
Workers under an incentive scheme in New York averaged more bins of apples per day 
and earned more money per hour than was the case in Ontario under the traditionai 
approach. Grower cost per bin was lower in New York. The choice between the higher 
of the minimum wage or an incentive-based wage is also used by lettuce growers in 
California. During a visit to observe a picking operation for lettuce near Salinas, the 
Tribunal was told by a large commercial grower than workers always earned the 
incentive wage rather than the minimum wage. For the lettuce grower, this approach 
provides not only lower labour costs per case of lettuce but also a much more accurate 
forecast of the labour cost per case. 
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Table 8.2 

EMPLOYERS' HOURLY COSTS PER HIRED F A R M  WORKER: 
CANADA - UNITED STATES COMPARISON, 1991 

1. Based on statutory minimum wage (CAN$/h): 
Ontario 

( P - i u m )  
Minimum Wage 5.40 
CPP/SS* 0.12 

Workers' Compensation - O. 25 

Total hourly cost l11.12%) 

(2.3% 
0.17 (2.25% x 1.4 UIC 

EHPMedicare 0.05 

2. Based on average hourly wage in agriculture (CAN$/h): 
Basic wage4 6.72 
CPP/SS 0.15 

EHTNedicare 0.07 
Workers' Compensation - 0.32 

UIC 0.21 (2 .25%(?3 

{::6%] 
Total hourly cost - $7.47 p.12%)  

3. Based on offshore labour programs (CAN$/h): 
Ontario 

(Mexican uropraml - 

(premium) 

(2.3% 
0.18 (2.25% x 1.4 

Basic wage 5.75 
CPP/SS 0.13 
UIC 
EHTNedicare 0.06 
Workers' Compensation - 0.27 

Total hourly cost $6.39 p.12%] - 

New York 

(Pl=ium) 

4.90 
6.2% 

(1.45% 
0.35 

<vS& 

6.43 

0.09 
- 0.46 

New York 
(H-2AI 

(premium) 

exemp ted 
exempted 
exem ted 

~ 6.01 

- 0.44 & 

1. Social security contribution in the United States. 
2. Note that the UIC in the United States is not uniform across the country. It varies by 
state and by individual em loyer. Therefore, it is estimated to be 5.0 percent on average in 
New York, based on the fo P lowing assumption: 

First-time employers/Experienced employers contribute 

2.9% state tax rate) 
6.2% t federal UIC) 

- 4.1% 'federal credlt) 
5.0% r UIC average in New York) 

3. EHT = Employer Heals  T a .  
4. Basic wages were for 1990; the Canadian rate was used in plac- of Ontario's. 

Source: The Canadian International Trade Tribunal, CornDarison of Farm Labour Costs in 
Canada and the United States: A Case Studv of Horticulture, Research Branch, 
mimeo, Tuiv 1991. 
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@) Machinery and Equipment 

The fully docated cost of machinery and equipment to produce a crop includes 
depreciation costs, operating costs and interest costs, if any, on the original purchase 
price. In submissions received at the hearings, interested parties indicated that the cost 
of fuel to operate their machinery and interest rates for credit purchases of machinery 
were significantly higher in Canada than in the United States and were adversely 
affecting their competitive position. 

Most machinery and equipment for horticulture are manufactured in the 
United States, Japan and Europe. Throughout the 198Os, horticultural machinery and 
equipment entered Canada free of duty and federal sales tax. Dealers normally quote 
prices in U.S. dollars, in large part because the machinery and equipment are marketed 
on a worldwide basis. Industry observers indicated that machinery prices in Canada are 
about the same as in the United States, after allowing for the exchange rate. Repair costs 
are also similar in the two countries. 

In calculating the contribution of the cost of machinery and equipment to the full 
economic cost of production, two estimates are required. The first is a depreciation 
component sufficient to replace the equipment at the end of its useful economic life. The 
second is the cost of capital tied up in the equipment, whether owned or mortgaged. 
This is sometimes described as the "opportunity cost" of capital tied up in this investment. 
The estimate of this component might be approximated by the long-run rate of interest 
times the original purchase cost. The sum of these two components is the contribution 
of the capital cost of machinery and equipment to the average long-run cost that must 
be covered annually from farm revenue to maintain the viability of the growing 
opera tion. 

An evaluation of the economic cost of machinery and equipment in Canada and 
the United States was not carried out by Tribunal staff due to a lack of comparable 
product data by region and state. Estimates of these economic costs are, however, 
periodically prepared by the Ontario Ministry of Agriculture and Food (OMAF) for many 
of the fresh fruits and vegetables grown in Ontario. For example, the depreciation cost 
for tractors and machinery used to grow and machine harvest tomatoes for processing 
was $449 per acre in 1989. In the OMAF methodology, the cost of capital is based on an 
assumption that the investment has an equity portion (70 percent) and a debt portion 
(30 percent). The total estimate for the cost of capital in this case was $219 per acre 
in 1989, based on an assumed interest rate for the equity portion of 7.7 percent and for 

' the debt portion of 14.0 percent. 

The depreciation and cost of capital estimates together accounted for 75 percent 
of OMAF's estimate of the total cost of machinery and equipment for tomatoes. The 
remaining costs were for repairs, fuel, and insurance and storage. 

On depreciation, there is no reason to think that similar equipment lasts longer 
in the United States than in Canada and, with similar prices, total depreciation costs 
should also be roughly similar. Depreciation allowances for tax purposes are normally 
greater than for economic cost purposes. A comparison of depreciation allowances for 
tax purposes in Canada and the United States is included in Chapter ViI. 

Another way of looking at costs of production is on a cash or a "marginal" cost 
basis. In the case of machinery and equipment, this definition would not include either 
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depreciation or the opporh.lify cost of the capital invested 6y the grower. It would only 
include the out-of-pocket costs such as repairs, maintenance, fuel, insurance and storage. 

Gasoline and diesel fuel prices are generally higher in Canada than in the 
United States. The prices paid by growers are net of a series of federal and 
provincial/state rebates. Several price comparisons for competing provinces and States 
are shown in Table 8.3. For the four comparisons, the farm price for gasoline after tax 
rebates is higher in Canada by a margin ranging from 62 percent to 100 percent. For 
diesel fuel, the price is higher after tax rebates in Canada by a margin of 20 percent to 
25 percent. Information on government tax rebates for fuel is included in Chapter Vii. 
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Table 8.3 

FARM FUEL PRICES IN CANADA AND THE UNITED STATES, 1990-91* 
(CANdL) 

Gasoline 
Retail Price 
Tax Rebates for Farmer 
Estimated Farm Price 

Bulk Diesel 
Retail Price 
Excluding Tax 

Gasoline 
Retail Price 
Tax Rebates for Farmer 
Estimated Farm Price 

Bulk Diesel 
Retail Price 
Excluding Tax 

Gasoline 
Retail Price 
Tax Rebates for Farmer 
Estimated Farm Price 

Bulk Diesel 
Retail Price 
Excluding Tax 

Gasoline 
Retail Price 
Tax Rebates for Farmer 
Estimated Farm Pnce 

Bulk Diesel 
Retail Price 
Excluding Tax 

Gasoline 
Retail Price 
Tax Rebates for Farmer 
Estimated Farm Price 

Bulk Diesel 
Retail Price 
Fxcluding Tax 

January January 
1990 - 1991 

Canada 

- 

53.8 65.1 
16.3 24.6 
37.5 40.5 

51.1 622 
34.1 42.0 

British Columbia 

66.0 
15.2 
50.8 

63.1 
40.6 

Ontario 

56.7 
15.2 
41.5 

56.6 
38.0 

puebec 

71.6 
19.4 
522 

66.3 
44.7 

New Brunswick 

68.7 
15.8 
529 

60.6 
41.1 

January January 
- 1990 1991 

United States 

33.7 39.8 
7.7 9.9 

26.0 29.9 

39.8 43.0 
29.7 33.3 

Washington 

1. Gasoline is regular unleaded. Both gasoline and diesel pnces are for self-serve pumps. 

39.2 
7.9 
31.3 

43.7 
323 

Ohio - 
36.0 
123 
23.6 

423 
31.6 

New York 

40.6 
10.8 
29.8 

44.4 
36.7 

- Maine 

37.1 
11.1 
26.0 

44.4 
33.7 

Source: Canadian Oil Markets and Emergency Planning Division, 
Survey, Incorporated, and Petroleum Marketing Monthly, 

ines and Resources; Lundberg 

160 



(c) Chemicals 

Chemical fertilizers are an important element in the cost of growing vegetables 
and, to a lesser extent, fruits. Fertilizer prices Vary from region to region, in part due to 
transportation costs from the factory to the point of sale. 

In the submissions made to the Tribunal, no evidence was presented to the effed 
that fertilizer prices are higher in Canada than in the United States. Indeed, a 
submission prepared by Erna van Duren for the Ontario Vegetable Growers' Marketing 
Board et al. indicated that fertilizer prices "are generally cheaper in Ontario than in the 
U.S. Midwest." On the other hand, the staff study of onions found that fertilizer prices 
were somewhat higher in Ontario and Quebec than in New York state. 

Many submissions to the Tribunal indicated concern over the price and availability 
of pesticides in Canada. Specifically, it was claimed that the price of most pesticides for 
horticulture was generally higher in Canada than in the United States and that many 
effective pesticides being used in the United States were not available for comparable use 
in Canada. 

A detailed comparison of pesticide prices in the two countries is not possible due 
to the large number of formulations where a particular chemical is available and to the 
variability of quantity discounts available to growers. The Working Group Report to the 
Task Force on Competitiveness in the Agri-Food Industry (Agri-Food Task Force) 
presented price comparisons for over 10 pesticides in 1988 and 1989 and concluded that 
"prices of all types of pesticides tend to be higher in Canada than in the United States. 
Herbicide prices in Ontario, for example, range from 7 percent to 44 percent higher than 
in the United States. Insecticide prices range from roughly comparable versus some areas 
of the United States to significantly more expensive compared to others." The submission 
by the Ontario Vegetable Growers Marketing Boards, et al. indicated that the general 
conclusion of the Agri-Food Task Force on pesticide prices still held when the price 
comparisons were updated through 1990. 

The prices of pesticides used in the production of the five products (blueberries, 
mushrooms, lettuce, carrots and onions) analyzed by the Tribunal staff were generally 
higher in Canada than in the United States. 

A more detailed discussion of the price and availability of pesticides in Canada 
was presented in Chapter MI. In that discussion, it was suggested that prices are higher 
due to the cost of a longer and more detailed registration process for pesticides in Canada 
and to the reduced incentive to register chemicals in Canada arising from the small size 
of the Canadian market. 

(d) Land 

The allocation of an annual cost for land in a study of crop production costs is 
a controversial issue. From a longer-term perspective, the preferred methodology is to 
calculate the full economic costs of land. F d  economic costs indicate the average 
long-nui cost that must be recovered annually from farm revenues to keep land in crop 
production and to maintain the farm's long-term viability. The Tribunal decided that the 
preferred measurement, subject to the availability of the appropriate data, is to allocate 
the return to the grower based on the value of the land for the best alternative use and 
on the long-term interest rate for farmers. 
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Other approaches are used to estimate the land allocation in total economic costs. 
For example, in the OUAF estimates of produdion cos& for fniits and vegetables, the 
charge for land in production costs is the produd of the average value for land used to 
grow the crop and the real interest rate (the nominal rate, net of inflation). The real rate 
of interest is used by OMAF to eliminate the impact of speculation in land value during 
inflationary periods. In the case of an acre of muck soiI to grow head lettuce in 1989, the 
interest on land was $476 ($7,000 per acre @ 6.8 percent). This estimate then appears as 
a fixed cost in the estimated cost of production of head lettuce. If the methodology were 
to be based on the nominal rate of interest for the period (10.8 percent), then the interest 
on land would be $756. 

The general forces influencing the demand for agricultural land are the value of 
the land for agricultural purposes (number and type of crops that may be grown and 
expected yields) and the value of the land for alternative purposes such as residential or 
commercial development. The differing characteristics and desirability of land in a region 
give rise to wide variations in values for land, frequently in adjacent blocks of land. 
These variations are a major obstacle preventing the compilation of detailed data on land 
prices for comparison purposes. 

There is normdy only one crop per season on a given field in Canada and the 
northern States. In California, however, some vegetable crops may be grown twice in 
one year. Land that can support two crops generally has a higher market value than 
land that supports one crop. Land prices also reflect the value and type of crop that may 
be grown. Land that is ideally suited for a high value crop will normally be higher 
priced than land that is suitable only for a low value crop. Expected yields from the land 
also infiuence the value of the land. Lower yielding land will normally be less valuable 
than land with high yields. 

In three of the case studies prepared by the Tribunal research staff, estimates were 
prepared for the typical value of land in growing regions in Canada and the 
United States. The data shown in Table 8.4 suggest that prices generally refled the 
various factors outlined above. Land prices are higher when they are situated near 
urban areas rather than rural areas. The price of land that is used for double crops of 
lettuce in the Salinas Valley of California is much higher than the price of land in 
Quebec or New York state. As a general observation, the price of land used for lettuce, 
carrots and onions in Canada is comparable to that in competing States. 
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Table 8.4 

COME'ARISON OF LAND VALUES FOR THREE CROPS 
CANADA AND THE UNITED STATES, 1990 

(CAN$ per acre) 

Lettuce muck soils 

New York 1#500 - 3,000 
Quebec 1m - 3,000 
California (Salinas) 8,000 - 10,000 

carrots 

Ontario (Holland Marsh) 
Quebec 1m - 3,000 
Michigan (urban) 10,Ooo 
Michigan (rural) 1m 

10,000 - 12,000 

California 8,000 - 10,000 

Onion muck soils 

Quebec 1fioo - 3,000 
New York 1m - 3,000 
Ontario (Holland Marsh) 10,000 - 12,000 

Source: Canadian International Trade Tribunal Case Studies. 

In addition to the complexity of land price comparisons, submissions at the 
hearings indicated that land use restrictions that affect owners' ability to seil their land 
is a matter of great concern to them. At public hearings, particularly in Niagara, several 
growers made impassioned statements about their inabiiity to iiquidate their land 
investment due to provincial and regional government constraints on the sale of land in 
designated agricultural areas. Many older growers have held land as a retirement 
investment, but are someümes unable to sell their land to buyers for non-agriculturai 
purposes in these designated areas. Similar complaints were also raised at the hearing 
in Vancouver concerning the sale of land in the Okanagan and Fraser Valley. 

On behalf of the Tribunal, Coopers and Lybrand assessed the nature and 
magnitude of barriers to entry and exit in the production of fresh fruits and vegetables 
in Ontario and British Columbia, and assessed the effect of these barriers on the 
competitiveness of the Canadian production of fresh fruits and vegetables. 

The study resuits showed that land use restrictions do indeed create significant 
barriers to the sale of land. In the Niagara peninsuia area of Ontario, farmers Who own 
the agricultural land are limited as to their ability to seil the land as long as it has an 
Agridtural Purpose Only designation. In both the Okanagan and the Fraser Valley 
areas of British Columbia, farmers are also limited in their ability to sell farmland due to 
the policies of the Agricultural Land Commission. 
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Although the speculative demand for agricultural land for use in alternative 
purposes, such as housing and golf courses, tends to M a t e  land prices in these areas 
above its value for agricultural purPoses, restrictive provincial and municipal land use 
policies prevent current owners from selling their land at full "markettt value. Existing 
growers are coming under increasing pressure to seli their land because of the low 
returns to growing fruits. Naturally, they want to receive the best possible price for their 
land. This situation inevitably leads to confiicts between current land owners and the 
administrators of the land use controls. 

The consulting study also indicated that there is a significant barrier to entry for 
a new grower in the tender fruit and apple industry due to the large sums of capital 
required to purchase the land to establish or change an orchard. "The low returns 
currently earned within the industry are insufficient to absorb the high financing costs 
associated with a start-up operation." The high cost of land prevents many existing 
growers from purchasing additional land to generate economics of scale. 

The study concluded that the cost of Iand and land use policies are not the major 
cause of the current economic difficulties within the Canadian fruit and vegetable 
industries. Jt is the overall relatively weak competitive position of tender tree fruit 
producers and processors that is causing concern over the long-term viability of these 
industries. "Land issues are simply a component of a larger problem." 

During the course of the hearings, the Tribunal learned of several alternatives to 
the resolution of the dilemma between the producers Who generally believe that land use 
regdations should be eased to allow them to dispose of their land as they see fit and the 
governments of British Columbia and Ontario Who prefer to keep certain agricultural 
areas for growing produce. The proposa1 with the least regulation is to remove the bulk 
of the restrictions and let the free market decide the best uses of these lands now and 
in the future. Various other alternatives to resolve this issue have been proposed in the 
course of reviews of the tender and tree fruit industry in British Columbia and Ontario. 
Several of these possibilities are directly related to the issue of land costs and usage. In 
one proposal, for example, as part of an orchard renovation program, the landowner 
would grant the Government the prior right to buy the land at a price based on 
agricultural use if the land was put up for sale. A scheme to ease the difficulty of older 
owners would have the government purchase the land and place a restriction on it to 
be used for agricultural purposes only. The land would then be sold or leased to buyers 
at nominal rates in exchange for a commitment to farming. The Niagara Tender Fruit 
Working Group Report proposed, among other methods, that growers receive annual 
cash payments for the lease of conservation easements. In return, restrictions would be 
placed on the land use against developing the lands for urban uses and would insure 
continued agricultural production. Regardless of the approach taken, preservation of 
agricultural land may necessitate the simultaneous use of several methods and will 
require a careful assessment of impacts to all segments of the industry. 

In the United States, state and local governments have adopted a wide array of 
programs whose objective is to reduce the conversion of farmland to non-agricdtural 
use. The programs include tax relief incentives, the creation of agricultural districts, the 
passing of "Right-to-Farm" legislation, agricultural zoning, purchase or transfer of 
development rights, and integrated growth management programs through incentives 
and controls. Agricultural zoning is by far the most common method used by 
governments to prevent the use of agricultural land for other purposes. In all cases, 
however, States seem to rely on a combination of measures to protect their farmland. 
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In New Jersey and Maryland, the purchase of the development rights of the land 
is seen as a useful tool in preserving agridtural land and in benefitting farmers. This 
method involves the purchase of the development rights (i.e. the right to build on or 
beneath the land) of the land by the state; the owner continues to own the land but is 
compensated for not being allowed to develop the land for non-farm purposes. The rights 
can be acquired through the direct purchase or donation of the rights or the purchase 
of the ~LII title to the land, followed by the imposition of restrictions on development and 
then the sale or perhaps the lease of the land subjed to the restrictions. Purchase of 
development rights is the typical approach and has been used by other States such as 
Massachusetts, Connecticut and New York. Because of the cost it entails, this type of 
program has not been used extensively. 

(e) Packaging Costs 

The preparation of fresh vegetables and fruits for sale in the fresh market requires 
the purchase of baskets, cartons and other related materiais. Producers' submissions to 
the Tribunal on the cost of production of fruits and vegetables for the fresh market did 
not draw attention to major differences between Canadian and U.S. prices for these 
items. 

However, the lettuce case study prepared by the Tribunal's staff showed a 
significant cost disadvantage in the price of packing material for the growers in Quebec 
compared to the growers in California. The difference in cost for unwaxed cartons was 
estimated at 60 percent. In Ontario, production cost estimates prepared by OMAF 
suggest that packaging costs for fresh fruits and vegetables going to the fresh market are 
roughly 20 percent of the overall cost. If this cost differential also holds for the major 
users of packaging material, such as cauliflower, celery and peppers (but which were not 
the subject of case studies), then packaging is indeed an important factor reducing 
Canadian cost competitiveness in the fresh market. The difference would be particularly 
important in competing for sales in the U.S. market. Nonetheless, as tariffs deciine under 
CUSTA, the price of packaging for Canadian growers wiü steadily decrease. 

(f) Commercial Seed and Plants 

Most vegetable seed is produced in the western United States, Europe and Japan. 
Canadian growers buy seed from Canadian or U.S. distributors. Whiie there are many 
varieties of seed for each vegetable, seed that has been specifically developed for 
Canadian growing conditions is generally not available. Quantity discounts are normally 
available for seed purchases. Transportation and insurance charges may add to the final 
price paid by Canadians on seed purchased in the United States. There is no duty on 
seeds imported from the United States. Seed and plant prices are probably roughly 
similar in the two countries, after adjustment for the exchange rate. 

(8) Interest and Exchange Rates 

Nominal interest rates were very volatile in Canada and the United States during 
the 1980s. As shown in Figure 8.1, prime lendine: rates in both countries were in the 
neighbourhood of 20 percent early in the decade and then deciined irregularly into 1987 
to less than 10 percent. Rates then increased into 1990 before starting on a downward 
trend which has continued into 1991. From 1980 to 1990, the Canadian prime rate was, 
on average, 1.25 percentage points above the U.S. prime rate. The differentiai widened 
considerably in 1989 and 1990, but in May, 1991, it narrowed to 1.25 percentage points, 
or the average historical differential. 
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FIGURE 8.1 
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The real prime interest ra.: (the nominal rate less the infiation rate) averaged over 
6 percent in the 1980s in both Canada and the United States (Table 8.5). In June 1991, 
the real prime rate was less than 4 percent in both countries, in contrast to the higher 
average during the previous decade. Whiie the real prime rate in 1990 was higher in 
Canada than in the United States, the real rate from May to September 1991 was 
marginally lower in Canada than in the United States. 

Table 8.5 

NOMINAL AND REAL INTEREST RATES 
CANADA AND THE UNITED STATES, 1980-91 

(Percent) 

Average 
1980-90 - 1988 - 1989 - 1990 

Prime lending rate 
Canada 12.86 10.83 13.33 14.06 
United States 11.62 9.40 10.88 10.00 

Spread 1.24 1.43 2.45 4.06 

CPI (Al1 items)* 
Canada 6.4 4.0 5.0 4.8 
United States 5.6 4.0 4.8 5.4 

Spread 0.8 0.0 0.2 (0.6) 

Real interest rate** 
Canada 6.5 6.8 8.3 9.3 
United States 6.0 5.4 6.1 4.5 

Spread 0.5 1.4 2.2 4.8 

September 
1991 

9.75 
8.50 
1.25 

6.3 
4.7 
1.6 

3.5 
3.8 

(0.3) 

* Year-over-year percent change. 
** "Real" interest rates are caldated in this table as the simple difference 

between nominal rates and the rate of change in the CPI. The resultant 
"real" rate, however, may not be fully relevant to producers Who have to pay 
interest on borrowed funds at nominal rates, but whose income from sales 
of produce increases at less than the increase in the CPI. 

Source: Statistics Canada. 
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Fruit and vegetable growers use long, intermediate and short term credit to 
purchase a variety of assets. Long-term credit is normally used for a mortgage to 
purchase land and buildings. Intermediate credit is typically used to purchase machinery. 
Short-term credit is generally used to finance the annual operating budget for planting, 
tending and harvesting the crop. Banks, credit unions, cooperatives and supply 
companies are the major suppliers of loans and credit to growers. 

In both Canada and the United States, governments may alter the relative 
competitive position of growers through efforts to ease the credit burden for growers. 
Programs exist in both countries to partially offset the impact of high interest rates on 
growers. While the programs take many forms, they are limited or capped, frequently 
in a way which allows a program to provide only marginal relief relative to the total 
credit needs of the grower. Due to the diflïculty in compiiing information on the size 
and terms of loans for growers in the two countries, the Tribunal was unable to assess 
the true cost of borrowed funds for growers in Canada and the United States. 

In order to measure the relative impact of interest rates on grower costs in 
Canada and the United States, the Tribunal has used the differential in the prime lending 
rate in both countries. This differential averaged 1.25 percentage points (in favour of 
U.S. producers) during the 1980s. This competitive disadvantage widened considerably 
in 1989 (2.45 percentage points) and 1990 (4.06 percentage points), before returning closer 
to historical levels in the second half of 1991. Indeed, by September 1991, the interest 
differential was exactly equal to the previous 10-year average. For each $lûû,ûOû of 
outstanding debt carried by a horticultural producer (and Agriculture Canada farm 
finance statistics suggest that the average total debt load, in 1989, for a commercial 
horticultural operation was $102,0OO), even a 1.25 percentage point adverse spread on 
interest rates means an extra cost burden of $l,W, per year compared to his 
U.S. counterpart. 

The Canadian-U.S. exchange rate entered the 1980s on a depreciating trend. The 
period of depreciation for the Canadian dollar continued into 1986 (Figure 8.1). This 
period was followed by an appreciation of the Canadian dollar. Over the period from 
the first quarter of 1986 to the second quarter of 1991, the Canadian dollar appreciated 
by over 22 percent. The value of the Canadian dollar was higher in July 1991 than it 
was in 1980. Moreover, the value in J d y  1991 was nearly 8.75 percent above the average 
value for the period 1980-91. 

The value of the Canadian dollar is important to growers and processors of fruits 
and vegetables due to its impact on the price of traded commodities and on the price of 
imported factor inputs such as machinery, seeds and pesticides. During a period of 
demeciation of the Canadian dollar, exporters may keep their foreign prices constant and 
increase their profit margins (from greater domestic price proceeds) or they may be able 
to reduce their export prices and build market share. In either case, exporting is made 
more attractive to growers. However, a depreciation of the Canadian dollar may lead to 
higher prices for imports. The price of imported machinery and equipment may rise, 
increasing input costs for growers. The price of competing import commodities may also 
rise during this period, although some importers may attempt to keep their prices 
unchanged to maintain market share. To the extent that imported commodity prices rise, 
Canadian growers may be able to increase their prices while maintaining the historical 
price relationship between Canadian and U.S. products. 

During a period of atmreciation of the Canadian dollar, exporters are faced with 
a choice of increasing their export price to keep their profit margins constant, and 
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probably losing market share, or maintaining their export price to maintain market share 
with an accompanying decline in profit margins. In either case, exporting becomes less 
attractive. The appreciation also puts downward pressure on import prices. Prices for 
domestic produce may come under downward pressure from cheaper imports. 

On the plus side, a period of appreciation of the Canadian dollar forces domestic 
growers, indeed all Canadian industry, to improve the productivity and competitiveness 
of their operations. As well, an appreciation of the Canadian dollar is frequently 
accompanied by a reduction in general inflation and wage increases in Canada which, 
in turn, should help the competitiveness of Canadian growers of fresh fruits and 
vegetables. 

The review of grower costs suggests that the total cost of producing an acre of 
fruit or vegetable is, on average, higher in Canada than in the United States. Higher 
total growing costs in Canada are mainly due to the costs for chemicals, interest 
expenses, fuel and packaging. Higher costs in one jurisdiction compared to another do 
not necessarily mean that costs on a per unit of output basis will be higher in that 
jurisdiction. Producers with high costs may have a more productive operation due to 
technology or management or productivity. In the next chapter, the primary focus will 
be to assess whether the higher input costs for producers are associated with higher, 
comparable or lower costs per unit of output. 

3. Processor Costs 

(a) General 

Whiie most provincial governments collect information on the cost of production 
for fruits and vegetables, data are not collected on the cost of production for processors. 
Data for processing costs in the United States are also not collected. The published 
information in the Census of Manufacturers in both countries lacks sufficient 
disaggregation and timeliness to be used as appropriate approximations to the cost of 
production for various processed products. 

In order to compare processor costs in Canada and the United States, the Tribunal 
commissioned Price Waterhouse to collect data from processors to prepare cost estimates 
for the production of several processed fruit and vegetable products in Canada and the 
United States. The products chosen were: canned and frozen peas, beans and corn; 
tomato paste and tomato juice; potato chips and french fries; apple juice and apple sauce; 
and canned peaches and canned pears. The major categories of processor production 
costs were raw product, supplies, labour, production overhead and fixed overhead. 

One important use of the data presented by Price Waterhouse is to provide a 
general sense of the relative shares of the major input components. The average share 
for the major input components for the processing of peas, beans and corn (for both 
canned and frozen product) in Canada and the United States is set out in Table 8.6, It 
must be emphasized that the shares in the table are averages. Each firm will probably 
have a different "recipe" for combining raw products and combining resources to produce 
a similar product. In addition, production costs may be allocated in different ways. 

In the table, raw product is defined as the total cost of the product per unit of 
output. The cost includes payments to growers, harvesting and transportation costs and 
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various in-plant costs such as washing, sorting and other preparation for production. 
Supplies include complementary food supplies (sugar, Salt, etc.) and packaging. Labour 
includes all remuneration for supervisory and non-supervisory production line workers. 
Production overhead includes production costs such as fuel, utiiities, repairs and 
maintenance and plant supplies. Fixed overhead includes such costs as taxes, insurance, 
depreciation, lease and rental payments, and corporate/office management and 
administration expenses. In addition, information on transportation and tariff costs was 
also collected by Price Waterhouse. While this information is not shown in Table 8.6, it 
will be used later in the chapter. It should be noted that interest and financing charges, 
as well as marketing and selling expenses, have not been included in the above 
production costs. 

Table 8.6 

RELATIVE SHARES' OF CANNED A N D  FROZEN PROCESSING 

COSTS (1990) IN CANADA AND THE UNITED STATES 

(Percent) 

Canned' Frozen' 
United United 

Canada States Canada States 

Raw product 22 25 43 47 
Supplies 34 38 10 11 
Labour 12 9 20 18 
Production overhead 14 13 14 13 
Fixed overhead - 17 - 14 - 13 - 11 
Total2 100 100 100 100 

1. These shares should not be interpreted as absolute dollar amounts because the 
total costs are not the same for the two types of products or the two countries. 

2. Average for producing cans or frozen packs of peas, beans and corn. 

Source: Price Waterhouse Commodity Exhibits. 

As shown in Table 8.6, the relative importance of raw produd, supplies and 
labour varies significantly between canned and frozen processing in both countries. 
More importantly for competitiveness, both raw product and supplies represent a smaller 
proportion of total costs in Canada than in the United States. As a result, labour and 
overhead costs represent a larger proportion of total costs in Canada than in the 
United States. 
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(b) Raw Product Cost 

A measure of raw product cost for processors is not a measure of producer 
returns. Raw product cost for processors may be measured in different ways. One 
approach is to estimate the cost of purchasing the raw product and delivering it to the 
fadory door. A second approach is to add the processing costs for washing, cutting, 
sorting and other preparations to the cost of the product delivered to the factory door. 
With this approach, the cost will Vary with the particular recipe used by the processor 
and with the in-plant yield (number of cases per tonne of raw product). This second, 
more comprehensive, approach was used by Price Waterhouse. As a result, raw product 
costs as used in this study are an accounting measure for the raw product cost per unit 
of output which is typically defined as a case of final product. 

For canned products, the raw product generally accounts for 25 percent to 
40 percent of the factory cost. The proportion of raw produd cost in the production of 
canned fruits is normally higher than for canned vegetables since fruit is usually a higher 
cost raw material. For frozen fruits and vegetables, the raw product cost element is 
typically more important than in Canning. For example, the raw product for canned 
peas, beans and corn processed in Ontario accounts for an average of 22 percent of 
production costs, compared with 43 percent for the raw product for processing frozen 
peas, beans and corn. A better quality and more expensive raw product is generally used 
for the frozen product than for the canned form. Also, the container cost for frozen 
fruits and vegetables is generally less than for the canned product, with the result that 
raw product cost becomes relatively more important for processing frozen commodities. 

Considerable caution must be observed in assessing the comparability of raw 
product costs in the two countries. Processors generally arrange contracts with growers 
for the purchase of fresh produce. In these contracts, the processor pays the grower 
through a combination of cash and complete or partial services. Examples of services 
include provision of seed, fertilizer, crop insurance and harvesting. The data collected 
by statistical and agricultural agencies normaily focus on the contrad prices without 
reference to the inclusion of specific services. As a result, raw product cost data based 
on contracts may not be exactly comparable between regions and countries. 

A second reservation on the comparability of raw product costs arises from the 
different characteristics of the produce destined to the processor. The characteristics 
include varieties, typical yield, tenderness, grade and size. In turn, these characteristics 
may affect the eventual end use of the produce: freezing or Canning; as a vegetable or 
juice; or for secondary processing. If one geographical area grows a high-grade variety 
for a specific end-use market and another area grows an average-grade variety for 
general use, then a comparison of raw product costs between the two areas is probably 
not representative. 

A third factor affecting the comparability of raw product costs is the use of 
’ averages. In reality, the range of data includes costs for large and small, efficient and 

inefficient farms and firms. The process of averaging means that the resulting average 
may not appear to be representative to a particular grower or processor. 

Despite the obstacles in comparing raw product costs in the two countries, the 
Tribunal believes it is important to get a sense of the relative levels of input costs as part 
of the assessrnent of processor competitiveness. As a starting point in the assessment of 
competitiveness, data from recent studies on raw product costs for processors in both 
countries are compared in Canadian dollars. Rather than focus on the specific dollar 
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estimates of raw product costs in the studies available to the Tribunal, however, the 
Tribunal has decided to look at what ranges these cornparisons fall into. Cost 
comparisons were segmented into one of three broad ranges: similar (within 10 percent 
of U.S. costs), higher (more than 10 percent above the U.S. cost) or lower (more than 
10 percent below the U.S. cost). 

Several comparisons of the costs incurred by Canadian and U.S. processors in 1989 
for raw peas, beans, corn, tomatoes, potatoes, apples, peaches and pears are shown in 
Table 8.7. The Coopers & Lybrand study for AMPAQ indicated that the processor costs 
for peas, beans and corn in Quebec and Wisconsin were approximately the same. The 
Price Waterhouse study for the Tribunal indicated that prices in 1989 for peas and corn 
are higher in Ontario than in Wisconsin, but the price for beans is lower in Quebec than 
in Wisconsin. The Crane Management study for the B.C. Food Processors' Association 
and the B.C. Vegetable Marketing Commission indicated that the raw product cost for 
peas, beans and corn was more than 15 percent higher in Ontario and Quebec than in 
Wisconsin. (The cost of these three products was over 25 percent higher in 
British Columbia than in Wisconsin; the cost was over 10 percent higher than in the 
State of Washington and Oregon, except for corn, where the difference was less than 
10 percent.) In the case of apples for juice and sauce and of potatoes for potato chips, 
the Price Waterhouse study indicated that the cost for processors is higher in Canada 
than in the United States. This study aiso showed that the processor cost for potatoes 
for frozen french f ies  is similar in the two countries. 

The data presented in Table 8.7 indicate that the cost of raw product at the 
factory door of the Canadian processor is similar to, or higher than in, the United States. 
This finding is generally similar to that made in 1990 by the Task Force on 
Competitiveness in the Agri-Food industry. Moreover, in commenting on the cost 
difference, the Task Force reported that "processors and growers in the major growing 
region of Ontario have begun to work together to eliminate the price differentials 
between Canada and the United States to try to preserve the processing industry in that 
province." 
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Table 8.7 

COMPARISON OF PROCESSOR COSTS* FOR RAW PRODUCT INPUTS 

(Canadian Cost Compared to U.S. Cost) 

Lower Similar Hieher 

Peas 
Beans 
corn 
Tomatoes (for paste) 
Potatoes (for chips) 
Potatoes (for fries) 
Apples (for juice) 
Peaches 
Pears 

AMPAQ Crane, PW 

M A Q  Crane, PW 
PW AMPAQ Crane 

PW 
PW 

PW 
PW 
PW 

PW 

* 
AMPAQ: Association des manufacturiers de produits aiimentaires du Québec (raw 

product cost in final product). 
Crane: Crane Management Consultants Ltd. (plant door cost). 
PW: Price Waterhouse Commodity Exhibits (raw product cost in final 

product). 

In Canadian dollars, excluding tariffs and transportation costs. 

(c) Supplies (Packaging) 

Packaging costs for processors were estimated to be, on average, around 
20 percent of the total cost of production, although, for some products, there is 
considerable variation from the average. Packing includes metal and glass containers, 
printed cartons, corrugated shipping cases and printed labels. 

The data on packaging costs in 1989 collected by the Agri-Food Task Force 
indicated that "almost every form of packaging commonly used in the food industry has 
a higher cost in Canada." The price differences for the various packaging items ranged 
as high as 40 percent in 1989. The higher prices in Canada as opposed to those in the 
United States are due to higher manufacturing costs in Canada arising from inefficiencies 
in scale, too many product lines and low capacity utilization. 

In a submission to the Tribunal at the hearing in Ottawa, Perry Nelson, the 
President and Chief Executive Officer of Crown, Cork and Seal, indicated that container 
costs were higher in Canada than in the United States, but that ongoing industry 
restructuring was leading to a significant narrowing of the price differentials for metal 
containers. He also indicated that the deciine in tariff protection for the packaging 
industry was a key stimulus to the start of efforts to reduce costs in Canada relative to 
the United States and that the industry aimed to be fully competitive within 
North America well before the complete phase out of tariffs between Canada and the 
United States. 
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(d) Labour (Wage Rates) 

Table 8.8 sets out average hourly earnings and total hourly compensation costs 
for fruit and vegetable processing for Canada and the United States from 1986 to 1991, 
On an exchange rate adjusted basis, average hourly earnings were higher in the 
United States than in Canada in 1986 and 1987, but since 1987, Canadian wages in 
U.S. dollars have become higher by a gradually increasing margin. In part, the change 
since 1986 reflects a 16 percent appreciation of the Canadian dollar relative to the 
U.S. dollar. On a regional basis, average hourly earnings in British Columbia were 
higher than in Ontario for the entire period from 1986 to 1991. 

In the case studies conducted by Price Waterhouse, the estimate of the wage rate 
for the processing induçtry was average wages per employee based on data from the 
Census of Manufactures. The disadvantage of the Census data is that comparable wage 
information beyond 1987 is not yet available. As a result, the Tribunal used the data on 
average hourly earnings for the fruit and vegetable processing industry for the analysis 
of the current industry wage rate. For 1986 and 1987, both sets of wage data show the 
Canadian wage rate to be less than the US. wage rate. 

As in the case of farm workers, an estimate of the employer cost of required 
worker benefits was prepared and is included in Table 8.8. The estimate of the cost of 
benefits assumes that benefits cost the same percentage of the hourly wage for both farm 
and processing workers. The resdting total cost of hourly compensation, adjusted for 
the exchange rate, indicates that compensation costs are 3 percent higher in Canada than 
in the United States in 1991. Total hourly wage costs in Ontario, however, were 
14 percent higher than the Canadian average. 

The wage bill as a share of total factory costs is estimated to be, on average, about 
Variations of up to 10 percent in the fruit and vegetable processing industry. 

5 percentage points on either side of the average are likely to occur. 
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Table 8.8 

TOTAL HOURLY LABOUR COMPENSATION IN THE FRUIT AND VEGETABLE 
PROCESSING INDUSTRY 

CANADA' - U.S? COMPARISON 

B.C 
1. Houdy Eamings 

(Basic Wage):3 

Domestic Workers 

1986 11.8 
1987 11.3 
1988 11.6 
1989 125 
1990 13.3 
1991 14.1' 

Foreign 
(Offshore) Worked 

1990 
1991 

L ~ e n e f i t s ~  
(Legally Required 
in 1991), %: 

3. Total Hourly Compensation, 1991: 
Domestic Workers 
Foreign (Offshore) Workers 

Prairies QI& s)ue 

KAN=- 

- 11.0 
- 11.0 
- 11.4 
- 120 
- 125 
- 13.8, 

- 5.55 
- 5.75 

- 11.12 
k 

- 15.33 
- 6.39 

7.7 
8.4 
8.6 
8.9 
10.0 

Nova 
Scoiia îanaàa -- 

6.7 10.0 
7.0 10.1 
7.2 10.4 
7.6 10.8 
8.4 11.5 
- 121* 

- 11.12% 

- 13.45 

&change 
- Rate United States 

-Usyh- CANsIzi- -CANS/USS 

8.02 11.1 1.3894 
8.26 11.0 1.3260 
8.40 10.3 1.- 
8.71 10.3 1.1842 
8.95 10.4 1.1668 
9.43 10.9** 1.1541** 

- 19.85% 

- 13.06 

Not available, or not applicable. 
Average for the first quarter of 1991. ' 

'* Average for the first five months of 1991. 
1. SIC 103, Fruit and Vegetable Pnxessing Indus* (1970 base) in Canada. 
h SIC 203, Preserved Fruit and Vegetable Industry in the United States. 
1. Hourly eamings reprrsent gros pay before deductions for taxes, unemployment insurance contributions, etc. 
L. Foreign (offshore) workers engaged in canninglprocessing in Ontario under the Commonwealth Canbbean and Mexican 
jeasonal Workers' Pmgrams. 
i. Benefits include Canada Pension Plan in Canada (Social Security in the U.S.), Unemployment Insurance, MediCace, and 
Norkers' Compensation. Other benefits, such as transportation and housing for foreign workers, are excluded due to a la& of 
iata. See Table V-1 for details. 

jource: Canada: Statistics Canada, Emplovment Eamings and Hours, Cat. No. 72-00Z Monthly, 1986-91; and CANSIM 
United States: US. Department of Labor, Supplement to Emplovment and hrninm, Bureau of Labor Statistics, 1989; 
or 1989, 1990 and 1991 data was obtained by telephone from the U.S. Department of Labor. 

In Canada, foreign workers are allowed to work in the fruit and vegetable 
processing industry under offshore labour programs. In 1990, a total of û41 positions in 
the Ontario processing industry were filied by foreign workers. The basic hourly wage 
rate for workers in the program in Ontario was $5.55 in 1990 and is $5.75 in 1991. M e r  
adjustment for benefit costs, the average hourly employer cost for foreign workers in the 
processing industry in Ontario in 1991 is $6.39, compared with $15.33 for regular 
employees. This differentid represents a strong incentive to use offshore workers to fill 
vacancies for unskiiied and non-technicd positions. In 1990, however, the percentage of 
foreign workers in total fruit and vegetable processing employment in Ontario was only 
about 10 percent. 
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(e) Overhead costs 

Overhead costs include repairs and maintenance, plant supplies for cleaning, 
taxes, insurance, depreciation, tax and rends,  corporate and office management, 
financing costs, marketing expenses and s e h g  expenses. The data in Table 8.6 indicate 
that overhead costs are a very important element of total production costs, with their 
average share of total costs in the neighbourhood of 30 percent in Canada and 25 percent 
in the United States. Information provided by processors at the hearings suggests that 
the difference in the relative share of overhead between Canada and the United States 
may be due’to smaller scale plants, less specialization, lower capacity utilization and a 
shorter processing season in Canada. 

With the exception of utility prices, the Tribunal was unable to obtain comparable 
price data at the industry level for the major components of overhead costs for Canadian 
and U.S. fruit and vegetable processors. 

( f )  Utilities 

The cost of electicity and natural gas represents, on average, about 2 percent of 
the cost of production for processors. At the hearings, processors‘ submissions did not 
refer to the cost of utilities in Canada as a problem affecting their ability to compete Mth  
U.S. processors. The data in Tables 8.9 and 8.10 indicate that industrial prices for 
electricity and natural gas are not significantly different in Canada and in the 
United States. 

Table 8.9 

ELECTRICITY RATES 
CANADA AND THE UNITED STATES, 1990 

(CANdkW.h) 

Farmers Processors* 
Januarv 1990 Januarv 1990 

Montréal, Quebec 
Toronto, Ontario 
Calgary, Alberta 
Vancouver, British Columbia 
Sacramento, California 
Salem, Oregon 
Albany, New York 
Olympia, Washington 
Madison, Wisconsin 

6.8 
7.5 
6.7 
6.4 
9.0 
5.4 
9.5 
4.9 
7.5 

6.6 
8.4 
6.0 
6.3 
2.3 
6.7 
8.7 
3.5 
7.3 

“Based on typical monthly billing demand of lûûû kW. 

Source: Survey by Crane Management Consultants Ltd., Vancouver, B.C. 
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Table 8.10 

NATURAL GAS RATES 
CANADA AND THE UNITED STATES, 1990 

(CANdcu. R) 

Montréal, Quebec 
Toronto, Ontario 
Calgary, Alberta 
Vancouver, British Columbia 
Sacramento, California 
Salem, Oregon 
Albany, New York 
Olympia, Washington 
Madison, Wisconsin 

Processors 
Januarv 1990 

2.7 
2.9 
2.5 
2.8 
2.8 
2.6 
2.3 
2.3 
2.4 

Source: Survey by Crane Management Consultants Ltd., Vancouver, B.C. 

(8) Interest Rates 

Credit costs for processors will depend on how the operations of the firms in the 
industry are financed. If the use of borrowed funds by the fruit and vegetable 
processing industry is similar in Canada and the United States, then the higher interest 
rates in Canada will add more to costs in Canada. If the use of borrowed funds is 
relatively greater by the Canadian industry, then the cost differential between the 
two industries will be even greater. 

The two main uses of credit by processors are for the purchase of new capital 
equipment and the financing of inventory. In the case of new capital equipment, higher 
interest rates in Canada may discourage new capital investment projects that could 
improve competitiveness through larger production facilities and the purchase of the 
latest technology. Inventory storage is more seasonal for processors than for most 
manufacturers due to the relatively short processing season and the need to hold 
inventory until the next processing season. Freezing companies tend to have higher 
holding costs than canners due to the need to keep the product refrigerated at all times. 
Larger firms are usually able to borrow money at lower interest rates than smaller 
companies, which would ease the cost of inventory for larger firms. 

Data on the volume of borrowing and the effective interest rate for the processing 
industry in Canada and the United States are not available. The Tribunal assumes that 
the use of borrowed funds in Canada is at least as great as in the United States. If this 
is true, higher interest rates in Canada must lead to higher interest expenses for 
Canadian fruit and vegetable processors. 
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The review of processor costs suggests that the total cost of production is, on 
average, higher in Canada than in the United States. Raw product costs in Canada are 
typicdy similar to or higher than in the United States. Packaging costs, wages and 
overhead costs are higher in Canada. Interest rate costs are also higher for 
Canadian processors. As indicated in the summary of grower costs earlier in the chapter, 
higher component or total production costs may not in themselves signal a lack of 
competitiveness. For processors, the key indicator is the average cost per unit of output 
and the costs to get competing products into the Canadian market. Thus, to compare 
costs in the Canadian market, U.S. costs need to be adjusted to include transportation 
costs and the tariff. Costs for several products which have been adjusted for these 
factors will be discussed in the next chapter. 
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CHAPTER IX 

COMPETITIVENESS OVERVIEW 

1. Introduction 

"Competitiveness" and "competitive position" are terms which appear with 
considerable frequency in the financial and business press. Despite the popuiarity and 
importance of the topic, there are relatively few empirical industrial studies of 
competitiveness. The scarcity of studies probably reflects two difficulties: first, defining 
and measuring competitiveness; and second, assessing the role of a wide range of 
quantitative and qualitative factors determining competitiveness. 

In the absence of a generally accepted definition of competitiveness, the Tribunal 
staff proposed (at the preliminary hearing in September 1990) the use of a 
market-oriented definition of competitiveness: "the ability to maintain or increase market 
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share in domestic and in export markets while earning at least normal profits." With the 
exception of "normal profits," this definition is similar to that used in the Task Force on 
Competitiveness in the Agri-Food Industry. The Tribunal included normal profits in the 
definition in order to emphasize that there is a need for sufficient profit to maintain the 
long-term viability of the industry. 

Any measurement of competitiveness is constrained by the avaiiability of data. 
Ideally, the best approach to assess the competitiveness of a firm or small group of firms 
selling a particdar commodity would be to obtain firm-specific data on production costs, 
market share and profits. However, some firms often do not have all the required data 
readily available or may be unwilling to provide the confidential data for such a study. 
As a result, the Tribunal's assessment of competitiveness did not include measures of 
profits, but focused on costs and market share using a variety of indicators. 

While cost is a very important factor determining the degree of competitiveness, 
the Tribunal believes other, more qualitative factors are also important determinants of 
competitiveness. The Tribunal was able to gain an understanding of the non-cost aspects 
of competitiveness through producers' and processors' testimony and submissions, as well 
as through visits to farms and processing establishments. The elements of success which 
we noticed over and over were steady increases in productivity; marketing practices that 
respond to changing consumer requirements; a Co-operative approach to selling fresh 
produce; and an export orientation in sales. 

The purpose of this chapter is to assess the competitiveness of the fresh and 
processed fruit and vegetable industry in Canada, focusing on 13 major commodities and 
11 major processed products. The research work undertaken by and for the Tribunal 
placed primary emphasis on cost competitiveness. This emphasis was due primarily to 
the fundamental importance of cost in maintaining or improving competitiveness in the 
agricultural commodity area. The assessment of competitiveness for products used a 
combination of data on average cost and market share. 

M e r  the assessment of cost competitiveness, the chapter provides a review of the 
major cornpetitive challenges to the domestic industry. While the challenges are real and 
significant, the Tribunal discovered many ongoing success stories in both the grower and 
processor parts of the domestic industry. The important elements in these success stories 
are summarized in the concluding section. 

2. Framework for Assessing Cost Competitiveness 

There are two main ways for a fïrm to establish a cornpetitive advantage relative 
to competitors. First, the firm could seek to provide the product at a lower price than 
its competitors. This approach is known as achieving competitiveness through cost 
leadership. Second, the firm could seek to distinguish its product as superior to 
competing products, often through extensive advertising and attractive packaging, with 
the expectation of receiving a higher price for it. This approach is known as achieving 
competitiveness through product differentiation. The primary focus of the Tribunal's 
research program was on the cost leadership form of competitiveness. The information 
obtained on costs is also relevant for competitiveness through product differentiation 
because basic production costs are an important factor for competing on this basis as 
well. 

Productivity is the essential link between overall production costs (Chapter VIII) 
and average cost per unit of output. This use of productivity is in contrast to some 

180 



discussions of competitiveness which use productivity as "the" indicator of 
competitiveness. In this study, specific productivity measures are yield per acre (fresh) 
and output per worker (processed). 

A primary indicator of competitiveness is average cost per unit of output. This 
indicator relates input costs (Chapter WI) to output measures to estimate average cost 
per unit of output. For example, wage costs are not expressed in dollars per hour, but 
as costs per unit of production. In this process, wage rates that are higher in one 
jurisdiction may not mean that labour costs per unit of output wili be higher for that 
jurisdiction. Producers or processors in the region with higher labour costs might have 
a more productive labour force or use it more efficiently because of differences in 
technology or management. Per unit labour costs might also be lower because of 
economies of scale or increased productivity. The Tribunal commissioned Price 
Waterhouse to estimate average costs per unit of output in Canada and the United States 
for the growing and processing of eight principal fruits and vegetables. 

While average cost per unit of output provides an integrated approach to 
competitiveness analysis, it has some limitations. First, even if Canada had higher 
production and processing costs than in the United States, Canada could still be 
cornpetitive in its own markets if the combined effects of transportation costs from the 
United States to Canada and the Canadian tariff were sufficient to offset any lower 
U.S. production and/or processing costs. 

In Figure 9.1, a hypothetical graphicai representation of "pricing to the tariff" 
shows how transportation costs and the tariff could offset potentially higher product and 
processing costs in Canada, leading to a competitive price for the Canadian product in 
this domestic market. In other words, the amount of transportation and tariff costs for 
the U.S. processors determines the amount by which Canadian processors' costs can 
exceed those of their U.S. cornpetitors to remain cost competitive. In this figure, raw 
product costs are the total cost of obtaining and preparing produce for the processing 
operation. Processing costs are for supplies, labour and overhead. 
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FIGURE 9.1 

PRlClNG TO THE TARIFF: CANADA AND UNITED STATES 
FRUIT AND VEGETABLEPROCESSORS 

SALES IN THE CANADIAN MARKET 
(CAN$/unit) 

Cost Components United States Canada 

Tariffs (lnto Canada) 

Transp or t at ion Cos t 8 
to Canadian Markets 

Processing Costs 

Raw Product Costs 

Average Cosis Average Costs 

The representation of costs in the figure assumes that processor production costs 
are higher in Canada than in the United States. Alternatively, the representation could 
assume that costs are lower in Canada than in the United States. In this latter case, 
processors would need to decide on the particular price that would rnaxirnize their 
preferred combination of higher profits and an increased volume of sales. They would 
also be able to consider the possibilities of exports into the U.S. market. 

A second limitation to average cost per unit of output is that average costs do not 
reveal the cost profiles of individual firms within the industry. Figure 9.2 demonstrates 
this concept. Each country (A and B) may have an identical average cost for the 
industry (e.g./ 9 0 ~ ) ~  but have quite different cost profiles among individual firms. The 
different profiles in the two countries mean that if the cornpetitive price is 90Q, then only 
50 percent of country A's firms will be cornpetitive, whereas 75 percent of country B's 
firms will be cornpetitive. 
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FIGURE 9.2 
COST PROFILE WlTHlN AN INDUSTRY SECTOR 

Cost 

$1.00 

$0.90 

$0.80 

Country A 

50% 50% 
Percent of Firms wlth 
Dlfferent Cost Levels 

Source: Prlce Waterhouse. 

Country B 

25% 50% 25% 

Percent of Flrms with 
Di f f e re n t Co 8 t Leve 1s 

A third limitation is that if the competitive strategy of an industry is to compete 
through market or product differentiation or by focusing on a niche market, then the use 
of average cost per unit of output to assess the success of the strategy may be 
misleading. If the products are not redy  comparable, then the success of this strategy 
may not depend on having the lowest costs. In the case of relatively standardized 
agricuitural commodities, however, this type of strategy may be difficult to pursue. 

3. Productivity 

Factor productivity represents the portion of total output due to each input factor 
such as labour, machinery and land. While total factor uroductivitv is the preferred 
measure, the lack of the necessary official statistical information for the fruit and 
vegetable (and for most other) industries prevents the use of this measure which would 
have provided estimates of the relative contribution of each input factor to overall 
productivity. As a substitute for total factor productivity, it is common to measure and 
compare (particularly in industries with similar methods of production) the productivity 
of a single factor such as labour or land. 

There are two frequently used measures of productivity for fruits and vegetables. 
In the case of growers, the production yield uer acre or hectare provides a measure of 
the productivity of the combination of soil, climate, fertilizers, pesticides, labour, 
harvesting techniques, etc. Average production yields for the 13 principal fruit and 
vegetable crops are shown in Table 9.1. These yields are average measures for each crop 
over a 5year period. They are also averages of the different yields of crops grown for 
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the fresh and the processed markets. For example, carrots grown for processing are 
usualiy allowed to become bigger (and heavier) than carrots grown for the fresh market. 
As a resuit, the yield per acre or hectare w i l  be infiuenced by whether the crop is grown 
primarily for processing or the fresh market. 

Average production yields are generally higher in the United States than in 
Canada, although there are several exceptions. While detailed research into the causes 
of the difference in yields was not undertaken by the Tribunal staff, the explanations for 
the higher yields in the United States most frequently provided were a longer growing 
season as well as less variation in temperature and in land quality. Consistent ripening 
across a production area makes it easier to schedule harvesting effiaently. A longer 
growing season enables producers to supply product to a processor over a longer period, 
which contributes to economies of scale for the processor. Tesiimony received by the 
Tribunal suggests that there is a wide variation in production yields among producers 
in Canada. The best producers in Canada typically have yields that are above the 
average in the United States and, in some areas, are equal to the top yields in the 
United States. 
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Table 9.1 

FRUIT AND VEGETABLE PRODUCTION YIELDS, CANADA AND UNITED 
STATES 

(tonnes per acre, average 1985-89) 

(a) Vegetables Assessed by Price Waterhouse 

Potatoes Tomatoes 
(fresh) 

Atlantic 11.7 
Quebec 8.8 
Ontario 8.6 8.4 
Prairies 9.5 
British Columbia 
Wisconsin 
Caiifornia 12.4 
3hio 8.6 

Maine 12.4 
Vorth Dakota 6.8 

Washington 24.4 

b) Vegetables Assessed by Tribunal Staff 

Mushrooms* Carrots 

Zuebec 10.6 
Intario 3.7 21.1 
hitish Columbia 3.5 

hiifornia 16.9 
uew York 
dichigan 11.7 
'ennsylvania 4.7 

c) Fruits Assessed by Price Waterhouse 

Apples Peaches 
luebec 5.9 
Intario 6.6 5.1 
lritish Columbia 9.6 

'alifornia 12.4 
qashington 12.8 
iew York 6.9 
outh Carolina 3.8 

Toma toes 
( P m J  

17.5 

27.2 
21.2 

Onions 

11.9 
15.0 

12.2 
12.6 

Pearç 

5.3 
5.4 * * 

12.4 
13.3 

4.5 1.5 2.7 
4.6 1.5 2.6 

2.7 

4.7 1.3 2.8 

Lettuce 
8.3 

14.4 
9.0 

Pounds per square foot. 
Average based on fewer than five years. 

mrce: Price Waterhouse and Statistics Canada. 
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A second measure of productivity, which is most frequently used in the 
processing sector, is oubut  per worker or labour productivity. It measures the ability of 
an industry to combine equipment, technology and a skilled workforce to produce 
output. Labour productivity is usuôiiy measured either as nominal or real (i.e., after 
removing the effeds of price changes) output per worker. In the case studies prepared 
by Price Waterhouse for the Tribunal, labour productivity in Canada and the 
United States was estimated as the shipment value per worker and as value added (the 
value of shipments less the value of ali inputs) per worker. The data are from the 
Census of Manufactures and are available through 1987. 

For the fruit and vegetable Canning industry, productivity appeared to be 
consistently lower in Canada than in the United States from 1980 to 1987 (Figure 9.3). 
The difference in the level of productivity in 1987 was 28 percent for shipments per 
worker and 43 percent for value added per worker. 

A comparable analysis for frozen fruit and vegetable processors indicates that the 
level of productivity in Canada was above that in the United States in 1987, after being 
lower for the period from 1980 to 1986 (Figure 9.3). In 1987, productivity in Canada was 
8 percent higher using the shipment per worker measure, and 14 percent higher using 
the value added per worker measure. 
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FIGURE 9.3 
SHIPMENT VALUE AND VALUE ADDED PER WORKER 

(1990 CAN$/Worker) 
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Labour productivity may be combined with total labour costs to yield labour costs 
er unit of outriut. In the case of the fruit and vegetable Canning industry in 1987 (the 

{test year for Census data on wages and productivity), although wage rates were lower 
in Canada than in the United States, the lower level of labour productivity in Canada 
more than offset Canada's wage cost advantage, leading to higher labour costs per unit 
of output in Canada. In 1987, wages as a percentage of shipment value were 9 percent 
in Canada and 7 percent in the United States (Figure 9.4). 

For frozen fruit and vegetable processors in 1987, the lower wage rates and the 
higher levels of productivity in Canada combined to produce significantly lower labour 
costs per unit of output than in the United States. Wages as a percentage of shipment 
value were 8 percent in Canada and 9 percent in the United States. (Figure 9.4). 

The extension of the estimates of productivity and unit labour costs from 1987 to 
1990 is not possible due to the lack of official data for this period. The submission from 
the OVGMB et al. reported, however, that "discussions with processors indicated that 
labour costs per unit of output are higher (than in the United States), which implies that 
the productivity of inputs, including labour, is lower." This view would indicate no 
change in the trend of unit labour costs for canners, but a possible reversal of the 1987 
lower-cost situation for frozen processing. The data on wage rates in the processing 
industry (Chapter VIII) indicated that Canadian wages in US. dollars have become higher 
than in the United States since 1987 by a gradually increasing margin. The estimates 
suggested that early in 1991, the total cost of hourly compensation, adjusted for the 
exchange rate, is 3 percent higher in Canada than in the United States. 
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FIGURE 9.4 

WAGES AS PERCENT OF SHIPMENT VALUE 
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Source: Price Waterhouse. 
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4. Assessrnent of Cost Competitiveness 

(a) Growers 

The data in Table 9.2 show the average cost of production per acre, yield and 
average cost per tonne for growing 6 vegetable crops in various provinces and States 
in 1989. The data in Table 9.3 show similar data for 5 fruit crops in 1989. The data on 
average production cost per acre are generally consistent with the conclusion reached in 
Chapter VI11 that total production costs for growers are higher in Canada than in the 
United States, mainly due to differences in the cost of pesticides, fuel and interest rates. 
In some States where there are higher costs per acre (e.g., potatoes in the State of 
Washington and Maine as well as pears in the State of Washington), the higher costs are 
frequently offset by higher yields, with the result that average costs per tonne are usually 
lower in the United States. The data on yields in the two tables for the 11 crops in 1989 
are also consistent with the observation in the section on productivity earlier in this 
chapter: crop yields are generally higher in the United States than in Canada. 

The estimates for average cost per unit of output are derived by dividing the 
average cost of production per acre by yield per acre. This process allocates the total cost 
of producing a crop over the size of the crop. For some geographical areas, the 
caldation of average cost per tonne alters the relative cost position of the area. As 
shown in Table 9.2, the State of Washington moves from the highest average production 
cost for potatoes to the lowest average cost per tonne of output. In Table 9.3, the 
ranking of the State of Washington for the production of apples is similarly reversed. 
In other areas such as New Brunswick and Prince Edward Island, however, the relative 
ranking for the production of potatoes is virtudy unchanged. 

Differences in average cost per tonne do not necessarily imply that the growers 
with the higher cost are not cornpetitive, partidarly in their home market. The 
negotiations between the growers and processors to establish raw product prices for 
processing normally take into account the transportation and tariff charges for the 
finished product from the nearest competing plant. As a result, the estimates of average 
cost per tonne of output in the United States should be adjusted upwards to reflect 
transportation and tariff charges. 

The data in Table 9.4 show the effect of adjusting the 1989 average cost per tonne 
of output to reflect the separate impacts of transportation and tariff charges required to 
bring the U.S. processed product into Canada. These adjustment factors were derived 
from the costs of moving U.S. processed product into the Canadian market, as estimated 
in the product case studies prepared by Price Waterhouse. These adjustments have been 
shown separately to allow the reader to remove the effects of tariffs, which will be 
eliminated by 1998. In the case of tomatoes, for example, the adjusted cost of Ohio 
tomatoes for processing, delivered into Ontario with no tariffs, would be $116 per tonne. 

In interpreting the results in Table 9.4, the Tribunal realized that the data 
represent the production for large geographical areas for a particular year. Some 
allowance should be made for differences in the underlying statistical methodologies, crop 
types and varying emphasis between production for the fresh and processed marke't. In 
comparing the adjusted cost per tonne for two competing areas, if the cost difference was 
less than 10 percent, then the crop costs were viewed as similar. 

After the adjustment for transportation and tariff costs, Canadian growers in 1989 
had similar or lower average costs in 7 of the 9 crop comparisons, as shown in Table 9.4. 
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The favourable cost comparisons for Canadian growers included a l l  the vegetable 
products and apples. However, the Canadian production costs for peaches and pears 
were significantly higher than in the United States, even after adjusting for 
transportation and tariffs. 

The comparisons for peas, beans, corn and tomatoes in Table 9.4 are consistent 
with the submission that the OVGMB made to the Tribunal at the hearing in September. 
In the submission, the OVGMB claimed that the cost of peas, beans, corn and tomatoes 
for processors in Ontario is “cornpetitive” with the cost for the nearest U.S. competitors. 

Looking at the longer term, Canadian producers m u t  bring their costs down at 
least as fast as tariffs if they are to maintain or improve their competitiveness with their 
U.S. counterparts. The amount of cost reduction required, however, will depend on the 
extent of concurrent changes in other factors such as transportation costs, production 
technologies and the Canadian exchange rate. The cornpetitive challenge &O indudes 
recognizing that OUT competitors are not standing SM, but are keen to improve their 
competitiveness. 
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Table 9.2 

AVERAGE COST PER TONNE: VEGETABLE GROWERS, 1989 
CANADA AND THE UNITED STATES 

Potatoes- Processing 
Ontario 
Maine 
New Brunswick 
Washington 

Ontario 
Maine 
Prince Edward Island 
Quebec 
North Dakota 
Alberta 

Potatoes - Table 

Tomatoes - Processing* * 
Ontario 
Ohio 
California 

Peas - Processing 
Ontario 
Quebec 
Wisconsin 

Green and Wax Beans - 
Processing 

Wisconsin 
Ontario 
Quebec 

Sweet Corn - Processing 
Quebec 
Ontario 
Wisconsin 

(CAN$) 

Average Cost 
of Production 

($/acre) 

1,303 
1,735 
1,129 
1,867 

1,051 
1,803 
1,548 
1,133 

765 
937 

2,031 
1,966 
1,760 

499 
552 
456 

674 
498 
690 

484 
359 
405 

Yield 
(tonne/acre) 

10.8 
14.5 
10.9 
27.2 

7.7 
13.5 
11.6 
9.3 
7.0 

10.0 

18.0 
20.0 
28.0 

1.3 
1.5 
1.4 

3.2 
2.5 
3.8 

4.4 
4.6 
5.4 

Average Cost" 
($/tonne) 

121 
120 
104 
69 

136 
134 
133 
122 
1 O9 
94 

113 
98 
63 

384 
368 
326 

21 1 
199 
182 

110 
78 
75 

* Farm gate costs (does not include costs for tariffs or transportation). 
** These costs, and particularly yields, include tomatoes for whole pack, juice and 
paste which differ from region to region. Paste prices are generally lower than 
whole-pack prices. 

Source: Price Waterhouse Commodity Exhibits. 
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Table 9.3 

AVERAGE COST PER TONNE: FRUIT GROWERS, 1989 
CANADA AND THE UNITED STATES 

Apples - Table 
Quebec 
Nova Scotia 
New York 
British Columbia 
Ontario 
Washington 

Peaches - Processing 
Ontario 
California 

Peaches - Table 
Ontario 
South Carolina 

Pears - Processing 
Ontario 
California 
Washington 

Pears - Table 
Ontario 
British Columbia 

(CAN$) 

Average Cost 
of Production 

($/acre) 

2,032 
1,553 
1,689 
2,811 
1,977 
2,963 

3,865 
3,261 

5,387 
4,081 

2,002 
3,259 
3,832 

1,967 
3,069 

s e l d  
(tonne/acre) 

6.8 
6.2 
8.0 
13.4 
9.5 
14.3 

6.4 
14.3 

6.4 
6.9 

3.6 
15.4 
18.1 

3.6 
11.3 

Averave Cost* 
($/tonne) 

299 
250 
21 1 
210 
208 
2w 

604 
228 

842 
591 

556 
212 
212 

546 
272 

* Farm gate costs (does not include costs for tariffs or transportation). 

Source: Price Waterhouse Commodity Exhibits. 
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Table 9.4 

COMPARISON OF COST COMPETITIVENESS FOR GROWERS 
OF PROCESSING CROPS, 1989 

CANADA AND THE UNITED STATES 

Potatoes 
New Brunswick 
Maine 

Tomatoes 
Ontario 
Ohio 

Peas 
Ontario 
Wisconsin 

Beans 
Quebec 
Wisconsin 

corn 
Ontario 
Wisconsin 

Apples 
British Columbia 
Washington 

Ontario 
New York 

Peaches 
Ontario 
California 

Pears 
Ontario 
Washington 

(CAN$/tonne) 

Adiustments* 
Average For For 

Cost Transportation Tariffs 

104 O O 
120 10 10 

113 O O 
98 18 11 

384 O O 
326 34 37 

182 O O 
21 1 25 13 

4 

78 O O 
75 6 8 

224 O O 
201 25 17 

208 O O 
21 1 25 17 

604 O O 
228 36 20 

556 O O 
212 34 19 

Adjusted 
cos t 

104 
140 

113 
127 

384 
397 

182 
249 

78 
89 

224 
243 

208 
253 

604 
284 

556 
265 

* Adjustments approximate the impact of transportation and tariff charges on the 
F.O.B. cost of U.S. processed products delivered into the competing Canadian province, 
based on data provided by Price Waterhouse. 

Source: Price Waterhouse Commodity Exhibits and the Tribunal. 



(b) Processors 

The estimates of the delivered price in Canada for selected processed fruits and 
vegetables are shown in Table 9.5. The estimates were prepared by Price Waterhouse as 
part of the case studies commissioned by the Tribunal. Estimates are shown for 
I l  products processed from 6 of the 8 commodities under study. (See Appendix C for a 
review of the process used to select commodities and geographical locations). Specific 
cost estimates for processed peaches and pears were not included in their report because 
data were available for only one processor. 

In Table 9.5, the comparison of the estimated price delivered in Canada for the 
products produced in both countries indicates that the price is lower in 6 of the I l  cases, 
with the Canadian advantage for these products ranging from 5 percent to 30 percent. 
Based on these estimates, Canada has a cost advantage in the production of canned and 
frozen beans, potato chips,' frozen french fries, apple juice and apple sauce. Moreover, 
the Canadian price for tomato paste is less than 2.5 percent higher than the U.S. price, 
suggesting similar competitiveness. For the remaining 4 products, the Canadian price is 
5 percent to 10 percent higher than the U.S. price. 

1. While there appears to be a cost advantage for Canadian processors of potato chips, 
the domestic industry may have higher marketing expenses than U.S. processors in the 
Canadian market. The Canadian processors provide marketing services to a wide range 
of stores and locations while the U.S. processors tend to focus on supermarkets in large 
cities. 
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Table 9.5 

COMPARISON* OF DELIVERED PRICE IN CANADA 
FOR SELECTED PROCESSED FRUITS AND VEGETABLES 

Non-frozen Processing 
Canned Peas 
(24 x 14 oz. cans) 

Canned Beans 
(24 x 14 oz. cans) 

Canned Corn 
(24 x 14 oz. cans) 

Potato Chips (200 g bag) 
Tomato Paste (per lb.) 
Apple Juice 

Apple Sauce 
(12 x 48 oz. cans) 

(24 x 14 oz. cans) 

Canada 

12.30 

9.18 

10.80 
0.64 
0.44 

9.70 

11.20 

( C A W  

United 
P States 

11.26 

9.65 

9.72 
0.69 
0.43 

11.13 

11.92 

13.83 
Frozen Processinq 

Frozen Peas (1211 kg packs) 
Frozen Beans (12-1 kg packs) 
Frozen Corn (12-1 kg packs) 
Frozen French Fries 

14.54 
12.29 
12.89 

8.87 (6 x 5 lb. bags) 

14.83 
12.21 

11.50 

Canadian U.S. 
Cost Cost 

Advantaee Advantaee 
(%) (%) 

8.5 

5.1 

7.8 

14.7 

6.4 

20.7 

29.7 

n and tariffs into C 

10.0 

2.3 

4.9 

5.3 

* U.S. Price (including costs of transportati 
Canadian Price. 

nada) compared to 

Source: Price Waterhouse Commodity Exhibits. 

(c) Overview of Market Share 

A primary indicator of competitiveness is the Canadian producers' share of the 
domestic market or the commodity market share. This indicator uses total "industry" data 
for each commodity rather than data for a firm or group of firms selling the particular 
commodity. Related share indicators include imports as a percentage share of domestic 
production and exports as a percentage share of domestic production. In general, if a 
product is cornpetitive, then its market share should rise or at least remain constant. If 
a produd is not cornpetitive, then its market share should decline. 

Data on the above three share measures for the principal vegetable and fruit 
products under study are set out in Table 9.6 (for the fresh market) and Table 9.7 (for 
processing). The growth rates in per capifu consumption and in production are also 
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included in the table. An estimate of these measures for total vegetables and total fruits 
is also provided. 

The data for fresh veeetables suggest that total Canadian vegetable production 
in the 1980s was competitive. Despite the slow growth (1.9 percent) in consumption 
during the decade, production grew by 5.5 percent over this period. This production 
growth was used to expand exports and to supply the growing domestic market. The 
producers' share of the domestic market was unchanged between the first and second 
half of the decade at 75 percent. 

The data for fresh fruits suggest some loss in competitiveness in the 1980s. 
Per capita consumption declined by 1.8 percent while domestic production feli by 5.3 
percent. Imports increased sharply to fiU the gap between consumption and production. 
Exports as a share of production declined marginally during the decade. The producers' 
share of the domestic market feu4 percentage points during the decade. 

Vegetables 

Potatoes 
Mushmms(1) 
Tomatoes 
Corn 
carrots 
Lettuce 
Beans(2) 

Total Vegetables 

Fruits 

APPles 
Peaches 
PeaL-5 

Total Fruiîs 

Table 9.6 

FRESH FRUITS AND VEGETABLES 
MARKET STATISTICS 

Canadian 
Produced Share 

Per Capita Imports as a Exports as a of the 
Consumotion Production 90 of Production of Production Domestic Market 

$Change* $ Change* 1980-84 1985-88 19ôû-M 1985-88 1980&1 1985-88 

1.6 4.5 8 9 18 18 91 89 
36.4 47.0 7 11 1 2 93 90 

22.0 220 170 1 3 31 36 
' 23.6 32 30 O O 76 77 

@3) 
18.7 

25 32 24 24 75 70 
473 420 10 8 16 18 

0.0 (3.2) 
0.0 14.3 
0.0 1.3 95 123 O 15 51 44 

1.9 5.5 27 28 17 17 75 74 

35 43 24 23 69 64 
15.0 80 53 O 1 55 65 

15.0 (7.5) 146 216 4 2 40 31 

(7.3) (3.2) 
(9-1) 

(1.8) (5.3) 46 55 20 19 64 60 

* 
(1) Averages are 1985-89. 
(2) 

Percent change from average for 1980-84 to average for 1985-88. 

Beans, fresh exports are for 1988 only. 

Source: Fresh Fruits and Vegetables Profile, the Tribunal. 

The data in Table 9.7 suggest that veeetables for rirocessing were competitive 
during the 1980s. Production grew by 12.5 percent compared to per capita consumption 
growth of 1.3 percent. The strong growth in production led to a decline in imports as 
a share of production and to a rise in exports as a share of production. The overall 
producer share of the Canadian market rose marginally during the decade. 
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During the 1980s, per capifu consumption of fruit for Drocessing (mainly for juices) 
rose 13.9 percent, more than double the growth rate for production. While imports as 
a share of production rose rapidly, exports as a share of production also increased. On 
balance, the producers' share of the domestic market for fruit for processing fell 6 
percentage points during the decade. 

Vegetables 

Potatoes 
Mushmms(1) 
Tomatoes 
Corn 

Green Peas 
Beans 

Total Vegetables 

Carrots(2) 

Fruits 

APPIS 
Peaches(3) 
Pears 

Total Fruits 

Table 9.7 

FRUITS AND VEGETABLES FOR PROCESSING 
MARKET STATISTICS 

Per capita 
Consumution 

$ Channe, 

3.5 
(5.6) 
(0.7) 
0.0 

38.9 
(16.0) 
(13.3) 

1.3 

16.3 
0.0 

(14.3) 

13.9 

Production 

$ ChanXe* 

17.9 
17.2 
10.2 
0.4 

36.3 
(13.4) 
(6.9) 

125 

7.4 
47.0 

(35.2) 

6.2 

Chnadian 
Producers' Share 

46 of Production 46 of Produdion Domestic Market 

198094 1985-88 198094 198588 198084 198588 

Imporîa as a Exporîa as a of the 

---- 

2 3 10 19 97 % 
311 247 2 6 24 28 
54 46 1 2 65 68 
4 4 26 23 95 % 

13 15 O O 89 87 
4 6 11 12 % 93 
5 3 7 13 95 % 

18 15 9 14 84 85 

94 119 9 11 49 43 
4% 337 O 8 17 23 
72 141 1 1 58 41 

102 127 8 11 47 41 

* Percent change h m  average for 1980-84 to average for 1985-88. 
(1) Averages are 198589. 
(2) Carrot exports rrflect an 198587 average. 
(3) Peach exports are for 1988 only. 

Source: F m h  Fruit and Vegetable Profile, the Tribunal. 

(a) Market Share by Commodity 

Curent market share data for processed products that could be used to assess 
competitiveness are not available. An indirect assessment of the competitiveness of 
processed products can be carried out, however, using the commodity market share data 
shown in Table 9.7 for fruit and vegetable destined to processors. The data in Table 9.7 
on produce for processing generally support the competitiveness assessment based on 
average cost per unit of output. Potato producers continue to hold a high share of the 
domestic market and have increased exports as a share of production; tomato producers 
have increased their share of the domestic market, leading to a loss in imports as a share 
of production; bean and corn producers have marginally increased their share of the 
domestic market; pear producers have lost market share. 
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On the other hand, market share data for apples and peaches for processing do 
not directly support the conclusion on competitiveness based on average cost per unit 
of output for processed products. Further reference to the data on market shares 
suggests that the growing of apples in Canada is indeed competitive with the 
United States. The Canadian market share for apples in 1987 and 1988 indicates a 
competitive industry that rebounded from a significant loss in share due to a poor crop 
in 1986 (which lowered the average market share for 1985 to 1988 in Tables 9.6 and 9.7). 
On the other hand, the rise in market share for peaches, albeit from a low level, when 
average production costs are much higher in Canada than in the United States (even 
after allowing for transportation costs and the tariff into Canada), may indicate that the 
tenderness of a peach, especially while being transported, limits the competitiveness of 
imports. 

5. Competitive Challenges to the Domestic Industry 

(a) Higher costs generated by the Canadian economy 

The analysis of production costs for growers and processors in Chapter VI11 
indicated that the costs of the major components of production are generally higher in 
Canada than in the United States. Some of these higher costs are generated in the 
domestic economy at large and are not specific to the domestic fruit and vegetable 
industry. Important examples would include rising wage rates and rising packaging 
costs. If cost increases for these important components of production increase at a faster 
rate than in the United States, then the domestic industry may become less competitive. 
Employers could avoid paying the higher wage rates by substituting a lower priced 
worker, but this approach may lead to lower labour productivity. 

@) Government imposed higher costs 

The analysis of production costs in Chapter VI11 also indicated that pesticide, fuel 
and interest costs are higher in Canada than in the United States. Pesticide availability 
is mainly determined by Government policy, and availability in turn affects prices for the 
range of allowable pesticides. The lack of availability of a particular pesticide in Canada 
may lower the crop yield relative to the U.S. crop that was grown with the aid of that 
pesticide. Fuel costs in Canada include a larger tax component in Canada than in the 
United States. While a portion of the tax is rebated by governments to growers, the net 
pnce to growers is clearly higher in Canada than in the United States. Interest costs 
during the 1980s were generally higher in Canada than in the United States with the 
spread in the prime rate averaging 1.25 percentage points in favour of the U.S. rate. For 
a grower with an average amount of debt, this interest rate differential costs about $1250 
per year. Processors also face higher interest charges than their U.S. competitors. 

(c) Insufficient emphasis on productivity 

The review of productivity earlier in this chapter indicated that both grower 
productivity (yield per acre) and processor productivity (output per worker) are generally 
lower in Canada than in the United States. Lower land productivity is partialiy due to 
the shorter growing season and to wider variation in temperature and land quality. 
Despite these constraints, many growers are able to match or exceed yields in nearby 
States by improving production techniques and updating machinery and equipment. 

Labour productivity in the Canning industry lagged behind that in the 
U.S. industry, based on the latest official annual data available. On the other hand, 
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productivity in the frozen fruit and vegetable industry rose above the level in the 
United States. Industry observers indicated to the Tribunal that the strong productivity 
performance in the frozen fruit and vegetable industry was due mainly to aggressive 
investment in modern plants and technology. 

Productivity is an essential component of competitiveness. It is the link between 
the cost of production and the cost per unit of output. The higher the level of 
productivity, the lower the cost per unit of output. Higher productivity requires an 
investment in new equipment, up-to-date technology and management techniques, and 
skilled workers. 

(d) Lack of export orientation 

While the Tribunal talked with many growers and processors Who were strongly 
export oriented, in general the industry aims mainly at serving the domestic market. 
Commodity data published by Statistics Canada confirm this impression (see Tables 9.6 
and 9.7). Reasons cited for the lack of export orientation by growers include the lateness 
of the Canadian crop relative to the U.S. crop; an inability to put together a sufficiently 
large minimum quantity of domestic produce to convince major buyers in the 
United States to purchase; and the "high" exchange rate. Reasons cited for the lack of 
export orientation by processors include a lack of cost competitiveness due to the 
exchange rate; the significant expense of marketing outside Canada; and the lack of 
mandates within multinational firms to export to some countries. 

Increased exports together with maintaining domestic market share wodd 
increase production levels. For both growers and processors, the higher level of 
production wodd provide an opportunity for increased economies of scale, higher 
productivity and lower costs per unit of output. 

(e) Weak marketing strategies 

Chapter V reviewed recent independent assessments of marketing strategies used 
by growers. The studies found that there were several features of successfd marketing: 
produce is grown for a specific market; timely information on market requirements is 
readily available; product priMg and delivery is aimed at adjusting supply to demand; 
selling is centralized with minimal direct grower involvement; and growers are 
encouraged to Co-operate to improve their competitive position. 

Testimony at our hearings and information acquired during visits, however, 
indicated to the Tribunal that these important marketing strategies are weak or missing 
in many parts of the domestic industry. 

(f) Declining protection for the domestic industry 

The decline in tariffs as part of CUSTA is reducing the protection for the domestic 
processing (and producing) industry. Protection in the form of tariffs and transportation 
costs represent an offset to the higher cost of production in Canada. Further declines 
in protedion must be matched by a corresponding decrease in Canadian costs if 
Canadian growers and processors are to remain competitive at least in their home market 
with U.S. imports. 
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6. Success Stones 

During the inquiry process, the Tribunal learned about many organizations that 
were successful in the late 1980s and in 1990. A representative set of the many success 
stories are summarized in this section. The focus for the Tribunal was on the lessons to 
be learned for competitiveness rather than on the specific people involved in the 
endeavour. 

A small potato growing and packing enterprise in the Maritimes doubled its 
acreage in the 1980s to 1,5ûO acres and markets potatoes grown by others on 350 acres. 

Productivity gains are achieved through the use of the latest technology in 

Quality control is handled by a full-time specialist. 
Consistently shed produd is supplied to a growing list of customers. 
Product differentiation is achieved through developing and emphasizing a specific 

Marketing of products is aimed at major markets through a hired professional 

packing and harvesting. 
O 

O 

variety of produd. 

marketing association. 
O 

A shipping Company was formed three years ago in Quebec. Produce is obtained 
from grower members and other growers to form mixed loads for markets in Quebec, 
Ontario, the Maritimes and various U.S. cities. 

O Production, cooling and packaging of lettuce and celery uses the latest 

Quality control and marketing services are provided through hiring outside 

New market targeting is selective through trying to organize joint ventures with 

Marketing expansion is encouraged through advertising locally, at trade shows 

New product development is aimed at value-added products such as wrapped 

technology . 

expertise. 

other selling organizations, avoiding markets now adequately supplied. 

and on trade missions. 

lettuce. 

O 

O 

O 

A greenhouse growers cooperative in British Columbia grades, packs, markets and 
sells a variety of greenhouse-grown products. 

Production expertise and quality emphasis is provided by greenhouse producers. 
Promotion of product is developed through brand identity and marketing is 

Cooperative competes with other producing areas rather than among members 

O 

carried out by professionals. 

which generally raises member returns. 

A frozen vegetable processor in Ontario is growing at an annual rate of over 
10 percent since its establishment in the mid-1980s. 

O Marketing is diversified within Ontario, using house, private and controlled labels. 
Export sales are an important focus and source of growth. 
Close control over costs has enabled the processor to gain market share. 

O 

O 
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A vegetable producers' marketing board in the Prairies operates as a single desk 
se lhg  agency for storable vegetables and one-half of the perishable vegetables grown 
in its home province. 

Steady, reliable supply of produd is offered nearly year round due to 
sophisticated storage facilities. 
Marketing and seIling is handled by professional employees. 
Some export capabilities are being developed. 
Pricing is designed to be competitive with imported produce. 
Central selling desk reduces the incidence of individual price cutting and 

a 

generally improves returns to growers. 

A potato processor in the Prairies is expanding its production of various products. 

Up-to-date technology for processing. 
0 Quality control of production. 

Competing with another nearby processor. 
Export sales are a source of growth. 
Working with customers to match products to needs. 
Developing a strong two-way relationship with growers. 

On the basis of the hearings and visits, the Tribunal learned first hand about 
many Canadian growers and processors Who are competitive. The major characteristics 
of their successful operations hclude: achieving productivity gains through scale and 
efficiency investments; quality control of production; product differentiation; obtaining 
professional marketing assistance; expanding into export markets; achieving consistency 
and predictability in the supply of produd; facing strong cornpetition and working with 
customers to match products to needs. 
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CHAPTER X 

HORTICULTURAL TRADE WITH MEXICO 

1. Introduction 

In June 1990, the Presidents of the United States and Mexico issued a declaration 
of mutual commitment to the negotiation of a bilateral free trade agreement. Six months 
later, in December 1990, Canada was invited to join the free trade negotiations, and the 
mandate was broadened to a comprehensive North American Free Trade Agreement 
(NMTA). Canada accepted this invitation in February 1991. 

Representatives of the Canadian food processing sector generally see trade with 
Mexico under NAFTA as an opportunity to bring lower cost inputs into the country. 
Fruit and vegetable producers expressed some concerns regarding slow progress on such 
Canada-U.S. Trade Agreement (CUSTA) related issues as pesticides, harmonization, rules 
of origin and accreditation. They would like these issues to be resolved and addressed 
within NAFTA. In addition, in their opinion, NAFTA shouid capitalize on the positive 
elements already f o n d  in CUSTA. 

Given the Government’s decision to enter into negotiations with the United States 
and Mexico, the objedive of this chapter is to provide information on fresh and 
processed fruit and vegetable trade between the three trading partners, with emphasis 
on Canada-Mexico trade. The chapter also examines the likely impact of enhanced 
Mexican access under NAFTA on the Canadian hortidtural industry. 
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2. She of Two-Way Trade 

Table 10.1 compares the sue of two-way trade between Canada and the 
United States, Canada and Mexico, and the United States and Mexico.' Trade is 
expressed in terms of imports into each country. Imports are more likely than exports 
to accurately portray the flow of trade from one country to another as, in generai, 
countries tend to be more diligent in recording imports than exports.2 The key 
observation from Table 10.1 is that Mexico is a far larger supplier @y a factor of over 4) 
of horticultural produds to the United States than is Canada. 

The data in Table 10.1 also show that two-way trade between Canada and the 
United States is far larger than even the combined two-way trade between the 
United States and Mexico, and Canada and Mexico. This is bue in aggregate, and for 
all categories except vegetables. In the case of vegetables, two-way trade between 
Canada and United States is about 3 percent lower than that for the United States and 
Mexico. Overd, two-way Canada and United States trade is about one and one-half 
times the size of United States and Mexico two-way trade and about 24 times the size of 
Canada and Mexico two-way trade. 

1. The data presented in this chapter is organized under the Harmonized System (H.S.)  
of trade data classification, This approach has the advantage that data at the &digit H.S. 
commodity level are identical in definition across the three countries. The relevant 
chapters of the H.S. are: Chapter 7 - Edible Vegetables and Certain Roots and Tubers; 
Chapter 8 - Edible Fruit and Nuts, Peel of Citrus Fruit or Melons; and Chapter 20 - 
Preparations of Vegetables, Fruit, Nuts or Other Parts of Plants. 
2. Witness the recent Canada-United States arrangement whereby each country accepts 
the import statistics of the other as its own export statistics. 
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Table 10.1 

TWO-WAY TRADE IN FRESH AND 
PROCESSED FRUITS AND VEGETABLES, 1989 

Chapter 7 Chapter 8 Chapter 20 
Vegetables Fruits Processed 

Canada - United States 
Canadian imports from the U.S. 721,818 701,972 270,648 
U.S. imports from Canada 156.598 65,434 68,241 
Total 878,416 767,406 338,889 
Canadian Trade Balance (565,220) (636,538) (202,407) 

Canada - Mexico 
Canadian imports from Mexico 41,703 29,931 6,965 

Total 45,896 30,015 7,194 
Mexican imports from Canada 4,193 84 - 229 

Canadian Trade Balance (37/51 O) (29,847) (6,736) 

United States - Mexico 
U.S. imports from Mexico 818,341 267,917 150,751 
Mexican imports from the U.S. 88,716 23,581 22,031 
Total 907,057 291,498 172,782 
U.S. Trade Balance (729,625) (W,336) (128,720) 

Total 

1,694,438 
290,273 

1,98471 1 
(1,404,165) 

78,599 
Am 
83,105 

(74,093) 

1,237,009 
134,329 

1,371,338 
(1 ,l 02,680) 

Source: Statistics Canada, Cat. No. 65-203, Imziorts. Merchandise Trade 
/HS Based), 1989. 
U.S. Department of Commerce, Bureau of the Census, Catalogue No. FT 247, 
U.S. Imziorts for Consumzition, 1989. 
Mexican Imports, computer diskette supplied to the Tribunal by Agriculture 
Canada. 

3. Canadian Imports of Fresh and Processed Fruits and Vegetables 

This section begins with a comparison of Canadian imports, from the 
United States and Mexico, of the ten most important fresh and processed fruit and 
vegetable products imported into Canada in terms of value. Foliowing this, the ten 
largest Canadian imports from Mexico are examined in detail. Finally, the monthly flows 
of selected Canadian fresh produce imports are examined. Ali data are for the year 1989. 

~ ~~ 

3. As of October 1991, complete data for the three countries were not available for 1990. 
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(a) The Major Processed and Fresh Produce Imports 

The 10 most important imported vegetable products accounted for $566.2 million 
of the $826.6 d o n  (or 68.5 percent) of all vegetables imported into Canada (Table 10.2). 
The United States supplied 92.2 percent of the "top 10" imported vegetables and about 
87.3 percent of all vegetables imported into Canada. In contrast, Mexico supplied just 
over 5 percent of Canadian vegetable imports and only 4.6 percent of the 10 most 
important group. 

U.S. domination of Canada's fruit imports was less pronounced than was the case 
for vegetables. The United States supplied only 57.3 percent of the ten largest fruit 
imports and 61.9 percent of ail fruit imports. However, the United States is still the 
principal supplier of 8 of the 10 commodities contained in the top 10 groups (with over 
50 percent market share in 7 of the 10 categories). Mexico supplied 2.4 percent of the top 
10 fruit imports and 2.6 percent of all fruit imports into Canada in 1989. 

206 



Table 10.2 

COMPARISON OF TOP 10 FRESH AND PROCESSED FRUIT AND 
VEGETABLE IMPORTS INTO CANADA, BY SOURCE, 1989 

- Rank 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 

1 
2 
3 

4 
5 
6 
7 

8 

9 
10 

Commodity 

Vegetables 

Tomatoes 
Head Lettuce 
Table Potatoes 

Celery 
Onions & Shailots 
Cauli flower/Broccoli 
Other Lettuce 
To 10 Ve etables 
A1PVegeta%ies 
F d t S  

Grapes 
Bananas & Plantains 
Oranges 

Mandarins, etc. 
Peachernectarines 
Dried G r a p  
Strawbernes 
Pears & Quinces 
To 10Fruits 
AlfFmits 
Processed Fruits and 
Vegeîables 

Frozen Oran e Juice 

Other Tomatoes, 
Preserved 

Apple Juice 
Pineap les nes, Preserved 
Grape puice 
Fruit Mixtures nes, 

Preserved 
Whole Tomatoes, 

Preserved 
Peaches nes, Preserved 
Jams, Jellies, etc. 
To 10 Processed 
AlPP rocessed 

33% 

Mushrooms, HL reserved 

(CAN$ M o n )  

All 
Sources 

121.4 
80.7 
74.2 
57.2 
52.8 
38.8 
38.6 
36.7 
33.8 
32.0 

826.6 
566.2 

185.3 
152.1 
116.0 
74.5 
72.3 
68.4 
54.9 
52.0 
49.5 
- 41.1 
865.0 

1,134.9 

181.9 
42.6 

41.4 
28.3 
23.3 
22.2 

21.5 

20.2 
19.2 
18.8 

594.8 
419.6 

From 
the U.S. 

107.0 
80.3 
74.2 
41.8 
50.8 
32.6 
38.4 
31.9 
33.4 
31.7 

721.8 
522.2 

127.5 
0.4 

102.2 
50.5 
59.2 
8.8 

47.5 
23.8 
48.6 
27.3 

702.0 
495.7 

80.8 
0.8 

16.7 
7.3 
26 

15.8 

7.5 

3.4 
2 2  
7.8 

lM.8 
270.6 

m 

88.1 
99.6 

100.0 
73.2 
%.3 
83.8 
99.4 
87.1 
98.8 
- 99.2 
92.2 
87.3 

68.8 
0.2 

88.1 
68.7 
81.9 
12.9 
86.6 
45.9 
98.4 
66.0 
57.3 
61.9 

44.4 
1.8 

40.4 
25.6 
11.0 
71.0 

35.0 

16.8 
11.5 
- 41.3 
34.5 
45.5 

From 
Mexico 

10.1 
0.2 
0.0 
7.3 
0.9 
3.4 
0.1 
3.6 
0.2 
0.2 

1i6.1 
41.7 

2.2 
7.9 o. 1 
0.0 
8.9 
0.1 
0.2 
1.4 
0.3 
0.0 

29.9 
21.1 

0.5 
0.0 

4.5 
0.0 
0.0 
0.0 

0.0 

0.0 
0.0 
- 0.0 
5.0 
7.0 

%Lsk!E 

8.3 
0.3 
0.0 

12.8 
1.7 
8.8 
0.3 
9.8 
0.6 
- 0.7 
4.6 
5.0 

1.2 
5.2 
0.1 
0.0 

123 
0.2 
0.3 
2.6 
0.6 
0.0 
24 
26  

0.3 
0.0 

10.9 
0.0 
0.0 
0.0 

0.0 

0.0 
0.0 - 0.0 
1.2 
1.2 

Source: Statistics Canada, Catalogue No. 65-203, Imtx>rtç. Merchandise Trade ( H S  Based), 
1989. 



The United States faces the stiffest competition for exports to Canada in the area 
of processed fruits and vegetables. Nonetheless, the United States is still the major 
supplier, supplying 45.5 percent of all imports in this category. The United States is less 
dominant in the top 10 groups for processed goods, with an import share of about 
34.5 percent. Mexico supplied 1.2 percent of all processed fruit and vegetable imports and 
1.2 percent of the 10 most important imports in the processed category in terms of value. 

With few exceptions (bananas and mandarin-type oranges), the United States is 
Canada's principai supplier of fresh fruits and vegetables. For six products (head lettuce, 
other lettuce, table pota toes, caulifiower and headed broccoli, celery and strawberries), 
the United States is virtually the sole supplier of imported fresh produce. 

@) The Major Horticultural Imports from Mexico 

Table 10.3 shows the 10 most important Canadian imports of each category of 
Mexican processed and fresh fruits and vegetables in terms of value. It also shows the 
importance of these top 10 commodities, both in terms of Mexico's exports to Canada and 
in terms of total Canadian imports. The relative ranking of Mexico as an import supplier 
of each commodity is also provided. 

The most important observation from Table 10.3 is that Mexican fruit and 
vegetable exports to Canada are highly concentrated. The top 10 products account for 
over 92 percent of all Mexican vegetable exports to Canada, over 97 percent of all 
Mexican fruit exports to Canada, and 100 percent of all Mexican processed fruit and 
vegetable exports to Canada. Moreover, the top three products in each category account 
for, respectively, 60 percent, 70 percent and 86 percent of imports from Mexico into 
Canada. 

For specific products such as fresh guavas, mangoes and mangosteens, Mexico is 
Canada's largest single supplier. For many of the other produce items on this listing, 
Mexico is Canada's second largest supplier after the United States. Mexico is a major 
supplier of imported cucumbers and gherkins, frozen strawberries, melons, peppers and 
garlic. 

(c) Timing of Mexican Imports 

The seasonal timing of imports from Mexico may indicate where future 
competitive pressures might arise. This section compares Mexican, U.S. and Canadian 
harvesting seasons and notes the periods where Canadian seasonai tariffs are in effect. 
It also compares Canadian imports from Mexico as a percentage of Canadian imports 
from the United States on a monthly basis. 

A detailed examination of tomatoes, peppers, and onions and shallots is followed 
by a more general examination of several selected fresh and frozen horticdtural produds. 
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Rank 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 

1 
2 

3 
4 
5 
6 
7 
8 
9 
10 

Table 10.3 

COMPARISON OF TOP 10 FRESH AND PROCESSED 
FRUIT AND VEGETABLE M O R T S  FROM MEXICO, 1989 

(CAN$ miiiion) 

Commoditv 

Vegetables 

Tomatoes 
Cucumbers & Gherkins 

Onions & Shallots 
Other Vegetables 
Other Vegetables, Frozen 
Garlic 

PePgem 

As aragus 
Cagbage/Other Brassicas 
Beans 
To 10 Ve etables 
d'vegeta%ies 
FlUitS 

Melons 
Bananas & Plantains 
Guavas & Mangoes 
Frozen Strawberries 
Grapes 
Dried Grapes 
Lemons & Limes 
Avocadoes 
Pinea ples 
StrawLnies 
EfFl$iimits 

Processed Fruits and 
Vegeîables 

Other Tomatoes, 
Preserved 

Frozen Other & Mixed 
Vegetables 

Frozen Oran e Juice 
Other Citrus%ruit Juice 
Grapefruit Juice 
Other Citrus Fruits 
Under HS No. 2ûO8.99 
Under HS No. 2001.90 
Under HS No. 2005.90 

To 10 Processed 
AlPP rocessed 

hPo* from 
Mexico 

10.1 
7.6 
7.3 
3.6 
3.4 
2.7 
1.1 
1.0 
0.9 

41.7 
& 

8.9 
7.9 
4.2 
2.7 
2.2 
1.4 
0.6 
0.5 
0.5 

29.9 
2% 

4.5 

1 .O 
0.5 
0.5 
0.2 
o. 1 
0.0 
0.0 
0.0 

7.0 
H 

share of 
hPo* 

from 
Mexico 

x 

24.2 
18.2 
17.5 
8.6 
8.2 
6.4 
2.8 
2.3 
2.2 

100.0 
28 

29.8 
26.5 
14.1 
9.1 
7.4 
4.6 
1.9 
1.7 
1.6 

100.0 
88 

64.9 

14.4 
7.5 
7.1 
2.9 
2.1 
0.7 
0.3 
0.2 
0.0 

1oo.o 
100.0 

Share of 
Total 

Y 
8.3 

27.0 
12.8 
9.8 
8.8 

25.8 
15.9 
4.5 
1.7 

5.0 
3 

12.3 
5.2 

39.6 
35.8 
1.2 
2.6 
2.1 
5.9 
4.8 

2.6 
% 

10.9 

19.7 
0.3 
8.9 
1.2 
2.0 
0.4 
0.4 
o. 1 

1.2 
-H 

Total 
Imr>orts 

121.4 
28.2 
57.2 
36.7 
38.8 
10.4 
7.2 

21.5 
52.8 
- 16.7 
91.0 

826.6 

72.3 
152.1 
10.6 
7.6 

185.3 . 
52.0 
26.3 
8.6 

10.0 
49.5 

574.2 
1134.9 

41.4 

5.1 
181.9 

5.5 
16.2 
7.4 

12.6 
6.0 

17.3 

594.8 
2 H  

hpo* 

2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 

2 
5 
1 
2 
4 
4 
4 
2 
4 
2 

4 

2 
4 
2 
4 
7 

27 
22 
30 
- N.A. 

N.A. = Not applicable. 

source: Statistics Canada, Catalogue No. 65-2û3, Imliorts, Merchandise Trade ( H S  BasedL 
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(d) Tomatoes 

Fresh tomatoes were the single largest Mexican horticultural commodity exported 
to Canada, valued at $10.1 million in 1989. According to United States General 
Accounting Office (USGAO) data: Mexico's tomato production competes with Florida's 
winter tomato production and, to a lesser extent, with California's summer and fall 
tomato production. Mexico's tomato exports also supplement Canadian domestic 
production, particularly at the beginning of the Canadian tomato season (Figure 10.1). 

The Mexican harvesting season extends from early November through to the end 
of May (mid-February to mid-June for processing tomatoes), overlapping the Florida 
harvesting season aanuary through to the end of May). For much of this period, 
Mexican exports face low or zero Canadian non-seasonal tariffs and U.S. off-season 
tariffs. 

Canadian tariffs applicable to tomatoes imported from Mexico are: 2.Wkg and 
not less than 15 percent for processing tomatoes; 5.51ukg and not less than 15 percent 
for imports during the commercial growing season (i.e., the seasonal tariff rate); and free 
of duty during the off-season. In 1989, seasonal tariffs were in effect between early April 
and late October/early November. 

United States tariffs on tomatoes imported from Mexico are: 4 .Wg when 
imported between March 1 and July 14 or between September 1 and November 14; and 
3 . W g  when imported between July 15 and August 31 or between November 15 and the 
last day of February of the following year. 

The last line contained in Figure 10.1 compares Canadian imports of fresh 
tomatoes from Mexico as a percentage of Canadian imports of fresh tomatoes from the 
United States, on a monthly basis for the year 1989. The data are presented in this form, 
as opposed to the more conventional import market share approach: to directly examine 
the issue of the competitiveness of Mexico's horticultural products. 

The data in Figure 10.1 suggest that Mexican tomato exports offer increased 
competition to U.S. tomato exports, particularly during the months of January 
through April. In fact, in 1989, just over 10 million kg of the nearly 12 million kg (or 
84.2 percent) of fresh tomatoes imported from Mexico were imported during this 
four-month period. 

4. USGAO, U.S. - Mexico Trade: Extent To Which Mexican Horticultural Exports 
Comdement U.S. Production, March 1991, at Appendix 1. 
5. 1; 1989, fresh tomatoes were the third largest non-processed horticultural commodity 
and the largest vegetable commodity imported into Canada. The U.S. share of Canadian 
imports of fresh tomatoes was 88.13 percent compared to an 8.32 percent share for 
Mexico. 
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FIGURE 10.1 

CANADA - UNITED STATES - MEXICO, USUAL HARVESTING PERIODS: 
FRESH TOMATOES 

M e x i w  Share 
of us. 
Imports(%) 19.6 48.8 20.3 

Jan. Feb. Mar. 

Caiifomia 
(processhg) 

17.3 3.5 0.4 2.3 0.2 2.7 2.8 1.0 3.5 
Apr. May June July Aug. Sept. Oct. Nov. Dec. 

Canadian Seasonai Tariffs in Effect 

Florida 

CANADA 

Legend: 
.2:.:.i:.ï.r. . . . . . . . , .,.... . . . . Active HaruesthglMarkehg Season 
- Other Harvesthg/Mark&g Season 
Source: 

...... ..,.. . _..._ //.< ..n. _.A. ..,.. :.:,:. 

USGAO, U.S. - Mexico Trade: Extent to Which M e d a n  iiorticulturai Exports Complement U.S. Production, 
Appendix 1, Agriculture Canada. 

Mexico 
@rocessillg) 

In 1989, peppers were the fourth largest fresh vegetable crop imported into 
Canada and the third most important imported vegetable crop originating from Mexico. 
Nearly $7.3 million of fresh peppers from Mexico were imported into Canada in 1989. 

The Mexican harvesting season extends from early November through the end 
of April, largely coinciding with the Florida harvesting season (mid-November through 
mid-June). This winter-crop harvesîing period falls entirely outside the period of 
Canadian seasonal tariffs, (Figure 10.2). 

Canada does not apply duty to imports of peppers, except during the 12week 
period when seasonal tariffs are in effect. The seasonal tariff rate applied to Mexico is 
4.41dkg and not less than 10 percent. The United States appiies only one rate of duty 
on Mexican peppers - 5.Wkg the year round. 

The last line contained in Figure 10.2 compares Canadian imports of fresh peppers 
from Mexico as a percentage of Canadian imports of fresh peppers from the 
United States, on a monthly basis for the year 1989. The data suggest that Mexico offers 
increased competition to United States pepper exports, particularly during the months of 
December through April. In 1989, about 95.4 percent of Mexican peppers (or over 
8 million kg) were imported during the months covering the December through Apd 
period. 
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Ciaiifornia 

Mexican Share 
3f u s .  
imports (%) 70.6 74.5 57.1 26.9 4.0 0.4 0.1 0.0 

Jan. Feb. Mar. Apr. May June July Aug. 

FIGURE 10.2 

CANADA - UNITED STATES - MEXICO, USUAL HARVESTING PENODS: 
FRESH PEPPERS 

0.0 0.6 2.7 19.4 
Sept. Oct. Nov. Dec. 

Florida 

CANADA 

Mexico 

Canadian Seasonai Tariffs in Effect 
See Figure 10.1 for legend and source. 

( f )  Onions and Shallots 

In 1989, onions and shallots (collectively referred to as onions) were the fourth 
largest fresh vegetable crop imported from Mexico. In 1989, Mexican onion exports to 
Canada were valued at $3.6 d o n ,  making Mexico the second largest import supplier 
of this crop after the United States ($41.8 million). Mexico held a 9.75 percent share of 
the Canadian imported onion market in 1989. 

Unlike tomatoes and peppers, onions have a long storage capacity that allows for 
year-round supply. Mexico is able to harvest and market onions 12 months a year. The 
active Mexican harvest period, November through June, overlaps the Texas and 
California springtime onion harvest. Peak Mexican onion exports to Canada oc& 
during the November-May period. 

Canada applies a number of tariffs on several types of onions. The applicable rate 
for onion sets from Mexico is 6.61dkg and not less than 15 percent. Seasonal tariffs are 
also applied to onions. For Mexico, seasonal tariffs on spanish onions are 3.31Ckg and 
not less than 15 percent for a maximum of 15 weeks; on green onions and shallots, 
5.51dkg and not less than 12.5 percent for a maximum of 22 weeks - which may be split 
into two separate periods; and on other onions and shallots, 3.31CAcg and not less than 
15 percent for a maximum of 46 weeks - which may also be split into two separate 
periods. When spanish onions, green onions and shallots, and other onions and shallots 
are not subject to seasonal tariffs, they may enter Canada duty free. 
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The United States permits Mexican onion sets and Mexican pearl onions to enter 
free the year round. All other onions are subject to a 3.9flg duty. 

Mexican Share 

imports (%) 9.4 7.5 11.4 
Jan. Feb. Mar. 

Qf U.S. 

The last line contained in Figure 10.3 compares Canadian imports of fresh onions 
and shallots from Mexico as a percentage of Canadian imports of fresh onions and 
shallots from the United States, on a monthly basis for the year 1989. The data suggest 
that Mexico is a serious supplier of imported onions, particularly over the November-May 
period. In 1989,85 percent of Canada's imports of Mexican onions were concentrated in 
the months covering the November through May period. 

16.4 12.6 5.1 0.4 1.1 0.3 7.4 16.4 21.0 

Apr. May June July Aug. Sept. Oct. Nov. Dec. 

Canadian Seasonal Tariffs in Effect 

FIGURE 10.3 
CANADA - UNITED STATES - MEXICO, USUAL HARVESTING PERIODS: 

ALL TYPES OF ONIONS 

Caiifornia 

Texas 

CANADA 

Mexico 
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(g) Other Fruits and Vegetables 

Cauliflower and Headed Broccoli: Mexico exports cauliflower and headed 
broccoli to Canada during the months of January through June. Mexican cauliflower and 
headed broccoli imports are at their highest levels over the January - March penod, 
followed by a sharp drop in levels in April and negligible imports in May and June. No 
imports were recorded over the period of July through December. During this latter 
period, Canadian cauliflower and broccoli become available in good quantities in the 
month of July and at Peak levels over the months of August through October. In 1989, 
Canadian imports of Mexican cauliflower and headed broccoli did not exceed 1.5 percent 
of Canadian imports of U.S. cauliflower and headed broccoli at any time over the year. 

Cabbage & Similar Edible Brassicas: Canada imports cabbage, kohlrabi, kale and 
similar products (colledively called cabbage) from Mexico over the months of November 
through June. The Peak import period is from December to April. In 1989, Canadian 
imports of Mexican cabbage expressed as a percentage of Canadian imports of 
U.S. cabbage were never higher than 3.2 percent, the level reached in January of that 
year. With negligible or zero imports over July - October, Mexico does not provide any 
competition to Canadian production. In Canada, the Peak production period of these 
produds is August to October. 

Peas: Peas are exported to Canada from Mexico in all months of the year except 
the months of June, July and August. Mexico is a signhcant supplier of imported peas 
over the December through March period, when import levels range from 17.6 percent 
to 43.2 percent of Canadian imports of U.S. peas. The Canadian Peak production period 
for peas is J d y  and August. 

Beans: Beans are imported from Mexico from November through May, with the 
highest level being recorded from December through March (9 percent - 15 percent of 
Canadian imports of beans from the United States). In 1989, there were no imports of 
beans from Mexico from June through October, a period overlapping the Canadian 
domestic bean season (good supply in July, Peak supplies in August, and, again, good 
supply in September). 

Cucumbers and Gherkins: Mexico exports cucumbers and gherkins to Canada 
during the months of October through June. Mexican cucumber imports are at their 
Peak from December through March - a period when there is almost no active cucumber 
harvesting in the United States. Over this period, Mexico is the number one supplier of 
fresh cucumbers to the Canadian market. Imports fall off sharply over the months 
of April and May. Negligible imports were recorded for the months of June and October, 
and no imports were recorded over July - September. Beginning in April, Canadian 
supplies of cucumbers become available in good quantities and reach their Peak in J d y  
and August. In 1989, Canadian seasonal tariffs were in effect from April to mid-October. 

Asparagus: Distinct seasonal production in Mexico and the United States allows 
Mexican growers to export fresh asparagus prior to Peak U.S. production. Mexico 
produces two annual asparagus crops, a major one from January through March and a 
smaller one from June until the end of August. One the other hand, U.S. growers 
market the bulk of their production (90 percent) in the springtime. The Canadian fresh 
asparagus season is short lived, from about the beginning of May to about the third 
week of June. During this period, Canadian seasonal tariffs were in effect, and there 
were virtually no asparagus imports from Mexico. 
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Strawberries: Mexico is the second largest supplier of imported fresh 
strawberries; however, with only a 0.56 percent import market share, Mexican fresh 
strawberry imports trail far behind those of the United States (which held a 98.37 percent 
import market share in 1989). Mexico exports strawberries to Canada over the 
January - May period. In 1989, export volumes never exceeded 40,ûûü kg in any month 
compared to volumes from the United States, which ranged from 960,000 kg to 
8,200,000 kg over the same period. The Canadian season for domestic strawberries covers 
June and July. In 1989, there were no imports of Mexican strawberries recorded from 
June through to December. 

Fresh Grapes: In 1989, Mexico was Canada's fourth largest supplier of fresh 
imported grapes, with an import value of $2.2 million and an import market share of just 
1.2 percent. Most of Mexico's exports of fresh grapes to Canada are concentrated in the 
months of May and June. In 1989, nearly 1.6 million kg of the total 1.7 million kg (or 
92.5 percent) of fresh Mexican grapes were imported during these two months. 

4. A Cornparison of Tariff Regimes Covering Imports of Fresh and Processed 
Horticdturd Products 

This section compares the tariff structures of Canada, the United States and 
Mexico for imports of fresh and processed fruits and vegetables. While the tariff 
structures of Canada, the United States and Mexico are based on the HS classification 
system, there are noticeable differences. Under this system, commodity descriptions at 
the HS &digit level are identical, but definitions at the %digit tariff-item level are 
generally different. Mexico has a relatively simple tariff structure compared to Canada 
and the United States. 

Mexico applies only ad valorem type duty rates. In addition, for 1991, import 
licenses are required for four fresh fruit and vegetable commodities (seed potatoes, apples, 
fresh grapes and dried kidney beans, including white pea beans, other than for sowing). 
In the United States, a wider variety of duties are imposed, including ad vulorem, specific 
rate (e.g., eg), and combined specific - ad valorem rates. Canada applies the widest 
variety of duties. Canadian duties may be in the form of ad valurem rates, specific rates,' 
combined specific - ad valorem rates, or combined specific - ad valorem rates with a smail 
packaging surcharge (if the product is imported in packages weighing less than 2.27 kg). 
Additionally, both the Canadian and U.S. tariff schedules allow for speaal rates to 
developing countries, such as Mexico, under their respective tariff regimes (Generalized 
System of Preferences [GSP] rates in the United States and General Preferentiai Tariff 
[GPT] rates in Canada). 

Tariff rates Vary with the "when, where, and why's'' of importing. Mexican tariffs 
are applied at the same unvarying rates in ali regions of Mexico, at ali times. In other 
words, they are year-round tariffs and national in application. For the United States, 
tariffs may be either year-round or seasonal, and are always national in their application. 
For Canada, tariffs may be either year-round or seasonal, but are not always national in 
their application. Seasonal tariffs are applied on a regional basis, creating possible 
situations where the importation of a horticuitural product could be subject to different 
tariff rates at different ports of entry ("where") andor at different times of the year 
("when"). In addition, Canada also distinguishes between imports for processing 
purposes and imports for consumption ("why"). Neither the United States nor Mexico 
make such distinctions. 
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Between Canada and the United States, there are major differences in the 
application of the various types of tariffs. Of the nearly 300 Canadian ô-digit tariff level 
lines concerning fruit and vegetable products, 37 percent are free-of-duty entries; 
36 percent are pure ad valorem duties; about 20 percent are of mixed specific rate - 
ad valorem rate type (mostly of the form of a specific rate not to fall below a minimum 
ad valorem rate or else of the type of a specific rate along with the Canadian small 
packaging surcharge mentioned earlier); 5 percent are GPT concessionary rates to 
developing countries; and 2 percent are specific rates of duty. On the other hand, of the 
nearly 400 U.S. ô-digit tariff-level entries concerning fruits and vegetables, 39 percent are 
GSP concessionary rates granted to Mexico; 27 percent are specific rates of duty; 
22 percent are ad valorem rates; 10 percent are free-of-duty entries; and 2 percent are 
mixed tariff rates in the f o m  of a specific rate plus an ad valurem rate. 

In general, Mexico's horticultural tariffs are higher than their Canadian and 
U.S. counterparts for all fruit products, frozen and dried vegetables, and all processed 
horticultural products. For fresh vegetables, Mexican tariffs are sometimes higher. 

For a number of products, Canadian and U.S. tariffs on Mexican produce are very 
similar. Many of the products that fall into this category are not native to North 
America (e.g., cassava, sweet potatoes, bananas and miscellaneous citrus fruits). The vast 
majority of such products enter Canada and the United States at free-of-duty rates. 
Fresh carrots and potatoes, frozen cranberries, and processed tomatoes and potatoes are 
other products for which Canadian and U.S. tariff rates with respect to Mexico are 
similar, but at non-zero rates. 

There are a number of products for which Canadian tariffs are higher than 
U.S. tariffs on imports from Mexico. A great number of fresh fruits and vegetables 
belong to this category because they are affected by Canadian seasonal tariffs, or the 
highest possible tariff rates. However, as off-season rates are free-of-duty, all but two 
products, garlic and currants, also have rates lower than (or equal to) their U.S. 
counterparts for some period of time during the year. Garlic and currants have 
year-round tariffs. Major products for which Canadian tariffs for Mexican products are 
higher than U.S. tariffs include: pickles; pickled onions; tomato and vegetable juices; 
apple juices; tinned potatoes, peas, corn and asparagus; frozen peas, beans, raspberries 
and strawberries; and marmalades and certain types of fruit spreads. 

U.S. tariffs are higher than Canadian tariffs on some imports from Mexico. Many 
fresh fruits belong in this category as they are not widely grown in Canada and, hence, 
enter Canada free-of-duty. There is, however, U.S. production of such fruits and, hence, 
non-zero U.S. tariffs. Other major products for which U.S. tariffs for Mexican produds 
are higher than Canadian tariffs also include: fresh mushrooms, asparagus, spinach, corn 
and broccoli; frozen spinach, corn and potatoes; dried onions and tomatoes, tinned whole 
tomatoes; several types of tinned fruit; and pineapple and citrus juices. 

5. Labour 

In an earlier chapter, wage and benefit costs in Canada and the United States 
were compared. The pupose of this section6 is to review minimum wages and benefits 
in Mexico. Mexico is a federal republic made up of 31 States and a federal district. 

6. This section is based on the Labour Canada document CornDarison of Labour 
Leeislation of General Amdication in Canada, the United States and Mexico, March 1991. 
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Labour laws come exclusively within federal jurisdidion and apply throughout the 
country, including export processing zones. 

Minimum wages are set by the National Minimum Wage Commission, a tripartite 
group made up of representatives of business, labour and government. For the purposes 
of determining the minimum wage, Mexico has been divided into three regions, and the 
minimum wage varies from region to region. The region which comprises most of the 
export producing fruit and vegetable States (the northern States), the export processing 
zones, the federal district and metropolitan area, and other municipalities in various States 
is known as Zone A. The average industrial daily minimum wage (for skilled workers) 
in Zone A is CANS.65. The minimum wages in Zones B and C are slightly below those 
in Zone A (respedively CAN$4.3û and CAN$3.90 per day). Zone B includes Monterry, 
Guadalajara and other cities, and Zone C covers the rest of the country. 

Revisions of the minimum wage generally occur more than once a year. (The last 
revision came into effed on November 16,1990). They are also subject to a 50-60 percent 
premium for mandatory fringe benefits established by law, such as profit sharing (set at 
10 percent of pre-tax profits since 1985), and a Christmas bonus of 15 days' pay. 
Companies must also contribute a s u m  equal to 5 percent of payroli to a national 
workers' housing institute established in 1972. These non-wage benefits cover around 
one-third of Mexico's working population.' 

Labour costs are frequently referred to as a major competitive advantage for 
Mexico under the proposed NAFTA. The d d y  minimum wage in the exporting States 
is CANS.65. If employer-paid benefits are 55 percent of the minimum wage, then the 
daily wage bill per worker is CAN$7.21. If a Mexican and Canadian horticultural worker 
both earn the minimum wage' and both work û-hour days, then the wage bdl for the 
Canadian worker is 6.6 iimes larger than for the Mexican worker (CANS7.92 vs. 
CAN$7.21). 

As discussed in Chapter ViII, the important wage calculation for competitiveness 
is unit labour costs, not simply the wage bdl for labour. If low wages in Mexico are 
related to low productivity, then unit labour costs will be much higher than the low 
wage rate. If low wages in Mexico are accompanied by high productivity, however, then 
Mexico wiU have a clear competitive advantage - this is particularly true for the growing 
or processing of produds which are highly labour intensive. The lack of data on 
productivity precludes the drawing of a conclusion on this issue. 

The Economics Department of the Bank of Montreal' had the following to say 
about competitive advantage in general and Mexico's labour wage advantage in specific: 

Ultimately the competitiveness of any entity depends on: the relative costs of ail 
production inputs (natural resources, land, capital, as well as labour); the degree 
of Gciency with which those factors are combined to produce saleuble products 
(i.e., their productivity); and finally, their "market appeal." Particularly over the 

7. Labour Canada at page 7, quoting a 1988 International Labour Organization 
document. 
8. The Canadian minimum wage, after employer-paid benefits, is estimated to be $5.99/h. 
For further discussion on how this estimate was derived, see Chapter VI11 of this report. 
9. Bank of Montreal, Economics Department, The Search for Competitive Advantage: A 
New North American Free Trade Zone?, Apd 1991, at page 14. 
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last decade, productivity and n a n a s t  "market a p l "  fictors have m e  to play 
an increasingly important role in the determination of cornpetitive advantage on 
both an industry and country specific hsis.  

Of fifieen potential sources of cornpetitive advantage, only about half relate to 
comparative cosfs. Moreover, ... three additional observations a n  be made about 
Mexico's present wage advantage. First, ut present, it constitutes almost the sole 
source of comparative advantage to Mexico. Second, by and large, iao wages 
generally rqlect low levels of productivity. This is particularly true in Mexico, 
where absenteeism and labour turnover are high, and technical production 
interruptions are commonplace. Third, as the Mexican economy matures and 
becomes more integrateà into the wmld economic order, it will likely dmelop new 
sources of comparative advantage -- &ut at the cost of losing its wage advantage. 

6. Likely Impact on Horticultural Trade between the United States and Mexico 

A United States-Mexico free trade agreement is expected to affect significantly the 
level of U.S. trade with Mexico in hortidtural products. Mexico is the largest foreign 
supplier, and the seventh-largest U.S. export market for horticultural produds such as 
fresh and processed fruits and vegetables. Duties imposed by both the United States and 
Mexico are relatively high. NTBs such as U.S. marketing orders, Mexican 
import-licensing requirements and phytosanitary rules in both countries ais0 limit 
bilaterd trade. The elimination of tariffs and NTBs under a United States-Mexico free 
trade agreement would generate a significant increase in U.S. imports from Mexico, Gven 
that U.S. supply and demand for most of the Mexican products are highly elastic. 

Mexican producers are able to supply the U.S. market with many of the same 
produds grown or processed in the United States, but at much lower costs. The 
expected growth in Mexican exports to the United States would likely be concentrated 
in traditionally traded goods and high-dutied produds such as tomatoes, cucumbers, 
asparagus, broccoli, cauliflower, lettuce, peppers, onions, squash, avocadoes, citrus fruits, 
grapes, melons, guavas and mangoes. U.S. growers of these products are expected to 
experience losses in production, particularly growers in Florida, California, and other 
warm-climate States Who compete diredy with products during the same growing 
seasons in Mexico. 

The potential also exists for signifrcant growth in U.S. imports of Mexican 
processed products, as this sector has attracted considerable U.S. investment over the last 
decade. Such processed goods would include: canned items, such as fruit and vegetable 
mixtures, tomato pastes and sauces, and asparagus; and frozen items, such as broccoli, 
cauliflower, strawberries and orange juice concentrate. A United States-Mexico free trade 
agreement may also accelerate the expansion of Mexico's crop production and food 

10. This section is based on two USITC publications: USITC publication No. 2353, 
Likelv ImDact on the United States of a Free Trade Ameement with Mexico, 
February 1991, and USITC publication No. 2326, Review of Trade and Investment 
Liberaiization Measures bv Mexico and Prospects for Future United States-Mexico 
Relations: Phase II, Summarv of Views on Prospects for Future United States-Mexico 
Relations, October 1990. -Conclusions in t€hs section specifically assume that 
U.S. marketing orders would be eliminated under a United States-Mexico free trade 
agreement and that Mexican goods would meet U.S. phytosanitary rules - assumptions 
which might be somewhat over-optimistic. 
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processing sedor into products that have not previously been produced or exported to 
the United States in large volume, such as frozen spinach and potato chips. 
U.S. processors of these crops are also expeded to experience production losses. 

A United States-Mexico free trade agreement is also e eded to generate a 
moderate increase in U.S. exports to Mexico. However, the U?. International Trade 
Commission (USITC) esthates that less than 10 percent of Mexico's 
enough dis osable income with which to purchase U.S. products. U. producers of 
temperate-Late roducts and certain processed products, such as canned potatoes and 
dried beans, are d e l  to benefit (moderatel ) from an opening of the Mexican market. 
However, underdeve Y oped transportation lnll astructure and charnels of distribution and 
the unequal distribution of consumer income in Mexico may limit market potential for 
U.S. exporters. 

The im a d  of a United States-Mexico free trade agreement on cross-border 
production an B investment is likely to be s imcant ,  given Mexico's potential to produce 
many of the same items as U.S. growers and processors at lower costs. U.S. investment 
in the Mexican sector is likely to be concentrated in food processin considered an area 
of great export potential. Mexico's exports in that sector have teen  growint at an 
average annual rate of 20 percent, versus 5 percent for its exports of fresh pro uds. 

The increased competition between U.S. and Mexican producers in 
North American markets may lead to lower prices for fresh fruits and vegetables. To the 
extent that this occurs, Canadian producers would be under increased pressure to 
produce at lower prices to match the prices of produce coming from the south. 
Consumer demand in Canada would also be stimulated by lower produce prices, 
especially during the winter months. 

7. Potential for increased Canada-Mexico Horticultural Trade 

The vast majority of Canada-Mexico fresh horticultural trade is characterized by 
significant Canadian imports during the domestic off-season, as described earlier in t h i s  
chapter. With more-or-less complementary harvestinglmarketing seasons, it is likely that 
Canada-Mexico trade will continue in this fashion, whether under NAFTA or not. 
Further, because of this off-season commercial activity, much of the existing imports of 
fresh Mexican produce occur at free-of-duty rates. Thus, tariff phase-out under NAFTA 
should have little impact in inducing new imports from Mexico during the off-season. 

However, during the domestic growing season when Canadian tariffs are 
non-zero, tariff phase-out under NAFTA can be expected to have two separate effects on 
imports from Mexico. First, the (gradual) elimination of the tariff barrier wili change the 
relative prices between Canadian and Mexican produce. This may cause some shiftin 

such shifting would be mitigated by a number of factors including quality of supply, 
quantity of suppl and Canadian tendencies to favour local growerdsuppliers. The 
extent of this s&g is likely to be minimal, at least until Mexico is able to increase 
significantly its supply of produce during Canada's growing season. 

The second effed that a tariff phase-out under NAFTA would have on imports 
of Mexican produce is its impact on relative prices between U.S. and Mexican roduce. 
Mexico com etes much more directly with Florida, California a n 8  other 

determination of Canadian sourcing of imports. Tarif eiimination under NAFTA would 

!Ypdation 

in the sourcing of fresh roduce, particularly by wholesalers and retailers of fres a 
produce. This would add Kr ther competitive pressures on the domestic industry. Any 

P Mexico-Unite x States border States. Prices can be ex ected to play a larger role in the 
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erode some of the relative price advantages that have been acquired by U.S. suppliers 
under CUSTA. This might, in turn, cause some shifting in the sourcing of offshore 
produce, in favour of Mexican suppliers. Again, quantity and quality of supply would 
be important factors that might mitigate shifts in sourcing between the United States and 
Mexico. However, as the quality of Mexican produce improves, competitive pressures 
would be brought upon U.S. growers, probably leading to a reduction in prices to the 
Canadian consumer. 

There is a potential for significant growth in Mexican exports of processed 
horticultural produds, as this sector has attracted considerable U.S. investment over the 
last decade. With the potential to produce many of the same items as U.S. growers and 
processors, but at lower costs, some spillover effect further north is likely. Processed 
goods such as canned fruits and vegetables, tinned asparagus and tomato pastes and 
sauces, and frozen items such as broccoli, cauliflower, strawberries and juice concentrates 
were identified as likely goods that Mexico would target for export to the United States. 
It is likely that such products would also make inroads in the Canadian market - either 
directly or through substitution with other processed food products in the Canadian 
market. 

There are, however, a number of important impediments that Mexican producers 
and processors have to overcome in order to penetrate the Canadian market. The 
principal impediment is transportation from the Mexican field or factory to the 
Canadian marketplace. Transportation costs may allow higher cost Canadian producers 
to compete against lower cost competitors. 

During the 1980s, Nogales, Arizona, emerged as a main entry point for Mexican 
horticultural exports to the United States, transported primarily by trucks. A 
second important border entry region for Mexican goods, especially *ter vegetable 
crops and citms fruits, is the Texas - Lower Rio Grande Region. Recent statistics on 
transportation costs to Montréal, Canada, indicate that shipping costs are in the range 
of $3,000-$3,200 for vegetables and citrus fruits from the Texas - Lower Rio Grande Valley 
region and in the range of $3,200-$3,500 for fruits and vegetables from the Mexico - 
Arizona border at Nogales." Rates are based on most usual loads in a 42-45 ft. trailer. 
These costs probably add in the neighbourhood of $2-$4 per case of imported fresh 
Mexican produce and about $1.65-$2.00 per case of processed product.'2 

Canadian producers would be more sheltered from Mexican competition under 
NAFTA than U.S. producers because of differentials in transportation costs. However, 
as individual U.S. market distances from Mexico increase, transportation cost differences 
diminish, thus placing producers situated in the northern U.S. States on a more equal 
footing with their Canadian counterparts. 

Another possible impediment to Mexican fresh produce entering Canada is 
possible U.S. border rejection based on U.S. phytosanitary standards. As much of the 
produce coming from Mexico to Canada is shipped by truck across the United States, 
situations codd arise where USDA officials would refuse a shipper entry into the 
United States based on phytosanitary standards. Essentially, the USDA official must be 

11. Quotes for Montréal rates began in November 1990. Sources: Fruit and Vegetable 
Truck Rate ReDort (various) and Fruit and Vegetable Truck Rate and Cost Summarv, 
1990, Federal-Siate Market News Service, Agricultural Marketing Service, USDA. 
12. Based on a fully loaded truck (44,ûûû lbs), per case of 24 x 16 oz. 
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satisfied that there is no way for the cause of the phytosanitary restriction to "escape" 
from the shipping container. Thus, for shipments of crops where phytosanitary 
restrictions involving insects a~ply, '~ the USDA could tum back the truck at the 
United States-Mexico border because an insect could crawl or fly out of a transport truck. 
However, if the official was satisfied that the cause of the U.S. phytosanitary condition 
could not escape the shipping container, e.g., a citrus fruit canker, the truck could be 
permitted entry into the United States for shipment to Canada. 

Mexican exports to Canada will have to comply with Canadian laws. Applicable 
Canadian laws and regulations would include: tolerances for pesticide residues; Canadian 
sanitary and phytosanitary standards; Canadian regulations that restrict canned 
vegetables to designated sizes (10 oz., 14 oz., and 19 oz. sizes); and Canadian provisions 
for bilingual labelling. These factors might act as impediments to Mexican entry into the 
Canadian market. 

The potentiai for increased Canadian exports to Mexico is not great. Canada, with 
considerably higher transportation costs, will have a difficult time matching 
U.S. competitors in the Mexican market. However, as Canadian production is geared 
towards short runs, Canadian food processors may be weli placed to exploit market 
niches. In addition, Canadian processor experience with b h g u a l  labelling may serve 
them weli in the Mexican food market. In the short run, the Mexican market potential 
to Canadian growers and processors is likely to be very iimited. However, the Mexican 
market is growing rapidly, and Canadian growers and processors should be able to 
capture a reasonable share of Mexican imports of products in which Canada has an 
advantage. 

a 

13. Examples of U.S. restrictions on pests are the Mexican and Mediterranean fruit fiies 
and the avocado seed weevil, which affect Mexican orchard crops. 
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APPENDIX A 

CONDUCT OF THE INQUIRY 

This inquiry was the first conducted by the Tribunal under section 18 of the 
Canadian International Trade Tribunal Act (the Act). This section authorizes the 
Governor in Council (that is, the Government as a whole) to refer to the Tribunal for 
inquiry and report any matter relating to the economic, trade or commercial interest of 
Canada. Previous references to the Tribunal were all made under section 19 of the Act, 
which authorizes the Minister of Finance alone to refer tariff-related matters to the 
Tribunal for inquiry and report. 

The initiative for this inquiry came from the then Minister of Agriculture, the 
Honourable Don Mazankowski, P.C., M.P. He was supported by other ministers having 
an interest in trade, including the Ministers of Finance, International Trade, and Industry, 
Science and Technology. The Government acted in response to a request from the 
Canadian Horticultural Council (CHC), supported by the Food Institute of Canada (FIC), 
that the Tribunal be asked to inquire into the competitiveness of the fresh and processed 
fruit and vegetable industry. 

The terms of reference of the inquiry are reproduced at Appendix B. The Tribunal 
encountered no real difficulties in interpreting its terms of reference or in designing 
programs of research and public hearings around them. The industry noted that the 
terms of reference did not require the Tribunal to make formal recommendations; it 
feared that the results might be a product which was mainly analytical rather than 
action-oriented. In the end, we decided that this was r e d y  just a semantic problem. 
Our terms of reference asked us to, "provide an overall assessment ... of the challenges 
and opportunities facing the industry, including the identification of factors which may 
improve the viability of the sector." How could we do so if we did not go on to suggest 
what actions various stakeholders in the public and private sectors might take to improve 
things? 

As a first step in organizing the inquiry, the Tribunal invited academic and 
government experts and agricuitural consultants to take part in a methodological seminar 
on the research program. This was followed by a preluninary hearing in Ottawa, in 
September 1990, at which parties were asked for their advice on interpreting the terms 
of reference, on the research program and on arrangements for further public hearings. 
On the research program, the parties made several suggestions which the Tribunal staff 
took into account. Of particular interest was the question of which fruits and vegetables 
should be the object of case studies and what provinces and States should be compared 
for each fruit and vegetable. The Tribunal followed the advice of the CHC and the FIC 
on this matter. The research program, as it was finally carried out, is described in 
Appendix C. 

At the preliminary hearing, it was also agreed by the major parties, the CHC and 
the FIC, that the hearings should be conducted in a cooperative and non-adversarial 
manner. This proved to be the case throughout the hearings, thanks to the cooperation 
of all parties. Indeed, the harmonious conduct of this inquiry exemplifies the sense of 
community and interdependence which exists between fruit and vegetable producers and 
processors, despite the business pressures they put on one another. 
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From December 1990 to March 1991, the Tribunal held five weeks of hearings, 
combmed with visits to neighbouring farms and processing facilities, beginning in 
Longueuil and continuing in London, Niagara, Winnipeg, Vancouver and Moncton. In 
all, more than 100 witnesses representing some 56 parties (see Appendix D) appeared at 
these hearings. We heard from virtually all the major organizations that represent 
growers and processors in each region, as well as from provincial marketing boards, 
federations, cooperatives, individual growers and processors, and provincial government 
officials. Their testimony, supplemented by 60 written submissions (see Appendix E), 
provided us with a great deal of information and also helped us assess many of the 
"intangibles" related to the industry's competitiveness. 

In June, 1991, a two-week public hearing was held in Ottawa, at which Tribunal 
staff and consultants presented their research on general matters and on produd case 
studies. The purpose of the hearing was to give interested parties an opportunity to 
understand and criticize the results of the research program and to seek additional 
information from them. At the June hearing, over 30 witnesses appeared and presented 
some 16 written submissions, apart from many staff papers and consultant's reports. 

A final, two-day hearing was held in Ottawa, in September 1991. This hearing 
gave parties the opportunity to comment on the staff report which summarized the 
results of the research program. Chapters III through X of this final report owe much 
to that staff report, though they have been revised extensively to take into account the 
suggestions and constructive criticisms of the industry. 

At the final hearings, the Tribunal members also put forward for comments and 
suggestions some of their own reactions to common beliefs and perceptions about the 
fruit and vegetable industry. They also presented for discussion a note entitled 
"Competitiveness Partnerships," which identified the factors affecting the viability of the 
sector and the actions which producers, processors, distributors and the federal and 
provincial governments could take to improve the industry's performance. These notes 
form the nucleus of Chapters 1 and II of the report, though the Tribunal members revised 
them greatly in the light of comments and suggestions made by the industry at the 
hearings and in follow-up submissions. 
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APPENDIX B 

TERMS OF REFERENCE 

P.C. 1990-1209 
21 June, 1990 

WHEREAS it appears a number of cumulative factors having an impact on the 
fresh and processed fruit and vegetable industry, including recent and expected changes 
in the conditions of international trade, increased competition from foreign suppiiers, 
changes in consumer preferences, and marketing conditions, require certain changes and 
responses to be made on the part of the Canadian industry; 

WHEREAS representatives of the Canadian fresh and processed fruit and 
vegetable industry have requested that in relation thereto the govenunent undertake a 
comprehensive competitiveness study; 

WHEREAS it would be desirable to have available the most complete and recent 
information which can be obtained regarding the nature of the Canadian industry; 

AND WHEREAS section 18 of the Canadian International Trade Tribunal Act 
authorizes the Governor in Councii to refer to the Canadian Internationai Trade Tribunal 
for inquiry and report on any matter in relation to the economic, trade or commercial 
interests of Canada; 

THEREFORE, HIS EXCELLENCY THE GOVERNOR GENEKAL IN COUNCIL, 
on the recommendation of the Minister of Finance and the Minister of Agriculture, 
pursuant to section 18 of the Canadian International Trade Tribunal Act, is pleased 
hereby to direct the Canadian International Trade Tribunal to undertake forthwith a 
competitiveness inquiry in respect to the fresh and processed fruit and vegetable industry 
in order to: 

(a) develop a representative profile of the domestic industry on a regional and 
national basis including conditions and trends respecting the structure of 
the industry, production, consumption, marketing and trade patterns; 

@) conduct an examination of Canadian and U.S. government intervention 
which has a direct impact on the competitive conditions for the fresh and 
processed fruit and vegetable industry including regulations, production 
and trade programs and tax legislation at the federal and subfederal level; 

(c) determine factors which contribute to the differences in the competitive 
position of Canadian and foreign production both in the Canadian market 
and in key export markets, particularly with respect to the U.S. market; 
and 

(d) provide an overall assessment based on the above, of the challenges and 
opportunities facing the industry in the coming years including the 
identification of factors which may improve the viability of the sector. 

HIS EXCELLENCY THE GOVERNOR GENERAL IN COUNCIL is further pleased 
to direct that the Canadian International Trade Tribunal hold public hearings in respect 
of the inquiry and submit its report within eighteen months of the date of this Order. 
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APPENDIX C 

RESEARCH PROGRAM AND LIST OF PUBLICATIONS 

The Tribunal prepared and circulated Discussion Notes for Preliminary Hearing 
to interested parties prior to the preliminary hearing in September 1990. The notes 
contained the Tribunal's interpretation of the t e m  of reference, proposals for the 
hearing locations, dates and procedures as weii as a proposed work plan. The Tribunal 
indicated that the research staff would carry out the bulk of the research work, but that 
consultants would be commissioned to undertake several parts of the work plan. 

An important segment of the work plan was case studies of partidar 
commodities in specific provincedregions and States. Suggestions for representative case 
studies were included in the discussion notes. During the preliminary hearing, a number 
of suggestions for additional and alternative case studies and regionai areas were put 
forward by parties. M e r  detailed consultation with representatives of the CHC and the 
FIC, the Tribunal decided to increase the number of commodities and regions studied to 
better refled the concerns of the parties. If was agreed to have 5 case studies (involving 
8 commodities) carried out by consultants and 5 case studies (on 5 commodities) carried 
out by the research staff. The commodities, regions and States for the case studies are 
shown in Table C.1. 

Table C-1 

COMMODITIES, REGIONS AND STATES IN CASE STUDIES 

Whem: CA = Califomia OH = Ohio 
ME = Maine PA = Pennsylvania 
MI = Michigan SC = South Carolina 
NY = New York WA = Washington 
ND = NorthDakota WI = Wisconsin 
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During the course of the inquiry, Tribunal research staff and expert consultants 
conducted several studies with respect to the horticultural industry in Canada and the 
United States. This research resulted in a large volume of information covering the 
following areas: 

(a) Profiles of the fresh production of 17 vegetables and 9 fruits; 

@) 

(c) 

A profile of the processing industry; 

Ten case studies which look at competitiveness factors between Canadian 
and comparable American growing regions for thirteen produds including 
potatoes, apples, peas, beans, corn, peaches, pears, tomatoes, mushrooms, 
blueberries, carrots, onions and lettuce; 

(d) Government support programs and policies for horticulture at the federal, 
state and provincial levels in the United States and Canada; 

Wholesale and retail procurement policies; (e) 

( f )  

(g) 

Land use restrictions in Ontario and British Columbia; and 

A comparative overview of pesticides in Canada and the United States. 

A Est of the publications which resulted from this extensive research program is 
reproduced below. These publications are available in both official languages and may 
be ordered from: 

Kwik-Kopy 
Unit 101-A 
300 Slater Street 
Ottawa, Ontario 
K1P 6A6 
Telephone no.: (613) 234-8826 
Telecopier no.: (613) 234-9464 

STAFF REPORTS 

P.1 

P.2 

s.l 
s.2 

s.3 

S.4 

s.5 

0.1 
$2.44 
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Fresh Fruit and Vegetable Profiles. May 1991. $25.20 

Processed Fruit and Vegetable Industry Profile. May 1991. $4.80 

Blueberry Case Study. May 1991. $6.00 

Carrot Case Study. May 1991. $4.56 

Lettuce Case Study. May 1991. $3.68 

Mushroom Case Study. May 1991. $4.64 

Onion Case Study. May 1991. $5.04 

Pesticides in Canada and the United States: A Comparative Overview. May 1991. 



STAFF SUMMARY AND ANÂLYSIS. September 1991. $14.84'' 

CONSULTANT REPORTS 

c.1 

c.2 

c.3 

C.4.1.1 

C.4.1.2 

C.4.2.1 

C.4.2.2 

(2.4.3.1 

C.4.3.2 

C.4.4.1 

C.4.4.2 

C.4.5.1 

C.4.5.2 

* 

Deloitte & Touche. Finanaal Assistance Provided to the Fruit and Vegetable 
Industries in Canada and the United States. May 1991. $11.48 

Coopers & Lybrand Consultintz Group. Land Use Restrictions. May 1991. $6.24 

Peat Marwick Stevenson and Kellotzg. Procurement Policies of Distributors. 
May 1991. $7.77 

Price Waterhouse. 
Canadian and United States Apple Industries. July 1991. $3.76 

Price Waterhouse. 
Canadian and United States Apple Industries. Exhibits. July 1991. $7.35 

Price Waterhouse. 
Canadian and United States Peach and Pear Industries. July 1991. $3.44 

An Assessment of the Relative Competitiveness of the 

An Assessment of the Relative Competitiveness of the 

An Assessment of the Relative Competitiveness of the 

Price Waterhouse, An Assessment of the Relative Competitiveness of the 
Canadian and United States Peach and Pear Industries. Exhibits. July 1991. 
$10.57 

Price Waterhouse. 
Canadian and United States Pea, Bean and Corn Industries. July 1991. $4.08 

An Assessment of the Relative Competitiveness of the 

Price Waterhouse. An Assessment of the Relative Competitiveness of the 
Canadian and United States Pea, Bean and Corn Industries. Exhibits. July 1991. 
$14.21 

Price Waterhouse. 
Canadian and United States Potato Industries. Juiy 1991. $3.12 

Price Waterhouse. 
Canadian and United States Potato Industries. Exhibits. July 1991. $7.63 

An Assessment of the Relative Competitiveness of the 

An Assessment of the Relative Competitiveness of the 

Price Waterhouse. 
Canadian and United States Tomato Industries. July 1991. $3.12 

An Assessment of the Relative Competitiveness of the 

Price Waterhouse. 
Canadian and United States Tomato Industries. Exhibits. July 1991. $9.03 

An Assessment of the Relative Competitiveness of the 

Prkes quoted do not include the Provincial Sales Tax, the Goods and Services 
Tax or the shipping and handling cost. 
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APPENDIX D 

LIST OF WITNESSES 

PRELIMINARY HEARING 

OTTAWA. SeDtember 24,1990 

Jean-Yves Lohé 

Stephen Whitney 

President 
The Canadian Horticultural Council 

Assistant Executive Vice-President 
The Canadian Horticultural Council 

Walter E. Kroeker Kroeker Farms Limited 

David A. Fardy 

Christopher J. Kyte 

H.R. Taylor 

Stuart s. cairns 

Treasurer 
Food Institute of Canada 

Executive Director 
Food Institute of Canada 

Executive Secretary 
The Canadian Horticultural Council 

President 
Canadian Potato Chip/Snack Food Association 

Pierre Deutsch Canadian Potato Chip/Snack Food Association 

REGIONAL HEARINGS 

MONTRÉAL, December 12 to 14,1990 

Jean-Louis Roy 

Daniel Rue1 

Jean-Claude Tessier 

Président 
Fédération des producteurs de pommes du Québec 

Secrétaire 
Fédération des producteurs de pommes du Québec 

Président du groupe de travail canadien pour 
l'implantation de l'agence nationale de la pomme 

Jean-Bernard Van Winden Président 
Fédération des producteurs maraîchers du Québec 

Jean-Pierre Girard, A.G.R. Secrétaire 
Fédération des producteurs maraîchers du Québec 
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Jean-Joseph Larouche 

Serge Paré 

Normand Gauvin 

Jean-Claude Blanchette 

Guy Harvey 

Pierre Deutsch 

André Latour 

Jean Messier 

Pierre Maillé 

Bernard J. Tourillon 

François Béchard 

Gilles McDuff 

LONDON, lanuarv 14 to 16,1991 

Wayne Milton 

Président 
Syndicat des producteurs de bleuets du Québec 

Président 
Syndicat des producteurs en serres du Québec 

Président 
Syndicat des producteurs et productrices de fraises 
et framboises du Québec 

Secrétaire 
Fédération des producteurs de pommes de terre du 
Québec 

Président 
Fédération des producteurs de pommes de terre du 
Québec 

Vice-président, Achats et Gestion des matériaux 
Les Aliments Humpty D m p t y  Limitée 

Directeur général 
Association des manufacturiers de produits 
alimentaires du Québec 

Président 
Association des manufacturiers de produits 
alimentaires du Québec 

Sociétaire, Service d'évaluation 
Le Groupe Coopers & Lybrand 

Projets spéciaux 
David Lord Limitée 

Président 
Fédération des producteurs de f~uits et légumes du 
Québec 

Secrétaire et Directeur du secteur horticole 
Fédération des producteurs de fruits et légumes du 
Québec 

Executive Assistant 
The Ontario Vegetable Growers' Marketing Board 

Leonard Harwood The Ontario Vegetable Growers' Marketing Board 

Marshall Schuyler Chairman 
The Ontario Vegetable Growers' Marketing Board 
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K. Gregg Mercer 

E.L. Chudleigh 

Glen L. Crawford 

W.H. (Bill) Schmidt 

Jim Hogan 

George Demeyere 

Larry C. MOSS, P. Eng. 

Perry Pearce 

Joe Dama 

Gys Versteegh 

Adrian Brooymans 

Sam McLorn 

Hector Delanghe 

David E. Richards 

Tony Moro 

Peter Vander Kooïj 

Paul J. Smi th  

Tony Gaetano 

J. Vanhart 

*. 

President 
Ontario Food Processors' Association 

Executive Vice-President 
Ontario Food Processors' Association 

Vice-President - Operations 
Pillsbury Canada Limited 

Director - Manufacturing Resources 
Pillsbury Canada Limited 

Plant Manager - London Plant 
Pillsbury Canada Limited 

President 
Southern Ontario Tomato Co-Operative Inc. 

General Manager 
Southern Ontario Tomato Co-Operative Inc. 

National Farmers' Union 

National Farmers' Union 

Versteegh Bros. Ltd. 

Director, Division 4 
London - Apple Commission 

Fruit Ridge Farms Ltd. 
Apple Producer 

Delhaven Orchards 

Vice-President and General Manager 
Strathroy Foods 

President 
Bradford & District Vegetable Growers' Association 

Bradford & District Vegetable Growers' Association 

Bradford & District Vegetable Growers' Association 

Bradford & District Vegetable Growers' Association 

Bradford & District Vegetable Growers' Association 
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NiAGARA-ON-THE-LAKE, Tanuarv 17 and 18,1991 

Michael A. Mazu 

Richard Matthie 

Kenneth M. Porteous 

Ken Forth 

Gary Ireland 

A. Lepp 

R.J. Teather 

J a d e  Slingerland 

Al Ferri 

Nick Ferri 

Abe Epp 

Paul Raybk 

Michael J. Watson 

Jim Rainforth 

Arthur W. Smith 

W. (Les) Armstrong 

Bob Séguin 

Peter Rzadki 

Executive Secretary 
The Ontario Fruit & Vegetable Growers' Association 

Executive Director 
The Ontario Fruit & Vegetable Growers' Association 

The Ontario Fruit & Vegetable Growers' Association 

Second Vice-President 
The Ontario Fruit & Vegetable Growers' Association 

President 
The Ontario Fruit & Vegetable Growers' Association 

President 
Niagara North Federation of Agriculture 

Director 
Ontario Tender Fruit Marketing Board and 
Member of Niagara North Federation of Agriculture 

Grape Grower 

Apple Grower 

Apple Grower 

Abe Epp & Farnily Inc. 

Ex-Farmer 

Farmer 

Secretary 
Ontario Grape and Tender Fruit Producers' 
Marketing Boards 

Chairman 
Ontario Grape Growers' Marketing Board 

Secretarymanager 
Ontario Potato Growers' Marketing Board 

Executive Director 
Policy and Programs Division 
Ontario h4inistry of Agriculture and Food 

NSenior Policy Advisor 
Economics and Policy Coordination Branch 
Ontario Ministry of Agriculture and Food 
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Ed Dickson Economist 
Ontario Ministry of Agriculture and Food 

WINNIPEG, Tanuarv 23 and 24,1991 

Jim Mosiewich 

Terry Young 

A. Donald Kroeker 

Ian McGillivray 

Mrs. Jan Brown 

Chairman 
The Manitoba Vegetable Producers' Marketing Board 

General Manager 
The Manitoba Vegetable Producers' Marketing Board 

President and Chief Executive Officer 
Kroeker Farms Limited 

Chairman 
Alberta Potato Marketing Board 

Manager 
Alberta Potato Marketing Board 

Greg Gowryluk Vegetable Growers' Association of Manitoba 

Garry Sloik 

Alex Olson 

John Kuhl 

Secretary-Manager 
Keystone Vegetable Producers' Association Inc. 

Vice-President 
Saskatchewan Fruit Growers' Association 

President 
Southern Manitoba Potato Co. Ltd. 

VANCOUVER, Februarv 13 to 15,1991 

Ralph G. Towsley B.C. Vegetable Marketing Commission (retired) 

Robert Savage 

Ken R. Savage 

Charles Amor 

R.J. Alcock 

Gerald Pinton 

President 
Fraser Valley Corn Growers' Association 

President 
Fraser Valley Pea Growers' Association 

General Manager 
B.C. Vegetable Marketing Commission 

Marketing Specialist 
B.C. Ministry of Agriculture 

Association Manager 
B.C. Raspberry Growers' Association 
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Brian E. Mauza 

L.G. (Les) Pilchak 

Steve U. Trummler 

Yee Mah, C.A. 

Mrs. Marti Morfitt 

M. @on) Meennans 

J.C. (Jitn) Byrne 

Science and Technid Officer 
Western Greenhouse Growers' Co-operative 
Association 

Chief Executive 
Western Greenhouse Growers' Co-operative 
Association 

Executive Vice-President 
Fraser Valley Mushroom Growers' Co-operative 
Association 

Secretary-Treasury 
Fraser Valley Mushroom Growers' Co-operative 
Association 

Vice-President and General Manager 
Fraser Valley Foods 

Director, Materials Management 
Fraser Valley Foods 

Director, Operations 
Fraser Valley Foods 

Mrs. Barbara Brennan Secretary-Treasurer 
Kiwifruit Growers' Association of British Columbia 

Herb Feischl Grower 

Dr. M a n  Earl 

Martin Linder 

David Hobson 

Chief Executive Offker 
B.C. Tree Fruits Ltd. 

Secretary-Tr easurer 
B.C. Tree Fruits Ltd. 

Vice-President 
B.C. Fruit Growers' Association 

Robert J. Holt B.C. Fruit Growers' Association 

David Taylor Chairman 
B.C. Tree Fruit Marketing Board 

MONCTON, Mach 20 to 22,1991 

Pierre Deutsch 

Stuart S. Cairns 

Vice-President, Purchasing and Material Management 
Humpty Dumpty Foods Limited 

Vice-President, Technical Services and Corporate 
AffairS 
Hostess Frito Lay 
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Rick Whitman 

Burris Coburn 

John Coburn 

Bill MacKenzie 

Dr. Brian W. Dykeman 

Ms. Rayleene Nash 

Ms. Sherry E. Porter 

Don Rhyno 

Harold Schneider 

C.V. Hiltz 

Howard B. Fuller 

Lester G. Palmer 

Sonya D. MacKillop 

Lawrence Kavanaugh 

OTTAWA, lune 10 to 20,1991 

James E. Harris 

Dan Dempster 

Assistant Director, Horticulture Crops 
Nova Scotia Department of Agriculture and 
Marketing 

New Brunswick Apple Marketing Board 

W. Burris Coburn and Sons Ltd. 

Market Planning and Research Officer 
New Brunswick Department of Agriculture 

Head, Horticulture Section 
New Brunswick Department of Agriculture 

General Manager 
Blueberry Producers' Association of Nova Scotia 

Regional Director, Atlantic Office 
Canadian Council of Grocery Distributors 

Director, Wholesale Produce 
Bolands Limited 

Regional Markets Officer 
Dairy Fruit and Vegetable Division 
Agriculture Canada 

Food Production and Marketing Branch 
Agriculture Canada 

Second Vice-President 
Nova Scotia Fruit Growers' Association 

Immediate Past Chairman 
Nova Scotia Processing Pea and Bean Growers' 
Marketing Board 

Secr etary-Manager 
The Vegetable and Potato Producers' Association of 
Nova Scotia 

Representative 
New Brunswick Potato 'Agency 

President 
Canadian Horticultural Council 

Executive Vice-President 
Canadian Horticultural Council 
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Stephen Whitney 

Christopher J. Kyte 

Paul Crotty 

Maureen A. Farrow 

John R. Groenewegen 

Charles F. Stamm 

James D. Sayre 

Hajo Versteeg 

Pe ter Br ackenridge 

Peter Bouris 

Alain Denhez 

Richard Laliberté 

Kerry Michael Harnish 

Gilles McDuff, d.t.a. 

Yvan Loubier 

Jean-Pierre Girard, A.G.R. 

H. Lloyd Palmer 

Nancy Brown Andison, 
MBA, PAg. 

Assistant Executive Vice-President 
' Canadian Horticultural Council 

Executive Director 
Food Institute of Canada 

Principal 
Peat Marwick Stevenson & Kellogg 

The Coopers & Lybrand Consulting Group 

Principal 
Deloitte & Touche 

Deloitte & Touche 

Deloitte & Touche 

Director Secretariat 
Pesticide Registration Review 

Director, Dairy, Fruit and Vegetable Division 
Agriculture Canada 

Associate Director, Fresh Products Section 
Agriculture Canada 

Personal Tax Analysis Division 
Department of Finance 

Assistant Director, Personal Tax Analysis Division 
Department of Finance 

Tax Policy Officer, Legislation Division 
Department of Finance 

Secrétaire et Directeur du secteur horticole 
Fédération des producteurs de fruits et légumes du 
Québec 

Économiste, Directeur-adj oint 
Direction des recherches et politiques 
L'Union des producteurs agricoles 

Adjoint au Directeur, Secteur horticulture 
L'Union des producteurs agricoles 

General Manager 
Prince Edward Island Potato Board 

Manager, Agriculture and Food Services 
Price Waterhouse 



Lindsay Barfoot, PAg. 

Oliver Kent 

Erna H.K. van Duren, Ph.D. 

Gary R. Barnes 

John W. Kuhl 

René Cardinal 

Glen Crawford 

Perry W. Nelson 

T.D. Smyth 

Jim Krushelniski 

Jean Gattuso 

Agriculture and Food Consulting Group 
Price Waterhouse 

Partner 
Price Waterhouse 

Assistant Professor 
University of Guelph 

President and Chief Executive Officer 
Coca-Cola Foods Canada Inc. 

Chairman, Trade and Tariff Committee 
Canadian Horticultural Council 

Chief, Fresh Products Inspection, 
Dairy, Fruit and Vegetable Division 
Agriculture Canada 

Vice-President, Operations 
Pillsbury Canada Limited 

President and Chief Executive Officer 
Crown Cork and Seal Canada Inc. 

Chairman 
H.J. Heinz Company of Canada Ltd. 

General Manager - Logistics 
H.J. Heinz Company of Canada Ltd. 

Executive Vice-President and Assistant General 
Manager 
A. Lassonde & Fils Inc. 

O'ITAWA, September 24 and 25,1991 

James E. Harris President 
Canadian Horticultural Council 

John Kuhl Canadian Horticultural Corncil 

Dan Dempster Executive Vice-President 

Stephen Whitney Assistant Executive Vice-President 

Christopher J. Kyte Executive Director 

Canadian Horticultural Council 

Canadian Horticultural Council 

Food Institute of Canada 
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E.L. Chudleigh 

K. Gregg Mercer 

Leonard Harwood 

John Mumford 

Marshall Schuyler 

François Béchard 

Gilles M c D d  

Larry J. Martin 

Stuart S. Cairns 

Pierre Deutsch 

Phillip Andreweç 

Hector Delanghe 

Ken Porteous 

Calvin Holden 

Michael A. Mazur 

Gwen Smith 

Executive Vice-President 
Ontario Food Processors' Association 

Ontario Food Processors' Association 

Chairman 
The Ontario Vegetable Growers' Marketing Board 

Seqetary Manager 
The Ontario Vegetable Growers' Marketing Board 

ûirector 
The Ontario Vegetable Growers' Marketing Board 

President 
Fédération des producteurs de fruits et légumes du 
Québec 

Secrétaire et Directeur du secteur horticole 
Fédération des producteurs de fruits et légumes du 
Québec 

University of Guelph 

President 
Canadian Potato Chip/Snack Food Association 

Canadian Potato Chip/Snack Food Association 

Chairman 
Ontario Tender Fruit Producers' Marketing Board 

Ontario Fruit and Vegetable Growers' Association 

Ontario Fruit and Vegetable Growers' Association 

Ontario Ministry of Agriculture and Food 

Executive Secretary 
Ontario Fruit and Vegetable Growers' Association 

Treasurer 
W.J. Smith & Sons 

243 



APPENDIX E 

LIST OF SUBMISSIONS AND EXHIBITS 

OTTAWA, September 24,1990 

The Canadian Horticultural Council 

Food Institute of Canada 

Kroeker Farrns Limited 

MONTRÉAL, December 12 to 14, 1990 

Fédération des producteurs de pommes du Québec 

Mémoire de la Fédération présenté au Conseil national de commercialisation des produits 
agricoles 

Fédération des producteurs de fruits et légumes du Québec 

Fédération des producteurs maraîchers du Québec 

Association des manufacturiers de produits alimentaires du Québec 

Rapport de Coopers & Lybrand 

Fédération des producteurs de pommes de terre du Québec 

Appendix to Coopers & Lybrands report 

LONDON, Tanuarv 14 to 16,1991 

Strathroy Foods 

Southern Ontario Tomato Co-Operative Inc. and AU-Pak Processing Ltd. (885277 
Ontario Ltd.) 

Letter dated June 27, 1990, from the Farm Products Marketing Commission to 885277 
Ontario Ltd. 

Pillsbury Canada Limited 

Amended Version of the Annex to L-C-1 Entitled "Vegetable Cornpetitive Assessment 
Corporate Overview" 

Cost Cornparison - Green Giant 12-4 lb. Frozen Sweet Peas (Protected) 

The Ontario Vegetable Growers' Marketing Board and the Ontario Food Processors' 
Association 



The Ontario Vegetable 
Association (Proteded) 

Growers' Marketing Board and the Ontario Food Processors' 

National Fanners' Union 

National Farmers' Union, Additional Submission 

Essex County Associated Growers 

Versteegh Bros. Ltd. 

Delhaven Orchards 

Ontario Berry Growers' Association 

JWAGARA-ON-THE-LA=, Tanuary 17 and 18.1991 

The Regional Municipality of Niagara 

Ontario Fruit and Vegetable Growers' Association 

Ontario Fruit and Vegetable Growers' Association, Additional Information 

Opening Remarks of the Ontario Fruit and Vegetable Growers' Association 

Reader's Digest Pamphlet Entitled "The Great Apple Scare" 

Ontario Ministry of Agriculture and Food 

Ontario Ministry of Agriculture and Food, Final Submission 

Quinte Apple Growers' Association 

Ontario Tender Fruit Producers' Marketing Board and the Ontario Grape Growers' 
Marketing Board 

Excerpt from the Globe and Mail Entitled "The Tax Scoreboard" 

The Ontario Potato Growers' Marketing Board 

The Ontario Potato Growers' Marketing Board, Final SubwSsion 

Prince Edward County Fruit Growers' Co-Operative 

Al Ferri, Grower 

Niagara North Federation of Agriculture 

Jamie Slingerland, Grape Grower 

John D. Kirby, Fruit Farmer 
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Mrs. Carol Marten, Fruit Grower 

Gordon Neufeld 

WINNIPEG, Tanuarv 23 and 24,1991 

Kroeker Farms Limited 

Kroeker Farms Limited, Revised Submission 

Keystone Vegetable Producers' Association Inc. 

The Alberta Potato Marketing Board 

The Vegetable Growersl Association of Manitoba 

The Manitoba Vegetable Producers' Marketing Board 

The Manitoba Vegetable Producers' Marketing Board, Revised Submission 

Southem Manitoba Potato Co. Ltd. 

Southern Manitoba Potato Co. Ltd., The Consumer of the 90s 

Saskatchewan Fruit Growers' Association 

Reape Book Entitled "Berries Beautiful" 

Prairie Fruit Growers' Association 

Manitoba Departments of Agriculture and Industry, Trade and Tourism 

Carnation Foods Co. Ltd. (Protected) 

VANCOUVER, Februarv 13 to 15,1991 

Western Greenhouse Growers' Co-operative Association 

Western Greenhouse Growers' Co-operative Association, Additional Information 

Western Greenhouse Growers' Co-operative Association, Additional Information 
Requested at the Hearing (Proteded) 

Fraser Valley Foods 

Fraser Valley Foods, Overhead Submission 

SimiUcameen Okanagan Organic Producers' Association 

British Columbia Raspberry Growersl Association 
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Daydream Mushroom Farms Ltd. 

Okanagan Federated Skippers' Association 

B.C. Fruit Growers' Association 

B.C. Fruit Growers' Association (Protected) 

B.C. Vegetable Marketing Commission 

B.C. Vegetable Marketing Commission, Revised "Appendix D" for Submissions 

B.C. Vegetable Marketing Commission, Final Submission 

B.C. Vegetable Marketing Commission, Report Entitled "Assessment of the Market 
Potential for Ginseng Cultivated in B.C." 

Kiwifruit Growers' Association of British Columbia 

Kiwifruit Growers' Association of British Columbia, Final Submission 

British Columbia Tree Fruit Marketing Board, Preliminary Submission 

British Columbia Tree Fruit Marketing Board, Final Submission 

British Columbia Tree Fruit Marketing Board, Final Submission (Proteded) 

British Columbia Tree Fruits Ltd., 1988-89 Annual Report 

British Columbia Tree Fruits Ltd., 1989-90 Annual Report 
, 

British Columbia Tree Fruits Ltd., Speech Given by Dr. Allan Earl to the Canadian 
Councii of Grocery Distributors 

British Columbia Tree Fruits Ltd., Cassette, Washington State Horticultural Association, 
Annual Meeting, Speakers Bob Kershow and Bill Bryant Cphysical) 

Fraser Valley Mushroom Growers' Co-operative Association 

British Columbia Blueberry Co-operative Association 

Royal City Foods Ltd. 

MONCTON, March 20 to 22.1991 

Nova Scotia Department of Agriculture and Marketing 

Various Reports from the Nova Scotia Department of Agriculture and Marketing 

Nova Scotia Processing Pea and Bean Growers' Marketing Board 

New Brunswick Potato Agency 
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Cobi Foods Inc. 

Blueberry Producers' Association of Nova Scotia 

The Canadian Potato Chip and Snack Food Association 

Price List for Cabana 

Nova Scotia Fruit Growers' Association 

Report Entitled "Agriculture and Food Development Nova Scotia" 

New Brunswick Apple Marketing Board 

W. Burris Coburn & Sons Ltd. 

New Brunswick Department of Agriculture 

Study by Thorne Stevenson & Kellogg Entitled "Evaluation and Development of a 
Commodity Marketing System for Fresh Vegetables" 

Canadian Council of Grocery Products 

1990 State of the Industry Report - ACCGDFMI Comparative Study of the Food Industry 
in Canada and the U.S.A. 

OTTAWA, Tune 10 to 20,1991 

The Canadian Horticultural Comcil 

The Canadian Horticultural Council's General Observations 

Food Institute of Canada 

Food Institute of Canada, Final Submission 

Food Institute of Canada, General Observations 

Information Kit on Various Meetings of the Food Institute of Canada 

Letter Dated May 29,1991, from Crown Cork & Seal Canada Inc. (Protected) 

Presentation of H.J. Heinz Company of Canada Ltd. 

Presentation of PiUsbury Canada Limited 

Key Macro-Economic Factors, Second Portion of Pillsbury Presentation 

Presentation of A. Lassonde & Fils 

Prince Edward Island Potato Board 
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Prince Edward Island Potato Board, Revised Submission 

Ontario Food Processors' Association and Ontario Vegetable Growers' Marketing Board, 
Draft Presentation 

Union des producteurs agricoles 

Union des producteurs agricoles, Final Submission 

OTTAWA, SeDtember 24 and 25.1991 

Ontario Fruit and Vegetable Growers' Association (Labour Section) 

Ontario Fruit and Vegetable Growers' Association (Labour Section). Revised Submission 

Association's Discussion Notes 

The Onfuario Labour Relations Acf - The Agricultural Exemption 

The Ontario Vegetable Growers' Marketing Board 

Tomato Competitive Study 

Sweet Corn and Green Peas Cornpetitive Study 

Fédération des producteurs de fruits et légumes du Québec 

Fédération des producteurs de pommes du Québec 

Agriculture Canada Food Production and Inspection Branch 

British Columbia Processing Vegetable and Strawberry hdustry Development 
Commission 

Ontario Ministry of Agriculture and Food 

The Food Institute of Canada 

Ontario Apple Marketing Commission 

* Copies of public submissions and exhibits are available for perusal at the Tribunal 
offices. Arrangements may be made by contacthg the Secretary at (613) 993-3595. 
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APPENDIX F 

Vegetables 

Potatoes 
Mushrooms 
Tomatoes* 
corn 
CuCllmb* 
CarrOtS 
Cabbage 
Onions 
Green Peas** 
Leîtuce 
Cauliflower 
Beans 
Rutabagas 
Celery 
Peppers* * * 
Asparagus 
Beets 
Radishes" * * 

THIRTY-"WO VEGETABLE AND FRUIT CROPS 

PRODUCTION VOLUME 

(O00 tonnes) 

Compound 
GW4t.h 

Rate 
1980 1989 198089 

(%a) 

2,479.5 2,842.0 1.5 
29.3 
430.1 
277.5 
69.8 
208.3 
123.6 
106.2 
68.6 
45.5 
47.5 
50.5 
117.4 
31.0 
15.2 
26 
20.6 
3.6 

Brussels Sprouts** 26 
Bmcoii* * 20 
Spinach . 3.4 
Parsnips 3.7 

522 6.6 
626.7 4.3 
347.7 2.5 
%.3 3.6 
273.3 3.1 
138.1 1.2 
136.9 29 
70.9 0.4 
55.4 22 
35.3 (3.2) 
47.6 (0.7) 
76.1 (4.7) 
46.7 4.7 
22.5 5.8 
3.5 3.4 
15.4 (3.2) 
4.8 4.2 
3.7 4.0 
3.2 5.4 

- 2.3 (5.1) 
3.1 (i.0) 

T o u  4,138.5 4,903.7 1.9 

Note: 
* Includes greenhouse. 
** Pmessing crop only. 
*** 1982 

1980 
Fruits 

Apples 552.6 
Strawberries 29.5 
Blueberries 13.6 
Raspberries 9.1 

Peaches 40.9 
Cranberries 5.8 
Cherries 19.1 
Pears 39.4 
Plums and Prunes 9.5 

Grapes 74.9 

Total 794.4 

Compound 
GlOwth 

Rate -- 1989 198089 
(%a) 

536.7 
27.0 
26.3 
21.4 
51.0 
39.5 
11.2 
13.5 
21.3 
4.5 

752.4 

Source: Statistics Canada. 
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APPENDïX G 

Table 1 

BEANS 

CANADIAN SUPPLY AND DISPOSITION 

Crop Years 198089 
(tonnes) 

Production 

im rts 
&h 
Processed 

imports as % of Production 

Supply Available 

Available for Consumption in 
Processed Fonn 
Domestic Production 
impocted Processed 

Domqtic Production 
Imported Fresh 

Available for Fresh Market 

%?* 
Processed 

Ewporb as % of Production 

Domestic Disappearance 

Consumed in Proœssed Fonn 
Domestic Production 
Imported Processed 

Fresh Market Consumption 
Domestic Production 
Importeci Fresh 

Domestic Produced 
Market Share of: 
Total Market (%) 
Processed Market (%) 
Fresh Market (%) 

Per Gzpiîa Disappearance (kg) 

Population (a00) 

1980 
50,483 

10- 
8490 
1s 

20 

60,721 

44278 

1 s  

16,443 
7?53 
8,690 

3,517 

3,517 

7 

57m 

4,761 
39,213 
1W 

16,443 
7 3 3  
8,690 

82 
% 
47 

237 

24,086 

wecage 
L98Mlrl 

47,711 

10,964 
9,128 
1,835 

23 

58b74 

39,960 
38,125 
1,835 

18,714 
9% 
9,128 

2380 

2380 

5 

56,094 

3730 
35344 
18% 

18,714 
9336 
9,128 

80 
95 
51 

228 

24433 - 

i s s s ~ i s e 7 i s e s i s s s  

4534 36,925 47397 48427 47,612 

10,384 13,620 14,482 14,082 14,m 
9,398 11,553 13,209 13,667 13,658 
987 2p67 1,272 415 1 3 6  

23 37 31 29 31 

55,658 50,545 61,878 6&509 62,535 

34,971 
33,984 
987 

2or687 
1 1m 
9398 

3,101 

3,101 3477 

3,960 
37,688 
1272 

a918  
9,709 

13239 

4 , m  

4,722 

421705 
4 m  

415 

1 9 m  
6,137 

13,667 

8348 
1,495 
7,053 

41,W 
3938  
1m 

21,512 
7A54 

5,723 
554 

5,169 

13,658 

7 10 10 18 12 

52,557 &fi7 57,156 53,%1 56,812 

31- %,3@û 34- 35,652 35,855 
30,882 24,314 38966 35,237 34389 
987 2,067 l,Z! 415 1,266 

m,tw m,m a 9 1 8  i8w 20,957 
ilm 8/!?34 9,709 4,642 7,300 
9,398 11,553 13239 13,667 13,658 

80 71 75 74 74 
97 92 % 99 % 
55 44 42 25 35 

207 1.85 223 208 216 

25,3@û 25/354 25m 25,939 26,273 

vmge 
#L589 

45,127 

13,498 
1227 
1201 

30 

37,543 
36/32 
1 3 1  

21,082 

1227 

5,iS 

4,745 

11 

53,470 

3%799 
31,598 

410** 

20,672 
83Z 

1 2 2 7  

75 
% 
41 

208 

25,722 

Nok 
* Fresh export data oniy available with the introduction of the Hannonized System of classification in calenda 

** Five-year average based on hvo yeam of data. 
Bean m p  year from Juiy 1 to June 30. 
Totais may not add due to rounding. 

Source: Statistics Canada. 

year 1988. 
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Table II 

CARROTS 

CANADIAN SUPPLY AND DISPOSITION 

Crop Years 1980-89 
(tonnes) 

Production 

Imports 
Fresh 
P d  

Imports as % of Production 

Supply Available 

Available for Consumption in 
P d  Fonn 
Domestic Production 
Imported P d  

Available for Fmh Market 
Domestic Production 
Imported Fresh 

F x r t s  
&h 
Pirxessed, 

Expoits a~ % of Production 

Domestic Disappearance 

Consumed in P d  Form 
Domestic Production 
Imported P d  

Fresh Market Consumption 
Domestic Production 
Imported Fresh 

Domestic Produceis' 
Market Share of: 
Total Market (46) 
Processed Market (96) 
Fresh Market (46) 

Pn cppita Disappearance (kg) 

Population (OOO) 

- 1980 

208,327 

55,414 
5 0 m  
5326 

27 

263,741 

33273 
nt947 
5,326 

m,m 
18030 
50,087 

39,151 
38,773 
378 

19 

224,590 

3u95 
27m 
53% 

191,695 
141,608 
50,087 

75 
84 
74 

9.32 

Note: 

1980-84 

m m  

57,814 
52/640 
5,174 

23 

w050 

4533 
40339 
5,174 

g24w 
mk347 
524640 

50252 
50WJ 
191 

20 

W,798 

45,371 
40,197 
5,174 

!12#4% 
159,787 
5 w  

78 
89 
75 

10.47 

24,633 

243/015 240,014 280,612 269,165 Z5,442 

65,490 83,637 70/889 74328 73,907 
58,871 75J58 60,970 65,614 64,639 
6/6i9 8,479 9,919 8,713 9,267 

27 35 25 28 27 

308,505 323,651 351,501 343,492 349349 

56,063 6;t39a 64,342 71,087 85,2û7 
49,444 53,911 54,424 62,3ï3 75,94û 
6,619 8,479 9,919 8,713 9,267 

ba442 261,261 287,158 m406 î64J41 
193,571 186,103 226,188 206,792 199,502 
58,871 75,158 60,970 65,614 64,639 

55,180 43m 66,291 30,326 29,157 
55,û79 43,156 66,278 30,243 28,947 
101 78 14 83 210 

23 18 24 11 11 

253,325 28û,417 285m 313,166 320,192 

55,962 6u12 64,329 71,004 84,998 
49,343 53,833 54,410 623û 75,730 
6,619 8,479 9,919 8,713 9,267 

19733 218,106 220,861 w163 235,195 
138,492 la948 159,910 176,549 170,555 
58,871 75,158 60,970 65,614 64,639 

74 70 75 76 77 
88 86 85 88 89 
70 66 72 73 73 

9.98 11.06 11.11 12.07 1219 

25/3&l 25% 25,664 25399 24/23 

1985-89 

261,650 

73,650 
65,050 
8,600 

28 

3 3 5 3 0  

67,818 
59218 
8,600 

%7,482 
XI2431 
65,050 

44,838 
44,741 

97 

17 

290,462 

67,721 
59,121 
8,600 

157,691 
65,m 

a741 

75 
87 
71 

11.29 

25,722 

Canned figures fmm 1980 to 1989 are from the U.S. Department of Commerw and are for Canadian exports to t h e  
United States. 
Carrot crop year fmm Juiy 1 to June 30. 
Totals may not add due to rounding. 

Source: Statistics Canada, U.S. Department of Commerce. 
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Table III 

SWEET CORN 

CANADIAN SWPLY AND DISPOSITION 

Crop Years 198089 
(tonnes) 

Production 

Imports 
Fresh 
P d  

imports as % of Production 

Supply Available 

Available for Consumption in 
Processed Form 
Domestic P d u d i o n  
Imporîed processed 

Domestic Production 
imported F m h  

Available for Fresh Market 

E x r t s  
Efo,h 
Processed 

&ports as % of Production 

Domestic Disappearance 

Consumed in Pmessed Form 
Domestic Production 
Imported P d  

Domestic Production 
Impo&d Fresh 

Domestic Producers' 
Market Share of: 
Total Market (%) 
P d  Market (%) 
Fresh Market (%) 

Fresh Market Consumption 

Per Capiia Disappeacance (kg) 

Population (OOO) 

1980 
27,517 

30,305 
17,653 
12,652 

11 

307#22 

239,371 
226,719 
12,652 

68,451 
50,798 
17,653 

7 2 9 7  

w 
26 

B5,516 

167,064 
154,412 
12,652 

68,451 
5 0 3 8  
17,653 

87 
92 
74 

9.78 

29,086 

Note: 

Sweet corn m p  year from July 1 to June 30. 
Totals may not add due to rounding. 

focuw: Statistics Canada. 

- 
.venge 
980-84 

3532 

24945 
19,213 

10 

%,5Z 

&4,902 
35,170 
9,732 

79,625 
60,412 
19,213 

62,016 

62,016 

21 

62,512 

8 W 7  
73,154 
9,732 

79,625 
60,412 
19,213 

- 

9,732 

89 
95 
76 

10.66 

24h33 - 

mg?@1w17ggg1989 

07,623 27!5,096 341,106 3B,561 345,472 

30,651 31,803 29,111 31,871 41,788 
2O,û7û 23,334 21,310 23,949 31,771 
9,782 8,469 7,801 7,922 10,017 

10 12 9 10 12 

1383'4 306,899 370,217 352,432 387m 

!31,982 ZB,996 271,574 265,W Z 8 3 9  
!22,2W 201,527 263,773 257,167 268,252 

9782 8,469 7,801 7,922 10,017 

10632 96,902 98,643 87343 108,991 
85,423 73,569 77,333 63,394 77,220 
a#70 23,334 21,310 23,949 31,771 

44,048 48,192 6a974 65,W 55,169 

44,048 48,192 6a974 65,U.ï 55,169 

14 18 18 20 16 

!94,226 258,7û7 307,243 287,W 332,091 

187,934 161,804 208,600 199,663 223,100 
178,152 153,335 200,800 191,740 213,083 

9,782 8,469 7,801 7,922 10,017 

106,292 %,902 98,643 87,343 108,991 
85,423 73,569 77,333 63,394 77,220 
B,870 B,334 21,310 23,949 31,771 

90 88 91 89 87 
95 95 % % % 
80 76 78 73 71 

11.59 10.23 11.97 11.06 1264 

25,380 25% 25m 25,939 26p 
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Table IV 

LETTUCE 

CANADIAN SUPPLY AND DISPOSITION 

Crop Years 1980-89 
(tonnes) 

Production* 

Imports 
Fresh 
PlUC€Sd 

Importa as 96 of Production 

Supply Available 

Available for Fresh Market 
Domestic Production , 
imported Fresh 

“,h.* 
PKOOSKWd 

F.xporta as % of Production 

Domestic Disappeatance 

Fresh Market Consumption 
Domestic Production 
Imported Fresh 

Domestic Producers’ 
Market Share of: 
Total Market (%) 
Fresh Market (%) 

Per capita Disappearance (kg) 

Population (OOO) 

~ ~ ~ l p B B ~  

44p4 48,145 5- 55,362 

235,375 217,339 167,610 174,096 
235,375 217,339 167,610 174,096 

O O O O 

531 451 3îû 314 

279m 265,484 220m7 229458 

w9,669 265,484 220,037 229m 
44,294 48,145 5a4V 55,362 
B5,375 217,339 167,610 174,096 

&311 &789 1,743 
vil u 8 9  1,743 

O O O 

6 5 5 3 

P6,805 263,173 217,248 2Z,715 

V 6 m  263,173 217,248 ZU,715 
41,430 45,834 49,638 53,619 

235,375 217,339 167,610 174,096 

15 17 23 24 
15 17 23 24 

10.92 10.25 8.38 8.67 

25m 25w 25m 25,939 26m 

iverage 
198589 

50,718 

W107 
zo2107 

O 

398 

EW24 

50,718 
z02107 

3,450 
3,450 

O 

7 

249,375 

249375 
4 7 m  

ZOZlW 

19 
19 

9.69 

25.722 

Note: 

* This table applies only to fresh production. There is proceaged production in Canada, howwer, the statistics are not 
available. 
** Fresh figures from 1980 to 1987 are from the U.S. Department of Commerce and are for Canadian exporta to the 
United States. 
Lettuce cmp year h m  May 1 to April30. 
Tutels may not add due to munding. 

Soum: Statistics Canada, U.S. Department of Commem. 



Table V --- 
MUSHROOMS 

CANADIAN SUPPLY AND DISPOSITION 

vmge 
98589 

Mgos 

=I=i 

4,123 
31,123 

72 

84,053 

43,718 
12L= 
31,123 

40,335 
36212 
4,123 

1,443 
732 
71 1 

3 

82,611 

43,008 
11w 
31,lZ 

Z% ~ 

3.21 9 0 1  

4r123 l 
l 

57 
28 

25222 ' 

Caiendar Years 1980-89 
(tonnes) 

Production 

Imports 
Fresh 
Processed 

Imports as % of Production 

Supply Available 

Available for Consumption in 
Processed Form 
Domestic Production 
Imported Processed 

Available for Fresh Market 
Domestic Production 
Imported Fresh 

%?* 
Processed* 

Exports as of Production 

Domestic ûisappeamnce 

Consumed in Pnxessed Form 
Domestic Production 
Imported Processed 

Domestic Production 
Imported Fresh 

Domestic Producere' 
Market Share of 
Total Market (%) 
P d  Market (%) 
Fresh Market (%) 

Fresh Market Consumption 

Pet Gzpitu Disappearance (kg) 

Population (OOO) 

lWI0 
29s 

35,319 
1224 

34,095 

121 

6494 

41,947 

Mrn 

m 3 7  
21,413 
1224 

594 
320 
273 

2 

63,990 

41,674 
7379 

34,095 

22316 
21,092 
1224 

7~352 

45 
18 
95 

2.66 

Lver;ige 
L98osQ 

35m 

35m 
1,817 

3330 

99 

70395 

44,140 
10,750 
3,390 

26,455 
w 3 8  
1,817 

466 
289 
IR 

1 

70,129 

43,963 
10372 
3390 

26,166 
24349 
1,817 

50 
24 
93 

285 

?&A33 - 

wm19871988'980 

G$92 50,454 45,718 50,573 5-1 

QO76 35,549 29,V5 30.439 38,890 
3 3 2  2,612 3,364 4,923 6,465 

38,824 32,938 25,911 25,517 32425 

93 70 64 60 75 

67,168 86,003 74,993 81,012 91,091 

5-2 48,124 %fi1 37,784 44,391 
13,408 15,186 10,150 12,267 11,%6 
38,824 32,938 25,911 25,517 32,425 

34936 3 7 m  38,932 43229 46m 
31m 35- 35- 38% 
3,252 2,612 3,364 4,923 6,465 

330 954 749 2,531 ?&O 
34 537 373 1m 1,210 

2% 417 376 lP25 1,440 

1 2 2 5 5 

86,838 85,050 74,244 78,481 88,441 

51,936 4 7 m  35,685 36,7!% 42,951 
13,112 14,769 9,774 11,242 10,526 
38,824 32938 25,911 25,517 32,425 

34,902 37.343 38,559 41,722 45,490 
31,650 3431 35,195 39,OE 
3 3 2  2,612 3,364 4,923 6,465 

52 58 61 61 56 
25 31 27 31 25 
91 93 91 88 86 

3.42 3.35 289 3.03 3.37 

25m 25#354 25/664 25,939 26m 

Note: 

* F r o m  figures fmm 1980 to 1988 as well as dned and fresh figures fmm 1980 to 1987 are fmm the U.S. Department 
of Cornmerce and are for Canadian exports to the United States. 
Totals may not add due to rounding. 

Source: Statistics Canada, U.S. Department of Commerce. 
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Table VI 

ONIONS 

CANADIAN SUPPLY AND DISPOSITION 

Crop Years 1980-89 
(tonnes) 

Production 

Imports 
Fresh 
P d  

imports as % of Produdion 

Supply Available 

%?* 
PcoceBsed** 

Fkports as % of Production 

Domestic Disappearance 

Consumed hpm: 
Domestic Fresh and Prapssed 
Imported 

Fresh 
P d  

Domestic Producers' 
Market Share of: 
Total Market (%) 

Per capita Disappearance (kg) 

Population (OOO) 

1980 

10623.5 

lOa621 
52,310 
50,312 

97 

2wm 

12,339 
11,036 
1 3 3  

12 

1%,517 

938% 
102,621 
52,310 
50,312 

48 

8.16 

24,086 

ivengc 
1980-84 
126,658 

mm 
52507 
35,701 

70 

114,866 

17,201 
15,379 
1fi= 

14 

97,666 

09,458 
mm 
52507 
35701 

55 

8.02 

24,633 - 

1 9 s s ~ g g ~ ~  

149,238 117,805 129,182 120,612 139,502 

85h24 110746 120,336 101#727 111836 
53,441 m m  74,137 46,820 59,089 
3Z161 40,152 46,199 54,937 52,747 

57 94 93 84 80 

'34,863 228,551 249,518 -39 251,338 

29,715 13,058 24,053 8,449 19,147 
26,598 10,418 20,îûO 6,633 1 8 m  
3,117 2,640 3,774 1,û16 341 

a) 11 19 7 14 

05,148 215,493 225,464 213,890 232,191 

1192B 104,746 105,128 112,163 120,355 
85/24 110746 120,336 101,727 111836 
53,460 70,5!% 74,137 46,8a) 59,089 
3;/164 40,152 46,199 54,937 52,747 

58 49 47 52 52 

6.08 8.50 8.79 8.25 8.84 

2 5 w  2.5- 25#664 25,939 26m 

- 
Lvenge 
L985-89 

131,268 

106,054 
sasa 
634 

81 

B7322 

18,885 
16S7 
2,337 

14 

!18,437 

11w3 
106,054 
008a) 
4534 

51 

8.49 

25,722 

Note: 

* Al1 fmsh export figures indude shallots. 
** Figures for dried and reserved onions from 1980 to 1987 are frum the U.S. Department of Commerce and arr for 
Canadian exporta to the enited States. 
Onion crop year from July 1 to June 30. 
Totals may not add due to munding. 

Source: Staîistics Canada, U.S. Department of Commerce. 
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! Table VI1 

GREEN PEAS 

CANADIAN SUPPLY AND DISPOSITION 

Crop Years 1980-89 
(tonnes) 

Production' 

Importe 
Fresh** 
P d  

imports as % of Production 

Supply Available 

Available for Consumption in 
P d  Form 
Domestic Production 
Imported P d  

Total Exporte 
Fresh 
Processed 

&ports as % of Pduct ion  

Domestic Disappearance 

îonsumed in P d  Form 
Domestic Production 
Imported P d  

Domestic Producers' 
Market Share of: 
Total Market (96) 
P d  Market (%) 

Pff capita Disappearance (kg) 

Population (OOO) 

- 1980 

a m  
3,175 

3,175 

5 

71,768 

71,768 
68,593 
3,175 

6,799 

6,799 

10 

a,= 
64,- 
61,793 
3,175 

95 
95 

270 

24,w 

svongo 
19so&1 
66m 

2367 

w 7  

4 

68,773 

68,773 
6636 
w 7  

7279 

7279 

11 

61,494 

61,494 
58,927 
w 7  

% 
% 

250 

24/633 - 

m g @ g g g = m  

80,6!52 !%Ji4 44,142 54Si 70,ô69 

1,756 2,329 3m 7 P 2  6,811 

1,756 2,329 3,280 7 m  6#11 

2 5 7 13 10 

8&4# 5&544 47,421 61,5B 77,680 

82,408 52344 47,421 61,5?3 77,680 
80,652 50,214 44,142 54,251 70,869 
1,756 a29 3 3 0  7 3 2  6,811 

4,%9 6,476 5,762 9,721 10239 

4,969 6,474 5,762 9,721 10,539 

6 13 13 18 15 

77,439 46,W 41,659 51,802 67,141 

77,439 46,068 41,659 51802 67,141 
75/683 43739 38m 44,530 60,330 
1,756 2,329 3,280 7,Z2 6,811 

98 95 92 86 90 
5% 95 92 86 90 

3.05 1.82 1.62 200 256 

25m 25/354 25m 25,939 26m 

.venge 
98589 

60,m 

4 3 9  

4289 

7 

64,315 

64,315 
aP26 
4 3 9  

7,4B 

7A93 

12 

%,82 
5u32 
4 3 9  

92 
92 

221 

Srn 

Note: 

* This table only applies to p d  production. ïhere is h h  production in Canada, however the statistics are no1 
available. 
** Fresh imporîs of about 3 thousand tonnes per year, consishg mainly of snow peas, are excluded. 
Pea mp'year  from July 1 to June 30. 
Toîals may not add due to rounding. 

Source: Statistics Canada. 
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Production 

Im rte 
E h  
Seed 
Processed 

Imports as % of Production 

Supply Available 

Available for Consumption in 
Processed Form 
Domestic Production* 
Imported P d  

Domestic Production 
Imported Fresh 

E x r t s  
E h  
seed 
P d * *  

Available for Fresh Market 

Exporte as of Production 

Domestic Disappearance 

Consumed in P d  Form 
Domestic Production 
Imported P d  

Domestic Pduct ion  
Imported Fresh 

Domestic Producers' 
.Market Share of: 

Total Market (%) 
P d  Market (46) 
Fresh Market (96) 

Fresh Market Consumption 

Pn Capiia Disappearance (kg) 

Population (MO) 

24142 

6 

$07,786 

Table VI11 

POTATOES 

CANADIAN SUPPLY AND DISPOSITION 

n;w/ 31~91 47314 105;293 

6 7 7 10 11 

3,167,153 2,955,293 3,254,705 2,980,118 3,126,310 

Crop Years 198089 
(tonnes) 

,001,468 
9Z'Jîb 
3,142 

- 1980 

2,479,459 

152,656 
13,M 

5782 
a778 

6 

2,6341 15 

925,770 
902,992 
a778 

1,706,345 
1,576,467 

129,878 

336,186 
126,763 
156,687 
52,734 

14 

4295,929 

873,034 
850256 
22,778 

1,422,895 
1,293,017 

129,878 

93 
97 
91 

95.32 

3,w 

1,159,814 1,137,364 1,291,852 1,169,988 1,257,761 
1,132,107 1,105,873 i,249,3zS 1,1a474 1,152,468 

27,707 31,491 W28 47,514 105,293 

164,363 173,368 194,019 221,911 B9,Zû 315,413 

7.771 10,649 9.643 8.843 11565 9291 
i 3 a m l  135,012 ISWE ~rnm 200,179 200,829 

,806,317 
,666,097 
140,221 

387,327 

2,W7,339 1,817,929 1,%;t853 1,810,130 1,868,549 
1,861,678 1,655,401 1,783,469 1 , 5 9 8 s  1,658,429 

145,661 162,5Z 179,384 211,744 210,la) 

388,084 497,085 508,112 741361 719,778 
165425 
127,751 
94,151 

14- 21g002 18$436 346;198 31$183 
80,243 %,917 90,423 12&211 147,535 

165,245 188,167 234,î52 a 9 5 2  257,060 

15 

,420,459 

907,317 
883,175 x,ia 
513,142 
372,921 
140,221 

93 
97 
91 

98.26 

24,633 

13 18 17 P 26 

2,779,069 2,458- 2,746,593 =,757 2,406,531 

994,569 949,198 1,W,6W 897,036 1,ooO,700 
966,862 917m 1,015,072 849,522 895,407 nm 31,491 a m  47,514 i o 5 m  

1,784,500 1,509,010 1,688,993 1,341,721 1,405,831 
1,638,839 1,346,483 1,509,610 1,129,977 1,195,711 

145,661 162,527 179,384 211,744 210,120 

94 92 92 88 87 
97 97 % 95 89 
92 89 89 84 85 

1099 %.% 107.02 86.31 91.60 

25,W 25,354 25,664 25,939 26,273 

Average 
1985-89 

2863,922 

232,794 
171,889 

9'998 
s o t 9 0 7  

8 

3,0%,716 

1203,356 

50,907 

1mm 
1,711,473 
181,887 

570,884 
239Jl83 
107,466 
m 3 3 5  

a) 

1,152,449 

2,525,832 

979,821 
928,914 
50,907 

1#546,011 
i*,13 

181,887 

91 
95 
88 

98.a) 

25,722 

Note: 

* 1980-88 figures are fmm the National Farm Product Marketing Council and Ag~iculture Canada while the 1989 figure 
is a Tribunal estimate. 

res for potato flakes, flour, starch and chips as well as dried potatoes fmm 1980 to 1987 (to 1989 in the case oi :kif%e from the U.S. Department of Commerce and are for Canadian exports to the United States. 
Potato m p  year fmm July 1 to June 30. 
ïotals may not agree due to rounding. 

Source: Statistics Canada, U.S. Department of Commerce. 



Table IX 

TOMATOES 

CANADIAN SUPPLY AND DISPOSITION 

Production 
Field 
Greenhouse 

Imports 
Fresh 
Processed 

Imports as % of Production 

Supply Availabie 

Available for Consumption in 
Processed Form 
Domestic Production 
h p o d  P H  

Available for Fresh Market 
ûomestic Production 
Imported Fresh 

Tres? 
P&* 

Exports as % of Production 

Domestic Disappeamnce 

Consumed in Processed Form 
Domestic Production 
Imported Pnxessed 

Fresh Market Consumption 
Domestic Production 
Imported F m h  

Domestic Producers' 
Market Share of: 
Total Market (%) 
Procegged Market (96) 
Fresh Market (%) 

Per Cizpita Disappearance (kg) 

Population (OOO) 

Crop Years 198089 
(tonnes) 

g g ~ ~ g g g l o e o  

553,991 %1,%4 615,783 629,301 
533,239 538,465 591,949 604,938 
BIT53 23m 23m 24,363 

35w 360327 386,151 427394 

mP74 223303 mm 285347 
145,362 137,224 131,117 141,847 

64 64 63 68 

906,42' 922,492 lpOl,934 1,056,695 

681,74û 701,228 773,878 824,895 
474,667 47ï,924 518,844 539,348 
207,074 223303 255w 285347 

m#686 221- 228,056 231m 
7932s 84,040 %,939 89,953 

145,362 137,224 131,117 141,847 

9,980 7,482 17,468 16,191 
2,218 2,336 2717 
7,762 5,146 14,911 13,475 

2 1 3 3 

71 896,446 915,ûiO 984,466 1,040,504 

673,978 696,082 758,%7 811,421 

183 2#,074 m,303 285,547 

222,468 218,928 225,499 229,û83 
77,iW 81,704 94,382 87- 

145,362 137,224 131,117 141,847 

466,905 472J79 503,933 52sm 

61 61 61 59 
69 68 66 65 
35 37 42 38 

353 35.6 37.95 39.a 

25% 25&4 25,939 25273 

Note: 

* Ketchup & sauce, canned and paste figures from 1980 to 1987 are from the U.S. Department of Comm- and are 
for Canadian exports to the United States. 
Tomato a o p  year from July 1 to lune 30. 
Totals may not add due to rounding. 

Source: Statistics Canada, U.S. Department of Commerce. 
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Table X 

APPLES 

CANADIAN SUPPLY AND DISPOSITION 

Crop Years 198089 
(tonnes) 

Production 

Imports 
Fresh 
Processed 

Imports as % of Production 

Supply Available 

Available for Consumption in 
P d  Form 
Domestic Production 
Imporîed P d  

Domestic Production 
Imported Fresh 

E x r t s  
E h  
ProCeased* 

Available for Fresh Market 

Exporis as % of Production 

Domestic Disappearance 

Consumed in Processed Form 
Doinestic Production 
Imported P d  

Fresh Market Consumption 
Domestic Consumption 
Imported Fresh 

Domestic Producers’ 
Market Share of: 
Total Market (%) 
P d  Market (96) 
Fresh Market (%) 

Per îapiîa Disappearance (kg) 

Population (OOO) 

- 1480 

552383 

198,333 
fM30 
133,503 

36 

750,917 

336,999 
203,496 
133,503 

413,918 
349,087 
64,830 

94,183 
77,878 
16,305 

17 

656,734 

320,694 
187,191 
13393 

336,040 
271m 
64,830 

70 
58 
81 

27.27 

24#c@fj 

Avenge - 198064 

v4336 

m m  
w m  
183,489 

59 

155,071 

$78,784 
195,2% 
183,489 

176,286 
z79,040 
97% 

83,193 
65,998 
17,195 

18 

i71,878 

16190 
178,101 
183,489 

110,289 
ii3,043 
w m  

58 
49 
69 

27.28 

24,633 - 

p & p @ ~ l p s s ~  

L78,604 388,173 5û5,891 500,746 536,719 

349,952 413,711 357,321 326,230 330,998 
99,020 131,050 130,475 87,005 98,929 
250,932 282661 226w 239- 23a069 

73 107 71 65 62 

528,556 801,884 863,212 826,976 867,717 

i51,134 451,807 471,868 483,894 479,968 
20092 169,146 î45,022 244,669 247,899 
250,932 mz66i =,au 239,225 23z069 

3?7,422 350,077 391,344 343,082 387,749 
Z78,402 219,027 250,869 256,077 %,820 
99,020 131,050 130,475 87,005 98,929 

78,002 78,241 101,890 7 3 , O  76,490 
60,441 57,101 63,465 56,841 61,450 
17S1 21,140 38,425 16,603 15,040 

16 20 20 15 14 

5Om 723,643 761,322 753326 791,227 

133373 430,667 433,443 4673% 464,928 
182,641 148,006 206397 228,061 232,859 
a3932 282661 226,au 239- 232069 

316,981 29a976 327,879 286,241 326,299 
217,%1 161,926 197,4û4 199- W,370 
99,020 131,050 130,475 87,005 98,929 

53 43 53 57 58 
42 34 48 49 50 
69 55 60 70 70 

29.57 2851 29.66 29.05 30.12 

2 5 m  25- 25,664 25,939 26/273 

Note: 

Dried figures from 1980 to 1987 and canned figures fmm 1987 to 1989 are from the U.S. Deparûnent of Comme= 
and are for Canadian aports to the United States. 
Apple crop year from September 1 to August 31. 
Totals may not add due to rounding. 

Source: Statistics Canada, U.S. Department of Commerce. 
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Table XI 

BLUEBERRIES 

CANADIAN SUPPLY AND DISPOSITION 

Crop Years 198089 
(tonnes) 

Production 

%% 
Pirwwssed 

imports as 96 of Production 

Supply Available 

ExPo* 
Fresh 
Processed 

Ekptnis as 96 of Production 

Domestic Dsappearance 

consumed from: 
Domestic Fresh and Processed 

Fresh 
Processed 

Domestic Producers' 
Market Share of: 
Total Market (96) 

h p o d  

1980 

13,647 

3m 
ZAOS 
1 m  

P 

17,303 

2068 
11,136 

97 

4,099 

443 
38656 
2405 
1 3 1  

- 

13,204 

11 

0.17 

2apss 

Blueberry crop year from July 1 to ,me 30. 
Totals may not add due to munding. 

Source: Statistia, Canada. 

- 
Lveage 
LQ8084 

18,903 

5,109 
3 m  
1,314 

P 

24,012 

15,404 
3,140 

1 ~ 3  

81 

8,608 

3,499 
5,109 
3,795 
1,314 

41 

0.35 

24,633 - 

1985 
q432 

4,917 
3 m  
1,6S 

22 

27349 

17,imi 
4,622 
12.448 

76 

10pS 

5 3 1  

3,302 
4,917 

1,615 

52 

0.40 

=w 

198619a1119â8m 
16,557 29,784 31,833 D,5Z 

6,521 6,449 7,674 4,470 
5 3 3  5 p 9  4!M4 3,248 
1268 lpzs 2731 1m 

39 22 24 16 

Z3,078 3632 39507 31,997 

13,336 25,671 26,108 21308 
4 3 0  8,1% 10,683 4,953 
9,056 17,476 15,425 1 6 m  

81 86 82 78 

9,742 10,580 13,399 10,489 

3,221 4,113 5,725 6,019 
6,521 6,449 7,674 4,470 
5 3 3  5,039 4,944 3,248 
1268 1,429 mi im 

33 39 43 57 

0.38 0.41 0.52 0.40 

25354 25..664 25,939 am 

261 



Table XII 

PEACHES 

CANADIAN SUPPLY AND DISPOSITION 

Crop Y e n  1980-89 
(tonnes) 

Production 

Imports 
Fresh 
Processed 

Imports as % of Production 

Suppiy Available 

Available for Consumption in 
Pcoœssed Form 
Domestic Production 
Imported Pmcessed 

Domestic Production 
Imported Fresh 

Available for Fresh Market 

E x r t s  
G h *  
P&** 

Exports as % of Production 

Domestic ûisappearance 

Consumed in Pra?essed Form 
Domestic Production 
Imported Processed 

Fresh Market Consumption 
ûomestic Production 
Imported F m h  

Domestic Producers' 
Market Share of: 
Total Market (%) 
Processed Market (%) 
Fresh Market (%) 

Per G@ta Disappearance (kg) 

Population (OOO) 

- 1980 

40,946 

50,165 
21h98 
28,467 

123 

91,112 

34335 
5,768 

28,467 

56,877 
35,179 
21,698 

1 
1 

O 

91,110 

am 
5,768 

28,467 

56,376 
35,177 
21,698 

45 
17 
62 

3.78 

24,086 

1980&4 
3 4 3 9  

47,958 
23,666 
24292 

140 

82327 

29,185 
4 m  

24,292 

53,142 
29,476 
23,666 

75 
75 

O 

822.52 

29,185 
4,893 

24292 

53,067 
29,401 
23,666 

42 
17 
55 

3.34 

24,633 

~ g & ~ ~ ~  

42,XM 33,199 44,865 44,085 39,516 

39,249 44,353 a741  42,595 39,860 
17,305 18,066 18,577 18,122 19,873 
21,944 26,286 24,164 24,473 19,987 

93 134 95 97 101 

81,453 77,552 87,606 86,680 79,376 

29,509 31,385 32,958 31,784 26,681 
7365 5,098 8,794 7,311 6,694 

21,944 26,286 24,164 24,473 19,987 

51,944 46,167 54,648 54$% 52,695 
34,639 28,101 36,070 36,774 32,822 
17,305 18,066 18,577 18,122 19,873 

603 224 265 871 285 
603 224 265 322 260 

- 549 25 

1 1 1 2 1 

80,850 77,327 87,341 85,809 79,091 

29,509 31,385 32358 31,ZM 26,656 
7,565 5,098 8,794 6,762 6,669 

21,944 26,286 24,164 24,473 19,987 

51,341 45,943 54,383 54,574 5a435 
34,036 27,376 35,805 36,453 32562 
17,305 18,066 18,577 18,122 19,873 

51 43 51 50 50 
26 16 27 22 25 
66 61 66 67 62 

3.19 3.05 3.40 3.31 3.01 

Ep4l 25/34 25,661 25,939 26m 

iic- vehge - 985-89 

40,774 

41,760 
18,389 
23,371 

102 

82,533 

3,463 
7,092 

23,371 

52p70 
33,681 
18,389 

450 
335 
115**' 

1 

82p84 

303.8 
6,978 

?3,371 

51,735 
33346 
18,389 

49 
23 
64 

3.19 

25,722 

Note: 

* Fresh figures from 1980 to 1987 are fmm the U.S. Department of Commerce and are for Canadian exports to the 
United States. 
** Data only available beginning in 1988. 

*** Five-year average based on two yeam of data. 
Peach m p  year fmm July 1 to June 3. 
Totals may not add due to munding. 

Soum: Statistice Canada, U.S. Department of Commeme. 

262 



Table MI1 

PEARS 

CANADIAN SUPPLY AND DISPOSITION 

Crop Years 198089 
(tonnes) 

Production 

Imporb 
Fresh 
Pcuœssed 

Imporîs as % of Production 

Supply Avaiiable 

Available for Consumption in 
Procesxi Fom 
Domestic Production 
Imported Processed 

Domestic Production 
Imported Fresh 

Avaiiable for Fresh Market 

%2 
Pcuœssed 

Fkporîs as % of Production 

Domestic Disappeamnce 

Consumed in Processed Fom 
Domestic Production 
Imported Pcuœssed 

Domestic Production 
Imported Fresh 

Domestic Producers' 
Market Share of: 
Total Market (%) 
Pcuœssed Market (a) 
Fresh Market (%) 

Fresh Market Consumption 

Per capitn Disappearanœ (kg) 

Population (OOO) 

1980 
39,m 

32030 
25,133 
6,897 

81 

71,434 

23,493 
163% 
6,897 

47,940 m 
25,133 

1 3 1  
4 

3 

70,168 

23,489 
16,592 
6,897 

46,679 
21,547 
25,133 

1 3 5  

54 
71 
46 

291 

Note: 

Pear m p  year from July 1 to June 30. 
Totals may not add due to rounding. 

Source: Statistics Canada. 

+ 
198M14 
30,977 

37346 
29@5 
7,692 

121 

68,323 

18,349 
10/658 
7,692 

49,974 
30,319 
29,655 

910 
767 
142 

3 

67,414 

1 8 W  
10,515 
7 m  

4 9 m  

29/65 
19,552 

45 
58 
40 

274 

24,633 

wg!g1987lpsB1989 

28,217 23,673 27,623 23,300 2133 

Q9JM 48,941 55,321 53,903 54,987 
33,061 39438 45,164 4 4 s  48,460 
9,919 93û3 10,157 9,318 6,527 

152 207 nw) 231 258 

71,197 n614 82,944 77- 76,îijû 

18,156 16,078 17,147 15,130 12,279 
8,236 6,575 6,990 5,812 5,752 
9,919 9333 10,157 9,318 6,527 

53,041 56336 65,797 62,m 63,981 
19,981 17,098 20,633 17,488 15,521 
33,061 39,438 45,164 44,585 48,460 

9n1 317 189 577 1,315 
775 303 150 576 664 
145 14 39 1 651 

3 1 1 2 6 

70m 7&B7 82,755 76,626 74,945 

18,011 16,064 17,108 15,129 11,628 
8,092 6,561 6,951 5,811 5,101 
9,919 9333 10,157 9,318 6,527 

523% 5633 65,W 61,497 63,317 
19- 16,795 20,483 16,912 14,857 
33,061 39,438 45,164 44% 48,460 

39 32 33 30 27 
45 41 41 38 44 
37 30 31 28 23 

277 285 3.22 295 285 

25w 25- 25,664 25,939 %rn 
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APPENDIX H 
~~ 

SELECTED MEASURES FROM THE FRESH FRUIT AND VEGETABLE PROFILES 

1980-84 Average 

Valueof Cdn.Prod. Cdn. Consumption 
ïndustry a s a X o f  Prod. Pmcessed Fresh 

(1989) Avail. Supply Total Domestic Imported Total Domestic hnportec 
76 (Prod.+ïmp.) 1 as a X of Total (Fresh + Processed) Consumption 

Vegetables 
Potatws 
Mushrooms 
Tomatoes 
corn 
Cucumbers 
carrots 
Cabbage 
Onions 
Green Peas 
Lettuce 
Cauliflower 
Beans 
Rutabagas 
Celery 

Asparagus 
Beets 
Radishes 
Brussels Sprouts 
Broccoli 
Spinach 
Parsnips 

Fruits 
Apples 
Strawberries 
Blueberries 
Raspberries 
Grapes 
Peaches 
Cranberries 
Cherries 
P e m  
Piums & Prunes 

Peppem 

39.8 94.1 
14.0 50.1 
12.4 56.9 
5.8 91.1 
4.6 66.6 
3.9 81.2 
3.0 80.3 
2.7 58.9 
2.5 %.3 
2.2 17.5 
1.8 65.5 
1.5 81.3 
1.4 98.3 
1.2 29.9 
1.0 27.5 
0.7 25.4 
0.4 92.1 
0.3 27.3 
0.2 41.7 
0.2 23.6 
0.2 22.0 
0.1 75.1 

33.7 62.8 
15.4 54.4 
11.2 78.7 
10.1 94.0 
9.3 15.4 
8.4 41.7 
4.8 67.7 
3.4 51.3 
2.9 45.3 
0.8 17.6 

109.2 37.5 
50.5 62.7 
57.1 76.2 
112.6 69.7 
68.1 43.8 
97.1 17.6 
83.2 - 
64.1 - 
107.7 100.0 
17.8 - 
70.0 - 
85.1 66.6 
140.6 - 
30.9 - 
27.5 - 
32.3 - 
93.9 1.5 
28.2 - 
44.4 - 
23.6 9.2 
22.0 17.7 
77.0 - 

70.6 53.8 
55.1 21.2 

140.8 81.2 

41.8 35.5 
181.1 - 
55.5 55.5 
46.0 27.0 
17.6 21.2 

219.6 - 
15.5 - 

36.5 
15.1 
49.3 
66.0 
40.8 
15.6 

- 
- 

95.8 
- 
- 

63.4 
- 
- 
- 
- 
- 
- 
- 

5.0 
- 
- 

2.6.5 
10.3 

75.5 

5.9 

29.1 
15.6 
1.5 

- 

- 
- 

1.0 
47.6 
26.9 
3.7 
2.9 
2.0 
0.6 
18.1 
4.2 

- 

3.3 

4.0 
1.5 

1.9 
4.2 
17.7 - 

27.3 
10.9 
15.3 
5.7 
56.8 
29.5 
5.6 
26.5 

62.5 57.0 
37.3 34.7 
23.8 7.4 
30.3 23.0 
56.2 25.1 
82.4 62.0 

- - 
100.0 16.0 

33.4 17.1 
100.0 97.6 
100.0 27.7 
100.0 27.5 

98.5 91.9 
100.0 24.7 

90.8 18.5 
82.3 22.0 
100.0 74.4 

- - 

- - 

- - 

46.2 31.7 
78.8 43.7 

18.8 15.6 

64.5 35.7 

44.5 18.2 

- - 
- - 
- - 

11.4 73.0 29.0 44.0 
19.7 78.8 16.0 62.8 

5.5 
2.6 

16.4 
7.3 
31.1 
20.4 
19.9 
26.6 

84.0 
36.9 
16.3 
2.4 
72.3 
72.5 
91.1 
6.6 
75.3 
60.2 
72.3 
60.3 
25.6 

- 

14.5 
35.2 
44.1 
3.2 
28.5 
28.8 
80.6 
26.3 
53.7 
65.3 

Note: Calculations May not appear to add exactly due to the presence of non-displayed decimals. 

Source: Fresh Fruit and Vegetable Profiles, the Tribunal, May 1991. 
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SELECTED MEASURES FROM THE FRESH FRUIT AND VEGETABLE PROFILE 

Vegeîables 
Potatoes 
Mushrooms 
Tomatoes 
corn 
Cucumbers 
Carrots 
Cabbage 
Onions 
Green Peas 
Lettuce 
Cauliflower 
Beans 
Rutabagas 
Celery 

Asparagus 
Beets 
Radishes 
Brussels Sprouts 
Broccoli 
Spinach 
Parsnips 

Fniits 
Apples 
Strawberries 
Blueberries 
Raspberries 
Grapes 
Peaches 
Cranberries 
Cherries 
Pears 
Plums & Prunes 

P e P F  

Value of 
hdustry 

(1989) 
% 

39.8 
14.0 
12.4 
5.8 
4.6 
3.9 
3.0 
2.7 
2.5 
2.2 
1.8 
1.5 
1.4 
1.2 
1.0 
0.7 
0.4 
0.3 
0.2 
0.2 
0.2 
o. 1 

33.7 
15.4 
11.2 
10.1 
9.3 
8.4 
4.8 
3.4 
2.9 
0.8 

198588 Average 

Cdn. 
a s a  

Avaii. 
(Prod. 

Prod. Cdn. Consumption 
% of Pmd. Processed Fresh 
SUPPlY 
+hP.) 1 

Total Domestic ïmported Total Dornesticïmporte~ 
as a % of Total (Fresh + Processed) Consumption 

93.2 
58.1 
61.2 
91.0 
63.2 
77.8 
81.8 
54.8 
94.0 
19.2 
51.1 
77.5 
97.9 
29.2 
31.9 
27.1 
89.4 
31.1 
46.0 
26.3 
16.5 
79.6 

56.4 
49.2 
79.7 
92.0 
14.3 
49.3 
71.0 
49.1 
33.8 
13.6 

112.5 37.9 
59.1 52.1 
61.9 76.4 
108.5 66.1 
64.8 36.3 
91.2 22.4 
86.8 - 
59.6 - 
105.7 100.0 
19.5 - 
53.2 - 
84.8 60.1 
126.9 - 
30.1 - 
32.2 - 
32.3 - 
91.1 28  
31.7 - 
49.9 - 
26.4 6.5 
16.5 18.1 
80.7 - 

62.7 58.4 
50.0 17.7 

171.3 81.6 
14.8 - 
49.6 37.8 
206.7 - 
52.3 57.6 
34.0 22.0 
13.6 22.0 

228.6 - 

36.5 
14.4 
52.1 
63.2 
32.0 
19.4 - 

- 
93.3 - 

- 
57.9 - 

- 
- 
- 

4.5 - 
- 

25.0 
7.3 

75.7 

8.5 

27.1 
9.1 
0.8 

- 
- 
- 

1.5 
37.7 
24.3 
3.0 
4.3 
3.0 
1.9 

6.7 
20.4 

- 
2.5 
2.8 

1.0 
2.0 
18.2 

- 

33.4 
10.4 
16.0 
5.9 
60.3 
29.2 
5.8 
30.6 
12.9 
21.2 

62.1 55.7 
47.9 42.9 
23.6 8.6 
33.9 26.1 
63.7 30.2 
77.6 54.6 

- - 
- - 
- - 

100.0 18.0 

39.9 17.5 
100.0 97.3 
100.0 27.2 
100.0 31.2 

97.2 89.2 
100.0 29.7 

93.5 21.7 
81.9 16.4 
100.0 79.3 

- - 

- - 

- - 

41.6 
82.3 

18.4 

62.2 

42.4 
78.0 
78.0 

- 
- 
- 

26.6 
41.0 

9.5 

40.5 

18.6 
24.3 
12.8 

- 
- 
- 

6.4 
5.0 
15.0 
7.8 
33.5 
23.0 
17.4 
28.8 

82.0 
51.0 
22.4 
2.7 
72.8 
68.8 
84.2 
8.0 
70.3 
57.6 
71.8 
65.5 
20.7 

- 

15.0 
41.3 
42.1 
8.9 
28.4 
21.8 
78.6 
23.7 
53.7 
65.3 

Note: Caiculations May not appear to add exactiy due to the presence of non-displayed decimals. 

Source: Fresh Fruit and Vegetable Profiles, the Tribunai, May 1991. 



APPENDIX 1 

MARKETINGCHANNELS 
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APPENDIX J 

ACTIVITY OF REGULATORY BOARDS FOR FIELD VEGETABLES BY PROVINCE r-- ~ 

h price; A l  - estabiiehes p r o c d  price; B - negoiiates p'oceseed @ce; C - reguiata 
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Il 1 
II ACTIVITY OF REGULATORY BOARDS FOR FRUIT CROPS BY PROVINCE 1 

II APPLES 1 
JUICE APPLES 

BLUEBERRIES 

CRANBERRIES 

GRAPES 

~~ 

Alberta 1 Sask. 1 Manitoba 1 Onîario 

LEGEND: A - esîablishes hpsh price; A l  - eshblishes p d  price; A2 - cornmittee negotiates fiwh price; B - negotirtes 
p r o c d  price; C - rogulates conditions of sale. 

II 
ACTIVITY OF REGULATORY BOARDS FOR FRUIT AND VEGETABLE CROP 

GROUPINGS BY PROVINCE Il 
~ BERRiES l I 1 

TREE FRUIT 

VEGETABLES 

VEGETABLES 
(PROCESSED) 

GREENHOUSE 
VEGETABLES 
- TOMATOES A 
- CUCUMBERS A 

ROOTCROPS 1 I 1 
LEGEND: A - esîablishes hpsh price; C - regulates conditions of sale. II 
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APPENDJX K , 

1 

COMMODITIES AND AMERICAN STATES INCLUJ3ED IN ANALYSIS OF 
GOVERNMENT INTERVENTIONS 

C A M E M I N Y N D O H  PA SC W A  "i 

Vegetables 

Potabes 

Muehrooms 

ïomatoes 

Sweet Corn 

carrots 

Onions 

Lettuce 

PeaS 
Beans 

Fruits 

APP'es 

Bluebemes 

Peaches 

Pal3 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

FED 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

LEGEND: 

CA = California 
ME = Maine 
MI = Michigan 
NY = New York 
ND = North Dakota 
OH = Ohio 

PA = Pennsylvania 
SC = South Carolina 
WA = Washington 
WI = Wisconsin 
FED = Federai Government 
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APPENDIX L 

COMPARISON OF CANADIAN AND U.S. TARIFF RATES 
MAJOR PRODUCTS - 1991 

CANADIAN RATES US.  RATES 

MFN - 

0.77% 

9.924, min 10% 
9.924, min 10% 

5.514 min 15% 

2214, min 15% 

3314 min 15% 

FREÉ 

FREÉ 

FREÉ 
4 . W  min 15% 

2214, min 10% 

1.14 

27FÉ min 15% 

4.414 min 15% 
FREÉ 

FREÉ 
4.414 min 10% 

1213a, min 15% 
FREE 
ll.O&, min 15% 

5.514 min 15% 

3.314, min 10% 
FREÉ 

FREE 

t& min 10% 

6.614, min 10% 
FREE 

2214 
10% 

6.614 min 125% 

4.41U, min 125% 
FREÉ 

MFN - 

0.774 

114, plus 25% 
NIA 

4.e  
3 . 3  
NIA 

25% 
NIA 
NIA 

6.& 
3.3u 
NIA 

1.14 
NIA 
N/A 

0.88I 
4 . k  

2% 
0.5% 

5% 
NIA 
NIA 

25% 
5% 
NIA 

25% 
NIA 
NIA 
NIA 

FREE 

1.7$ 
0.42 
NIA 

FREE 

1.41 or 212 $/m3 
FREE 

0 . k  
FREE 
NIA 

U.S. IMPORTS 

FRESH 
-ABLES 

Potatoes 
Mushmms 
-for processing 
Tomatoes 
-m 8e88on 
-out of season 
-for processing 
Corn (sweet) 
-in season (a) 
-out of season 
Cucumbers 
-in season 
-out of season 
-for processing 

carrots 
-in season (a) 
-out of season 

Lethice 
-in season (a) 
-out of season 
Celery 
-in season (a) 
-out of season 

F & P Z n  

%p;g 

out of season 

*ut of season 
.for processing 

Broccoli 
.in season 
.out of season 
.for processing 

0% 
6.k, min 7.0% 
6.k, min 7.0% 

0% 

7.7a, plus 17.5% 
NIA 

3.& min 10.5% 

13 ,  min 10.5% 
FRÉE 

2% min 10.5% 
FRÉE 

3.%.ÉEmin 10.5% 

i.%, min 7.0% 

.774 
NIA 
NIA 

0.74 
FREE 

1.94 min 10.5% 
FRÉE 

0.6% 
3.14 

3a min 10.5% 
F ~ E E  

3tdE;in 7.0% 

1.M 
0.3% 

8 . 4 ~  min 10.5% 

7.71, min 10.5% 
FRÉE 

10.5% 

23, min 7% 

PRESH 
mm 
4PPles 
;trawberlies 
in season 
o u t  of season 
for processing 
3luebemes 

in season 
out of season 
'aches 
in season 
out of season 
for processing 

;..p.. cab-) 

FREE 

4.e min 7.0% 

4.&, min 7.0% 

FREE 

FRÉE 

FREE 

1.1% 
0.m 
NIA 

FREE 

0.99 or 1.48 $/m3 
FREE 

1.% 
7.0% 

kiÉEmin 8.7% 

3, min 8.7% 

'ears 
in season 
out of season 

2.3a min 8.7% 
FRÉE 

3.314 min 125% 
FREÉ !i% 1.14 
. A'Z\fiL.i FREE 

% 3 W %  NIA 
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COMPARISON OF CANADIAN AND U.S. TARIFF RATES 
MAJOR PRODUCTS - 1991 

CANADUN RATES 

PROCESSED FRUITS AND 
VEGETABLES 

Canned Tomatoes 

Canned Tomato Paste 

Canned Mushrooms 

Pota toes, frozen 

Potato chips, flakes, frills 

Canned sweet corn 

Apple juice, concenîrated, for use in 
the manufacturr of apple juiœ 

Apple juiœ, concentrated or 
mnstituted 

Fmzen orange juiœ, unsweetened 
concentrate, for use in the 
manufacture of cihus fruit juices 

Frozen cirange juice 

kups 

9.5% 

95% 

14% 

7% 

7% 

8.7% 

7.7a, min 7% 

7% 

FREE 

21% 

8.7% 

MFN - 

13.6% 

13.6% 

20% 

10% 

10% 

125% 

llqn, min 10% 

10% 

FREE 

3% 

125% 

US. RATES 

CANADIAN 
;IMPORTS 

10.29% 

952% 

7.0% 

7% 

7% 

4.97u, plus 

8.75% 

FREE 

FREE 

6.4754/litre 

6.475dlih.e 

4.9% 

MFN 

14.7% 

13.6% 

7.lq plus 
10% 

10% 

10% 

125% 

FREE 

FREE 

9 . m h - e  

9.25aIlitl.e 

7% 

N/A= Not applicable. 
min= But not l e s  than. 
(a)= 

t: Cents per kilogram. 
I/L: Cents per liîre. 
vm3: Dollar per cubic mette. 

In Canada, subjed to 3.5% surcharge under CUSTA in 1991 and 5% surdiarge MFN when impocted in 
packages weighing l e s  than 227 kg. 
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