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FOREWORD

In 1968, the Economic Council of Canada commissioned
Dr. S. C. Hudson to conduct this Study of Future Market Outlets
for Canadian Wheat and Other Grains. The analysis was intended
to contribute both to the Council's forward look at the Canadian
economy in 1975, which was published in our Sixth Annual Review
in September 1969, and to an overall assessment of the position of
the agricultural economy in Canada which is greatly affected, and
often harshly affected, by the instability of export markets for
grain.

The preparation of a Study such as this constitutes an
enormous task, and one which would have been impossible to
undertake satisfactorily without information and assistance from
various governmental agencies. Helpful co-operation has in fact
been available to the author for many parts of his work. On behalf
of the Economic Council, I wish to express deep appreciation for
the co-operation provided in this way by the Departments of Agri-
culture, and Industry, Trade and Commerce, and by the Canadian
Wheat Board, and the Board of Grain Commissioners for Canada.

As is the usual practice with a study commissioned by the
Council, the contents are the responsibility of the author. Publi-
cation under our auspices means that the Council considers the
book to be a worthwhile contribution to public knowledge and:
understanding of key economic issues. Dr. Hudson has clearly
made an outstanding contribution to the achievement of these aims,

The present document is primarily devoted to an evaluation
of market outlets, which is an essential first ingredient in the
analysis of Canadian agricultural problems and prospects. In
addition to its internal research, the Couhcil has commissioned
another study in Canadian agricultural economics, which is ex-
pected to be published in the near future. This is a study by
Dr. W. J. Craddock, entitled "Interregional Competition and Sur-
plus Capacity in Canadian Cereal Production". Dr. Craddock
examines carefully the relative cost advantages of Canadian
regions in grain production, and land resources required at
various levels of market demand.

vii



We hope, especially in the light of the deeply troubled
position of western agriculture at the present time, that these
studies may help to provide a useful basis for sound policy deci-
sions on the part of public and private interests concerned with
the way in which the grain economy adjusts to its current prob-
lems. Good information is required for such decisions, and good
information should be supplied on a comprehensive and continuing
basis. The focus of this and other studies of the grain economy
under Council auspices has been an effort to place the relevant
economic facts in perspective. We are fully aware, of course,
that the problems are extremely complex, and that they have
many social as well as economic aspects. The Council does not
pretend to have easy or comprehensive solutions to these prob-
lems. But we do wish to make some constructive contribution to
their effective resolution.

Dr. Hudson is well qualified to conduct a thorough inves-
tigation of market outlets for Canadian wheat and other grains.He
served for more than 30 years as an agricultural economist in the
public service, and is now a private economic consultant. Among
other things, he served as Director-General of the Economics
Branch in the Department of Agriculture, and as Director of the
Agriculture and Fisheries Branch in Trade and Commerce. He
gained familiarity with development problems as a member of the
FAO staff in Egypt, and as head of development study missions to
Trinidad, Korea, and Jamaica. He has also served as Executive-
Secretary of the International Wheat Council, and as Vice-
Chairman, and Chairman of that organization. He participated in
the negotiations for two International Wheat Agreements, and has
served as Chairman of the Prices Review Committee of the Inter-
national Grains Arrangement,

Arthur J. R. Smith
Chairman
Economic Council of Canada

viii




PREFACE

This Study of future export and domestic market outlets
for wheat and other grains was undertaken under arrangements
with the Economic Council of Canada to provide an assessment of
medium-term demand for that important and highly variable sec-
tor represented by grain exports. The terms of reference for the
Study were:

{a) to review the current and prospective world import re-
quirements for wheat and other grains;

(b) to analyse the competitive position of Canadian wheat and
other grains in world markets;

{(c) to present export projections to 1975 for Canadian wheat
and other grains;

(d) to indicate future requirements for wheat and other grains
for domestic use; and

(e) to explore the policy implications arising from the findings
of the Study, particularly as they refer to resource use in
Western Canada,

The main emphasis in the Study is given to an examination
of future market outlets for wheat with a complementary but much
less complete analysis for coarse grains and oil seeds. It is
hoped that these two important commodity groups, together with
some of the special facets of the marketing of grains which did
not fall within the scope of this project, receive a detailed
examination in the near future.

The author acknowledges with thanks information and
assistance generously provided by officers of the International
Wheat Council, the Canadian Wheat Board, the Board of Grain
Commissioners for Canada, the Canada Department of Agriculture,
and particularly the Department of Industry, Trade and Commerce,
Special thanks are extended to Mlle Rachel Berthiaume and
Miss Lila Ferguson who served as the author's personal staff in
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connection with this Study and to Mrs. Bobbi Cain of the staff of
the Economic Council of Canada for her careful preparation of the
manuscript.

The author accepts full responsibility for conclusions pre-
sented in the Study which he hopes will serve as a useful back-
ground for farmers, policy makers and others in examining the
current and future position of wheat in Western Canada and the
adjustments required in the use of agricultural resources.

S. C. Hudson

January 1970




SUMMARY

The Canadian grain economy is deeply troubled by a sharp
reduction in export volume and prices of wheat, and a rapid accu-
mulation of stocks. Canadian exports of grains and related prod-
ucts rose to $1.4 billion during the 1960's, but fell drasticallyto
$0. 9 billion on average in 1968 and 1969, while the wheat carry-
over rose to a record 668 million bushels. This change from
buoyancy to financial stringency within two or three years has
drastic implications for many thousands of producers who are
most directly concerned, and for the prairie economy, the national
economy and the balance of payments.

In view of the seriousness of the situation, this Study of
market outlets was commissioned in 1968 by the Economic Council
to provide a realistic appraisal of future market prospects in
Canada and abroad for wheat and other grains, as part of the broad
projections of markets for all Canadian products to 1975, and as a
guide to policy decisions with respect to the marketing of our
grains and to adjustments in the use of resources in Canadian
agriculture,

In estimating probable future levels of trade in wheat and
coarse grains, use has been made of projections of the production
and consumption of grains to 1975 prepared by the Food and Agri-
culture Organization (FAQO), and the Organization for Economic
Co-operation and Development (OECD), based on the years
1961/1963., These projections provide an excellent starting point,
but they are supplemented in this Study by a careful examination
of policies and prospects in the principal importing countries
which are grouped according to economic criteria as developed
countries, developing countries and centrally planned (Communist)
countries.

Wheat

Production and Trade

Wheat accounts for 28 per cent of world cereal production,
as compared with 27 per cent for rice and 45 per cent for coarse
grains. About 20 per cent of the world output of wheat is exported
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Future Markets for Canadian Grains

as compared to 4 per cent for rice and 8 per cent for coarse
grains. World wheat production reached a peak level of about
318 million metric tons in 1968, 44 per cent higher than the five-
year average 1954/1958, An increasing production of wheatin
the traditional importing countries has resulted in a greater
degree of self-sufficiency and a decreasing proportion of the
world wheat production entering international trade channels,
Wheat production in the major exporting countries has grown
faster than market outlets, with the result that stocks have in-
creased from 43 to 62 million metric tons over the last crop year.

World trade in wheat and flour amounted to 45 million
metric tons in 1968 as compared with an average of 31 million
tons during the 1954/1958 period. However, trade in wheat was as
high as 62 million tons during the intervening period. Cmitting
the high years 1963, 1965 and 1966, the aggregate average annual
rate of growth in wheat exports was somewhat less than 4 per cent,

World trade in wheat is highly variable. Import require-
ments for wheat usually represent residual needs after taking
account of the volume and milling quality of the domestic crop in
individual countries. Variations in weather, technological develop-
ments at the farm level, and national policies have resulted in
large swings in cereal output and in the demand for imports. In
1963 for example, adverse weather, which resulted in a 30 per
cent decrease in the U, S. S. R. wheat crop, gave rise to an increase
in imports of wheat amounting to nine million tons or nearly 25 per
cent of world trade. In 1968 good weather, new wheat varieties,
and increased use of fertilizers raised average yields by 40 per
cent in India and 30 per cent in Pakistan, and reduced their import
requirements by over 50 per cent., The agricultural and trade
policies of big importers, such as the United Kingdom, the EEC
and Japan, are crucial to exporting countries. Also crucial is the
priority given by developing countries to creating their own viable
supply and the subsidies used by some large and wealthy countries
to enable them to export grain.

The World Wheat Market 1975

According to the FAO projections for 1975, wheat consump-
tion in the developed countries may be expected to increase 18 per
cent above the base period 1961/1963, while production will
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Summary

increase 34 per cent, For the developing countries, consumption
is projected to increase 50 per cent and production 35 to 85 per
cent, depending on rate of economic growth. For Communist
countries, consumption is projected to rise 27 per cent and pro-
duction 31 to 45 per cent. The implication of these projections is
for a decrease in net trade in wheat in both the developed coun-
tries and the Communist group. For the developing countries, the
projections suggest increased trade in wheat in the case of low
rates of growth and reduced trade if economic growth is high.
Changes in wheat production, consumption and trade, which have
occurred since the base period 1961/1963, have tended to confirm
these projections.

Governments in developed countries, which traditionally
have been the major importers of wheat, have embarked upon
policies of encouraging domestic wheat production either through
the price mechanism or through direct income support. As a
result, production has increased at a faster rate than consumption,
and imports have declined during the 1960's., The European Eco-
nomic Community has become self-sufficient in wheat, but has
maintained its imports by exporting increasing quantities surplus
to domestic needs by means of export subsidies. Although imports
of developed countries will vary according to the fluctuations in
the domestic crop, it may be expected that past trends will con-
tinue and that an increasing proportion of total consumption in
most developed countries will be from domestic production.

Japan is an exception among the developed countries in
that imports have been rising fairly steadily from 2.4 million
metric tons in the late 1950's to 4. 3 million metric tons in 1968,
Demand for imports on the part of Japan will probably offset the
decline in imports by other developed countries, including the
United Kingdom, with the result that by 1975 the developed coun-
tries, as a group, will continue to import 14-15 million metric
tons, about the same amount as they do now.

Imports by developing countries are more irregular than
those of the developed countries as the influence of crop failures,
particularly in India and Pakistan, has been an important deter-
minant of volume. As indicated in 1968, given favourable weather,
the use of improved high-yielding varieties and a greater quantity
of fertilizers will probably enable wheat production in developing
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Future Markets for Canadian Grains

countries to increase at a slightly faster rate than population. As
a result, the import requirements of these countries will, during
the 1970's at least, decline from the high level of recent years.
Although crop failures may be expected to occur spasmodically,
imports by the developing countries may be generally at the 20 to
25 million metric ton level by 1975,

In the Communist group of countries, import requirements
have grown rapidly during the 1960's with the emergence of
Mainland China as a major importer and a series of short crops
in the U.S.S.R. resulting in massive imports. Since 1966, the
U.S.S.R. has enjoyed bumper harvests and has reverted to her
traditional role as a wheat exporter. It may be expected that the
Soviet Government will seek to ensure that Russia remains a
wheat exporter and, unless there are severe crop failures, it is
unlikely that the U, S.,S.R, will be a major importer during the
1970's. The future requirements of Mainland China remain the
largest unknown element but, for the purpose of calculating total
world imports, are assumed to continue at current levels. Imports
of wheat by the Communist group will not likely exceed 9-10 mil-
lion tons by 1975.

Estimates of aggregate world imports of wheat in 1975,
based on projected consumption and production of wheat in import-
ing countries, suggest that the volume of international trade in
wheat may be between 44 and 51 million metric tons. This
represents a return to levels closer to those of earlier years,
which may be more representative of normal market demand than
conditions experienced during part of the intervening period.

The five principal wheat exporters, Argentina, Australia,
Canada, the United States and the EEC countries, produced
114 million metric tons of wheat in 1968, an increase of 35 per
cent over the average production during the 1958/1962 period.
Production in Australia more than doubled during this period. The
joint exports of the group, which averaged 35 million tons during
the 1958/1962 period, reached a peak of 57 million tons in the
1965 crop year but decreased to 37 million tons in 1968, On the
basis of accumulated stocks and 1969 production, the supplies
available for export and carryover in the 1969 crop year are esti-
mated at 110 million tons. Pending essential production adjust-
ments in exporting countries, competition in the export market
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Summary

for wheat will continue to be extremely keen, The competitive
situation has been accentuated during more recent years by in-
creasing exports of wheat from '"other countries', including the
U.S.S.R. and Eastern European countries, who are not members
of the current International Grains Arrangement.

Canada's Export Position

Canada's wheat export position has deteriorated from a
24 per cent share of the 54 million ton average wheat marketings
for the 1962/1966 period to a 19 per cent share of 45 million tons
marketed in 1968, An examination of Canada's competitive posi-
tion in 23 countries or groups of associated countries, which in
1967 accounted for more than 80 per cent of the total world
imports of wheat and provided more than 80 per cent of Canada's
export wheat market, indicates that Canada's share has been de-
clining in most markets.

An analysis of observations relating to the competitive
position of Canadian wheat in each of 23 selected wheat markets
suggests a variety of causes for the deterioration in Canada's
share of export markets. These include a lack of uniformity in
the protein content of Canadian wheat shipments; a lack of flexibi-
lity in pricing associated with selling on an f. o.b. basis at '"one
price to all customers'; insufficient effective market development
work; the indiscriminate use by some competitors of export
subsidies; and the adverse competitive effects of some U. S.
government-assisted export programs.

Estimates of the share of prospective export markets
which Canada may supply in 1975 are based on our examination of
Canada's competitive position in export markets, and on the
assumption that appropriate action will be taken to provide for a
modernized wheat grading system which includes protein as a
basic criterion, for a more flexible system of pricing, and for
more effective marketing research and development.

The greatest change in Canada's projected market for
wheat is in the centrally planned group whose imports are fore-
cast at 9,2 million tons as compared with an average of 16 mil-
lion tons for the five years 1963/1968; Canada's share will be
reduced from 49 to 24 per cent. Canada's projected exports to
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this group are 2,25 million tons (82.7 million bushels) as com-
pared with an average of 6.4 million tons (234. 9 million bushels)
during the 1964/1968 period.

The forecast of 23 million metric tons of imports of wheat
and flour into the developing countries in 1975 anticipates a slight
decrease in imports as a result of increased production in India
and Pakistan. A reduction in Canada's share in those markets to
4 per cent in 1975 from an average of 6 per cent during the last
five years is forecast on the basis of an anticipated reduction in
exports to India, who has been Canada's most important export
outlet in the developing countries. Canada's exports of wheat and
flour to these countries in 1975 are forecast at 1.1 million tons
(40 million bushels), a reduction of 20 per cent from the recent
five-year average. The projected reduction in Canada's exports
to the centrally planned countries emphasizes the renewed impor-
tance of her traditional markets in the developed countries in the
years ahead.

The imports of the developed countries are projected at
15. 3 million tons in 1975, 10 per cent higher than the average
imports for the five-year period 1963/1968. Canada's projected
exports to the developed countries are 6.5 million tons (239 mil-
lion bushels), compared with an average of 5.3 million tons
(195 million bushels) for the last five years.

This means that 66 per cent of Canada's wheat and flour
exports will be marketed in the developed countries, as compared
with an average of 47 per cent for the 1961/1966 period and 82 per
cent for 1956/1961. The forecast thus assumes that Canada can
capture and hold 40 per cent of this market: an assumption which
can be fulfilled only if all necessary steps are taken to maximize
Canada's competitiveness by improving the effectiveness of
grading and pricing, by reducing the cost of production and
transportation, and by giving greater attention to market develop-
ment. With an increase in the use of domestically produced soft
wheats in most of these countries, Canada's strong protein wheats
should have a competitive advantage for blending, providing
protein becomes a basic criterion in an amended grading system
for Canadian wheats.
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Combining the above economic groupings of countries, the
1975 forecast of world imports of wheat and flour amounts to
47 million metric tons as compared with average imports of
57.1 million tons for the five years 1963/1968. Canada's pro-
jected total exports of wheat and flour are 9. 85 million metric
tons (362 million bushels), representing a reduction of 25 per cent
when compared with the average for the most recent five years.

Domestic Utilization

During the 20-year period, an average of 154 million
bushels of wheat has been used domestically. Of this amount,
90 million bushels, or 58 per cent, have been used on farms for
seed and feeding livestock and 64 mi'lion bushels, or 42 per cent,
have been marketed through commercial channels for processing
into flour or other food products, for industrial use and for use
in the feed compounding industry.

Human consumption of wheat in 1975 is projected at about
68 million bushels, and the use of wheat for feed, which varies
widely from year to year, could amount to as much as 90 million
bushels. Allowing 42 million bushels to cover requirements for
seed and industrial uses, the total domestic use of wheat in 1975
may be as much as 200 million bushels.

Taking both domestic and export demand into account,

total utilization of wheat in Canada in 1975 may amount to about
562 million bushels.

Coarse Grains

Production and Trade

World coarse grain production has increased by 25 per
cent in the last 10 years and now totals over 500 million metric
tons, of which 48 per cent is corn and 23 per cent barley. Barley
production increased by 50 per cent in this period as compared
with 20 per cent for corn. However, because the increase in
barley production was concentrated mainly in importing countries,
the performance of corn in world trade has been much better than
that of barley.
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World trade in coarse grains, which amounted to 41 mil-
lion tons for 1967, more than doubled during the last decade. This
growth in trade in coarse grains is accounted for by threefold in-
creases in the importation of corn and sorghums, exported largely
from the United States. Trade in barley, which is the principal
coarse grain exported by Canada, remained relatively constant,
Barley now accounts for about 15 per cent of total world coarse
grain trade, The rapid increase in coarse grain trade is a re-
flection of the expansion in livestock feeding, particularly in
developed countries which account for nearly 90 per cent of world
imports. Coarse grain imports by developing countries also in-
creased to meet food as well as feed requirements. Despite the
sharp increase in world trade in coarse grains, it still represents
less than 8 per cent of total production. This is a reflection of
the ability of the principal coarse grain consuming countries to
produce their own requirements. Major coarse grain importers,
such as the United Kingdom and the European Economic Com-
munity, have emerged as significant exporters of barley.

As indicated by the FAO projections, in the developed
importing countries coarse grain consumption for 1975 will be 40
to 46 per cent higher than the 1961/1963 base period, and produc-
tion will rise 20 to 38 per cent. The GECD projections suggest a
somewhat smaller rate of increase in consumption and a more
rapid increase in production in the developed countries. For
developing countries, consumption is projected to increase 44 to
50 per cent, and production to rise 36 to 50 per cent, in terms of
1961/1963 levels. In the Communist group of countries, consump-
tion and production are both expected to increase 30 to 40 per cent,
respectively, under low and high rates of growth.

Translating projected consumption and production into
trade terms, imports of coarse grains in 1975 are unlikely to be
maintained at current levels but are projected at 26-27 millign
metric tons. With production in developing countries expected to
increase as rapidly as consumption, import requirements are
projected to be close to current levels, between three and six mil-
lion tons. The centrally planned economies are expected to be
able to maintain a close balance between domestic requirements
and domestic production of coarse grains, with imports of 1 to 2
million tons. Aggregate imports of coarse grains are therefore
projected at between 30 and 35 million tons by 1975, compared
with 41 million tons in 1967,
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Summary

Utilization

Total utilization of coarse grains in Canada reached a
peak of 849 million bushels in 1966 as compared with an average
of 717 million bushels for the five years, 1956 to 1960. About
90 per cent of the total volume of coarse grains is used dom-
estically. Some 50 per cent of the coarse grains in Canada is
oats, 95 per cent being used domestically. Barley makes up about
30 per cent of the total volume of coarse grains. About 70 per
cent of the barley is used domestically and 30 per cent goes into
export channels. Rye makes up only a very small proportion of
the total volume of coarse grains, but over 50 per cent is exported.
The proportion of corn in the total volume of coarse grains has
been increasing rapidly, and currently amounts to about 13 per
cent of the total. About one-third of the corn used is imported.

Canada has not been a strong competitor in the highly com-
petitive,coarse grains export market in recent years. Corn makes
up 62 per cent of the world's exports of coarse grains, as com-
pared with 16 per cent for sorghums and millet, and 16 per cent
for barley. Exports of corn, and sorghums and millet have in-
creased threefold during the past decade while those of barley
have remained relatively unchanged. The United States provides
56 per cent of the coarse grains exported. Exportsof Canadian
barley, the only coarse grain which Canada exports in quantity,
declined sharply from an average of 69 million bushels during the
1956/1960 period, but registered an encouraging increase during
the current year as a result of more competitive pricing. Exports
of Canadian barley may reach a level of 125 million bushels by
1975,

Slightly more than 2 per cent of the coarse grains used in
Canada is used for food. The coarse grains used as food are
primarily oats and corn. Seed and industrial use each account for
about 5 per cent, with livestock feed making up about 88 per cent
of the total domestic utilization of coarse grains.

The projected increases in the number of animals
slaughtered and the numbers on farms suggest increases in total
feed grain requirements by 1975 of 20 to 27 per cent depending on
the efficiency of feeding. In terms of all grains, the 1975 feed
requirement would be between 840 and 890 million bushels, an
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increase of 140 to 190 million bushels over the average for
1964/1966. Allowing for seed and industrial use, the total dom-
estic disappearance of coarse grains in 1975 should be between
900 and 950 million bushels.

Increased feed requirements to provide for Canada's in-
creased livestock population, together with the export potential
for barley, suggest outlets by 1975 for 1, 075 million bushels of
Canadian coarse grains.

Oilseeds

The demand for edible vegetable oils will continue to in-
crease, both in Canada and on a world basis. Although production
of vegetable oils is expected to keep pace with world demand,
indications are that Canada has a particular advantage as a pro-
ducer and exporter of rapeseed, of which it is the world's largest
exporter. Prospects are for Canadian rapeseed to provide an
increasing share of Canada's growing vegetable oil requirements
and also to increase exports, particularly in the Pacific area. If
expanded gradually, to avoid the accumulation of burdensome sur-
pluses, to provide time for further developmental work and for the
ironing out of marketing problems, a total of four million acres in
rapeseed may be anticipated by 1975,

Implications for Agricultural Adjustment

The principal implication of the reduced future market out-
lets for Canadian wheat is the need for adjustments in the use of
agricultural resources in Western Canada. The objective of such
adjustments should be to ensure that the use of resources, while
taking into account marketing opportunities, will maximize returns
to farmers on a continuing basis. The process of adjustment is not
easy. It involves important changes in the use of human as well
as physical resources; changes which may require the development
of new skills and which may vitally affect the life of the farm
family. It also involves changes in the structure of farms and in
capital requirements. The type of adjustments which are needed
in the present situation have serious regional implications, and
must be viewed in a regional perspective in the light of careful
study of the alternatives.




Summary

R educed market outlets for wheat suggest that, at average
yields, 23 million acres will be an adequate area to devote to
wheat in 1975. On the basis of an average of 29 million acres
seeded to wheat during the five years 1964 to 1968, it would be
necessary to divert six million acres to other crops by 1975. A
preliminary study indicates that by 1975 barley needed for export
markets and for our expanded livestock population will require
3.75 million acres additional land for the production of coarse
grains. In addition,a further 4.2 million acres will be required
for forage crops and pasture for our increased livestock popu-
lation. This, together with an estimated increase of 2. 5 million
acres in rapeseed, indicates, in a preliminary way, possible
alternative use opportunities for the agricultural land resources
in the Western Provinces.

Recommendations

Reduced export market outlets for Canadian wheat and
barliey have resulted from other countries' policies, which have
provided for increased self-sufficiency on the part of many tra-
ditional importing countries and the diversion of trade through the
use of export subsidies, as well as from the competitive short-
comings of Canadian wheat in world markets.

Continued bilateral efforts and action through appropriate
international organizations, although limited in effectiveness,
should be undertaken by the Government of Canada to achieve a
reduction in nontariff barriers to trade and particularly, to bring
the use of export subsidies within more reasonable limits. Where
necessary, to preserve Canada's share in traditional markets,
the Government should not hesitate to take retaliatory action.

To improve the effective competition of Canadian wheat in
existing markets, action is urgently required on many fronts.
Such action includes:

(2) Amendment of Canada's wheat grading system to include
protein and other technical criteria associated with baking
quality in order to maximize the competitiveness of
Canadian wheat from a quality standpoint;
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{b) Implementation of the findings of current studies of the
transportation, storage and handling of grains in Canada
with a view to developing a more efficient and lower cost
grain handling system,;

(c) Immediate arrangements for a study of Canadian wheat
pricing to be made by an outstanding, unbiased, inter-
national authority on the subject, as a basis for future
policy decisions;

(d) Provision for a greatly expanded market research and
development program; and

(e) Provision of expanded funds for a rational food aid effort,
making use of wheat in nutritional programs in developing
countries with a view to promoting improved nutrition,
together with the development of future markets.

In order that a recurrence of a similar situation be avoided
in the future, consideration should be given to instituting a com-
prehensive research and information program to be financed and
administered by producers, with matching funds being provided
by the Government,
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ONIC
PFAA
WGjpr A

UNRWA

USDA

LIST OF ABBREVIATIONS

Central American Common Market

Common Agricultural Policy (EEC)
Commodity Credit Corporation (United States)
Canada Department of Agriculture

Canadian Western Amber Durum

Canadian Wheat Eoard

European Agricultural Guidance and Guarantee
Fund (EEC)

Export Credits Insurance Corporation (Canada)

European Free Trade Association

Food and Agriculture Organization of the
United Nations

Fair average quality (Australia)

Foreign Agricultural Service (United States)

General Agreement on Tariffs and Trade
Gross Domestic Product
Federal Republic of Germany

International Grains Arrangement

National Technological Institute (Argentina)
International Wheat Agreement
International Wheat Council

New South Wales (Australia)

Organisation for Economic Co-operation and
Development

French National Cereals Office

Prairie Farm Assistance Administration
(Canada)

Units of Account

United Nations Relief and Works Agency for
Palestine Refugees in the Near East

United States Department of Agriculture
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Crop Year:

GENERAL NOTES

e.g. 1963 -- Covers for the Northern Hemi-
sphere, crops seeded in 1963 and, for the
Southern Hemisphere, crops seeded in 1963 and
harvested in late 1963 and early 1964, For trade
purposes, the year 1963 would indicate July 1,
1963 to June 30, 1964,

0Oil Equivalent (of QOilseeds) -- Ranges between 15 per cent
(sunflower) and 40 per cent (rapeseed) by weight.

Wheat Equivalent -- 1 metric ton = 51. 0 bushels or 1400 kg, of
wheat (based on 72 per cent extraction rate).

(S8l il
f. a. s.
f. 0. b.
Ao o

kg.
hectare
hl.

long ton
metric ton
short ton

T
n, a.

A blank

Cost, insurance, freight
Free alongside ship
Free on board

Free on rail

Kilogramme = 2, 2046 pounds

1 hectare = 2,4710 acres

hectoliter = 2, 7496 imperial bushels
2,240 pounds

2,204, 6 pounds

2, 000 pounds

Less than a thousand metric tons
Figure not available

Not applicable

Figure not significant, or negligible
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FUTURE MARKET OUTLETS FOR

CANADIAN WHEAT AND OTHER GRAINS



CHAPTER I

THE PLACE OF GRAINS IN THE CANADIAN ECONOMY

During the past three decades, Canada has changed from
what was essentially an agricultural country to an industrial coun-
try. Agriculture's contribution to the Gross Domestic Product
has dropped from 11 per cent to less than 5 per cent. However,
agriculture continues to make an important contribution to Canada's
economy. At the primary level, the industry provides employment
for more than half a million persons. Thousands of others are
engaged in transporting and transforming the raw farm products
into the food in the basket of the shopper. Thousands more are
employed in providing the goods and services used by farmers in
their production operations. The capital invested in farm real
estate, machinery and equipment, livestock and poultry, is esti-
mated at more than $22 billion.

As well as providing a large proportion of the food and
fibre for domestic consumption, Canada's agricultural industry
provides cereals and cereal products, oilseeds and oilseed prod-
ucts, seeds for sowing, livestock and livestock products for export
to more than 130 countries throughout the world. Sales of agri-
cultural products abroad are an important source of foreign cur-
rency to purchase foods and goods not produced in Canada. During
the 1950's and early 1960's, the value of agricultural products ex-
ported was about one-fifth of the value of all exports (Table I-1).
Agricultural exports which were at a record high value of about
$1.9 billion in 1966 declined in 1967 and 1968 to $1.5 and to
$1. 4 billion, respectively. Since exports of other commodities
continued to increase, the result was a decrease in agriculture's
proportion of total exports, to 13 per cent in 1967 and to less than
11 per cent in 1968.

Grains are important commodities in Canada's agricultural
industry and the revenue from their sale together with the various
types of service activities involved in their production and market-
ing make an important contribution to the economy of the nation.
More than 50 million acres are seeded to grains, including oilseed
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crops each year. About 90 per cent of this acreage is in the
Prairie Provinces of Alberta, Saskatchewan and Manitoba. Out of
a total of 276, 835 commercial farms in Canada in 1966, 71,413
were classed as specialty wheat farms and 29,742 were farms
specializing in small grains other than wheat.

During the past 35 years, Canada's farmers received be-
tween 22 and 38 per cent of their annual cash farm receipts from
the sale of grains. The highest proportion was in the early 1950's
and the lowest in the late 1950's and early 1960's. In more recent
years, grains accounted for about 28 per cent of total cash farm
receipts. Oilseed crops usually provide from 2 to 4 per cent of
total farm cash receipts. During the past decade, grains, includ-
ing oilseed crops, accounted for 25 to 30 per cent of farm cash
receipts. Since 1964, the total value of receipts from these com-
modities averaged $1. 2 billion annually (Table I-2).

Grains are important inputs of the livestock and poultry
industries. Large quantities of grain are fed on the farms where
grown, and are marketed through livestock and poultry and their
products each year. Large quantities are sold for feeding on other
farms, and large quantities are used by feed mills in the manufac-
ture of commercial livestock and poultry feeds. Estimates place
grain consumption by livestock and poultry at more than 700 mil-
lion bushels annually.

Grains and oilseeds are among the inputs of production of a
large number of secondary industries. Because of the complexities
of the interrelationships of the various industries, statistics are not
readily available to measure the total contribution of grains and
oilseeds to industrial activity in Canada. Three industries using
grain products -- feed manufacturers, bakeries and breweries --
ranked among the 40 leading manufacturing industries in Canadain
1966. There were 52 breweries, 860 feed manufacturers and
2, 363 bakeries. These three industries provided employment for
more than 52 thousand employees and paid salaries and wages of
more than $146 million. Flour mills and distilleries also use
grains as a main input of production. In 1965, there were 51 flour
mills and 22 distilleries in Canada. The flour mills provided
employment for about 2, 500 workers and paid salaries and wages
of more than $11 million. The distilleries employed about 2, 900
workers and paid salaries and wages of more than $16 million,
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Grains in the Canadian Economy

The provision of the industrial products and services used
by farmers in the production of grains provides employment for
large numbers of urban workers. Industries such as farm
machinery, petroleum products, rubber, fertilizer and chemicals
depend upon the farmers who produce grains and oilseeds for a
large part of their business.

Thousands of railway freight cars, ships and trucks are
used by a vast transportation system in moving grains to markets,
There are 5, 094 licensed grain elevators with a storage capacity
of 697.5 million bushels. Wheat alone made up 12.4 per cent of
the total tonnage through the St. Lawrence Seaway in 1967 (18.2 per
cent in 1966). An average of about 10 per cent of the total tonnage
hauled annually by Canadian railways is wheat.

Both the value and composition of Canada's agricultural
export trade have changed markedly since the Second World War,
The average annual value of Canada's agricultural exports during
the five years 1964 to 1968 was $1. 6 billion as compared with
$307 million for the five years 1935/1939 and $921 million for the
period 1954/1958 (Table I-3). While the exports of nearly all agri-
cultural products increased, the growth rate of exports of grains
and oilseeds and their products was higher than for most products.
Consequently, the proportion of the total agricultural exports
accounted for by grains and oilseeds and their products increased
from 61, during the prewar period, to 74 per cent. Livestock and
livestock products, on the other hand, decreased from 30 to 15 per
cent of total agricultural exports,

Exports of the different types of grain crops produced in
Canada vary considerably from year to year, and so too does pro-
duction. Normally between 50 and 75 per cent of the annual pro-
duction of wheat is exported. Exports take from a half to three-
quarters of the annual production of rye, flaxseed and rapeseed.
About one-fifth of the barley and a small quantity of oats are
exported, most of the production being used domestically for live-
stock feed.

During individual years of the 12-year period 1957 to 1968,
exports of grains and grain products made up from 57 to 72 per cent
of the annual exports of agricultural products and from 6 to 15 per
cent of the exports of all commodities. A record was set in 1966
when the total value of grain exports was $1.1 billion and that of
grain products was $85 million (Table I-4).

it
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Oilseeds and oilseed products have been exported in appre-
ciable quantities only since the late 1940's. The value of oilseed
exports averaged $71 million a year during 1957 to 1959 and
$101 million during 1966 to 1968. Exports of oilseed products
averaged $19 million and $26 million, respectively, for the above
periods. Exports of these commodities were at a peak in 1966,
when in aggregate they totalled $146 million.

In each of the years from 1963 to 1967, exports of grains
and oilseeds and their products totalled more than $1 billion.
Between 1957 and 1966, they accounted for 12 to 16 per cent of the
annual exports of all commodities, but dropped to 9.4 and 7. 0 per
cent respectively in 1967 and 1968,

The value of exports of agricultural products in 1967 was
$378. 5 million less than in 1966; $340. 9 million of the decrease
was because of reduced exports of grains and oilseeds. A further
decline in the value of agricultural exports again occurred in 1968
amounting to $87. 8 million. This decline was accounted for by a
further falling-off in exports of grains and oilseeds amounting to
$121, 5 million, part of which was balanced by an increase in
exports of other agricultural products.

Even though the value of exports of grains and oilseeds
have declined from the high levels of the mid-1960's, they are the
source of 66 per cent of the value of Canada's agricultural exports.
They are, therefore, still a very important earner of foreign
exchange and continue to play a key role in contributing to the
well-being of the national economy.
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CHAPTER II

WORLD PRODUCTION AND TRADE IN GRAINS

World production of cereals (including Mainland China),
which are the basic source of food, amounted to well over one billion
metric tons in 1968 (Table II-1). This may be compared with an
estimated world production of 650 million tons in 1950,l/ thus
representing an average yearly increase of about 4 per cent.
About 28 per cent of world grain production is accounted for by
wheat and 3 per cent by rye, about 27 per cent by rice and most of
the remaining 42 per cent by coarse grains. Of the coarse grains,
about 50 per cent is corn, 23 per cent barley, 15 per cent sorghums
and millet, and 10 per cent oats.

The geographic distribution of production of the different
cereals is dictated largely by climatic conditions although during
recent decades the plant breeder has done much to extend the
earlier production boundaries of each type of cereal. Generally
speaking, rye and oats belong to cooler climates. Barley and wheat
thrive in the temperate zones and the subtropics but not in tropical
climates. Corn and rice are found in the tropical, subtropic and
temperate zones, but not in the cooler rye-oats belt. Although
consumers in the different regions display strong preferences and
frequently offer resistance to changes in their staple cereal food,
the nonperishability of cereals and their consequent adaptabilityto
economical handling and shipping as well as their indirect con-
sumption as feed for livestock have stimulated their production on
a highly specialized basis in certain countries and their movement
in international trade. 2/

This development has occurred particularly in the case of
wheat, which as evidenced by the fact that 20 per cent of world
production is exported, has become the basic human food in most
areas of the world., However, a marked decline has occurred in
direct consumption of wheat per capita during four decades in 14

1/

—' Trends in Wheat Consumption, Secretariat Paper No. 4, IWC,
1964, p. 8.

2 pd, . . 6
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Future Markets for Canadian Grains

relatively high income countries of the main wheat-eating area.
On the other hand, direct consumption of wheat per capita has been
increasing rapidly in the less developed countries. 3/

While rye, which is the traditional bread grain in much of
Europe, is used in many areas of the world for the production of
bread and other foods as specialty items, it has tended even in
Europe to be displaced by wheat. The recent decline of rye in
favour of wheat is unlikely to have been a consequence of increased
incomes; it is probably more closely connected with the peculiarities
of rye flour which requires special skill in handling, but it con-
tinues a secular trend bound up with more general changes in the
way of life. 4/ Less than 2 per cent of the world rye production is
exported.

Rice is, in the main, produced in the subsistence farming
economies of the subtropics and tropics. The pattern of consump-
tion for rice differs from that of production much less than in the
case of wheat. Less than 4 per cent of the production of rice enters
into international trade.

Coarse grains, particularly corn and millet, continue to be
very important sources of carbohydrates in the human diet in many
of the more densely populated and less developed areas of the
world but these grains tend to be displaced by wheat or rice as in-
comes increase.5/ In recent years, the demand for coarse grains
for livestock feeding by the higher income developed countries has
risen very rapidly and has resulted in a new pattern of inter-
national trade in grains.

3 Dhid., pp; 38<45.

4
Y Ibid., p. 39, and N. Jasvey, Competition Among Grains, Food
Research Institute, Stanford University, 1940,

2/ mddl ; pp: 40-46.
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Future Markets for Canadian Grains

Wheat

World wheat production reached a peak level of about 328
million metric tons in 1968, some 48 per cent higher than the five-
year average 1954/1958 (Table 1I-2).

According to available statistics, wheat production in Main-
land China and in South America, other than Argentina, showed no
significant increase during this period. Otherwise, the increase
in production of wheat was widespread and fairly uniform on a wide
geographic basis. The greatest increase occurred in Australia
where production in the 1968 crop year was more than three times
the average for the period 1954 to 1958. Production in Asia and in
Eastern Europe increased by 60 per cent, while in the remaining
areas the rate of increase in production was generally similar to
the world average.

High variability of wheat production from year to year is a
characteristic of many wheat-producing countries. In the case of
wheat for milling, this variation in production may be accentuated
or moderated by differences in quality resulting from weather
conditions during growing or harvesting. In most importing coun-
tries, only moderate changes occur from year to year in the
acreage seeded to wheat. However, as a result of variable weather
conditions, the year-to-year variation in average yields is very
great and this accounts for most of the variation in production.
During the period 1957 to 1968, yields increased generally, but in
some countries the increase in yields was much greater than in
others as a result of technological developments. Increases in
yield of between 50 and 100 per cent occurred in some countries.
In India and Pakistan, for example, as a result of the introduction
of improved varieties of wheat together with favourable weather
conditions, average yields in 1968 were about 40 per cent and
30 per cent higher, respectively, than in 1967,

14
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Future Markets for Canadian Grains

To assist in the analysis of developments relating to pro-
duction and trade in wheat, the wheat importing countries have been
divided into three economic groups: developed countries, developing
countries and centrally planned (Communist) countries,2/ The
economically developed group of countries account for about 40 per
cent of the world production of wheat {Table II-3). They also
account for 25 to 30 per cent of world wheat imports and are the
source for nearly 90 per cent of world wheat exports. The cen-
trally planned (Communist) group of countries account for about
40 per cent of world wheat production and 20 to 30 per cent of
world wheat imports. Developing countries produce about 16 per
cent of world wheat production and in recent years account for
40 to 50 per cent of wheat imports. As compared with the five
years 1954 to 1958, production during the last three years 1966 to
1968 was 40 per cent higher in the developed countries and in the
centrally planned (Communist) group, and 33 per cent higher in
the developing countries. Within the economically developed group,
the major exporting countries increased production by 50 per cent
while in the traditional importing countries production increased

38 per cent.

5/ Developed importing countries include the United Kingdom, EEC,
the rest of Northwestern Europe, South Europe, Japan, South
Africa and New Zealand; developing countries include countries
of Latin America, Africa, the Near East and Far East, not
otherwise listed in other groups; centrally planned (Communist)
countries include U.S.S.R., Eastern Europe, Cuba, Mainland
China, North Korea and North Vietnam,
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Future Markets for Canadian Grains

The World Wheat Market

World trade in wheat as measured by aggregate world im-
ports of wheat and flour increased from an average of 30 million
metric tons during 1954/1958 to a high of almost 62 million tons
in 1965, following which it declined to less than 52 million tons in
1967 (Table II-4). Omitting the high years 1963, 1965 and 1966,
the aggregate average annual rate of growth in imports of wheat
and flour was somewhat less than 4 per cent, Trade statistics for
1968 exclude intra-EEC trade, and therefore are not comparable
with 1967 and earlier years.

Marked changes occurred in the world pattern of trade in
wheat during this period. Average imports of wheat and flour by
developed countries made up 64 per cent of the total wheat trade
during the period 1954 to 1958 but only 28 per cent in 1967. During
the same period the share of the market requirements going to
developing countries increased from 25 to 51 per cent and that of
centrally planned (Communist) countries from 11 to 21 per cent.

A detailed examination of changes in the demand pattern
for wheat and flour indicate that a characteristic of trade in wheat
during this period was a wide variation from year to year in
imports both for regions and for individual countries. An explana-
tion for such wide year-to-year variations in imports of wheat
may be found in the amount and quality of each year's wheat crop
in individual countries. Since most important wheat importing
countries are also substantial wheat producers, their imports
usually represent their residual requirements after taking domestic
production and the milling quality of the crop into account. In 1963,
for example, a 30 per cent decrease in the U.S. S.R. wheat crop
gave rise to an increase in imports of wheat amounting to nine mil-
lion tons.

Developed countries imported 14. 4 million metric tons of
wheat and flour in 1967, a reduction of 5.1 million tons as com-
pared with the average for the five-year period 1954 to 1958.
During the same period production of wheat in the developed
importing countries increased 15 million metric tons (Table II-3).
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Future Markets for Canadian Grains

The degree of self-sufficiency in wheat, which varies
markedly between individual countries, is often less likely to
reflect a country's technical and economic capacity to produce
wheat than its political capacity to provide national policies such
as import restrictions and domestic price and other production
subsidies, which serve as incentives to increase domestic wheat
production and also limit access of supplies from other countries.
The United Kingdom, the EEC countries and Japan together account
for almost 90 per cent of wheat imports of the developed group of
countries., Policy developments in such countries, therefore, have
a very significant impact on the international trade in grains.

Imports of wheat and flour by developing countries amounted
to 26.9 million tons in 1967, which more than doubled the average
imports for the five years 1954 to 1958, Of the wheat imports in
1967, about 58 per cent went to Asia, 20 per cent to Africa and
20 per cent to Latin America. Government-assistance programs
have been a major factor in the imports of wheat and flour by
developing countries. United States export programs accounted
for 70 to 80 per cent of the exports to Asia and 50 to 70 per cent
of the exports to Africa. Although government-assisted programs
have decreased in more recent years, it is likely that aid will
continue to be a major factor in shipments to developing countries,

In the centrally planned countries, imports of wheat and
flour in 1967 amounted to 10. 7 million tons. This was almost
three times the average imports by the group during the period
1954 to 1958 and equal to the average for the five years 1959 to
1963. However, it was only half of the record imports by this
group in 1963 and 1965, the years of the large Soviet purchases,

The past decade in the centrally planned countries has been
a period of important technical and economic adjustment in agri-
culture. Important developments have included the adoption of
modern production techniques, including mechanization and the
increased use of fertilizer and improved seeds. Many problems
relating to the operation of collective farms have been recognized
and corrected. These changes, together with favourable weather,
are reflected in increases in production in the order of 50 per cent
in the U.S.S.R. and many of the countries of Eastern Europe, in
decreased imports of wheat from sources outside the Soviet Bloc
and in the reappearance during the past year of U.S.S.R. and
Eastern European wheats in world markets.
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World Production and Trade in Grains

Coarse Grains

World production of coarse grains (excluding Mainland
China) reached a high point of 456 million metric tons in 1967 as
compared with averages of 368 million tons for the three years
1959/1961 (Table II-5).

Corn, which currently makes up 50 per cent of the pro-
duction of coarse grains, increased by 21 per cent. Barley, which
accounts for 23 per cent of the production of coarse grains, in-
creased 46 per cent, and millet and sorghums, making up 15 per
cent of the coarse grain supply, increased by 35 per cent. Oats
and mixed grains, which together account for 12 per cent of the
production of coarse grains, decreased slightly.

Reliable statistics on coarse grain production in Mainland
China are not available since 1956. On the basis of the five years
1952/1956, Mainland China accounted for 11 per cent of total world
coarse grain production. Chinese production of coarse grains was
made up of 38 per cent corn, 33 per cent millet and sorghums,
26 per cent barley and 3 per cent oats.Information is not avail-
able on the proportion of coarse grains used for human food and
feed for livestock. Since the consumption of livestock products is
probably very low, it may be assumed that the quantity of grains
used for livestock is very limited and that by far the greater part
of the production of coarse grains would be utilized for human food.

The geographic distribution of the world production of the
different coarse grains, excluding Mainland China, shows the
United States to be the principal coarse grain producing country,
accounting for more than one-third of the total production
(Table II-6).

The production of coarse grains in the United States has
increased by 50 per cent over the average for 1952/1956 and is
made up primarily by corn. Coarse grain production in Western
Europe, which also increased by over 50 per cent, makes up about
13 per cent of the total production. Barley is the principal coarse
grain in Western Europe, but corn production is increasing very
rapidly in some Western European countries. Canadian production
of coarse grains which makes up only about 3 per cent of the world
total and is composed primarily of barley and oats, showed no in-
crease over the 1952/1956 average.

21



S JeeqM DLAOM 843 3O TASY :901In0Q

*RUTY) PueRTUTRl DBurpnioxy (0

6°SSY 0°9S% 9°LEY v°00¥ 0°06¢ 6°L8¢€ €°98¢ 0°89¢ 12301
v*9 19 09 6°S 2°9 £°9 ¥°9 LS sSuTRId PaxTi
£°89 8704 ¥°s9 129 2°9S L°SS 8°€S 0°1S sumybros pue 38TTTR
¥-2s 8°8% 9° 9% 0S¥ L°2% 8 S¥ 9°8% L° €S s3eQ
¥°80T 1°T01 1°66 1°88 $°26 G°S8 Z2°¢8 8°0L £sT1Rg
b 022z 2°632 57022 €°66T b Z6T 9° %61 € %61 8°981 uz10)
8961 L96T 9961 G961 361 €961 2961 196176561

abeiaay

(Suo3 OTII8W UOTTTTH)

8961 QL 296T TYANNY ‘T96T/6S6T IOVIIAY
SNIVYD ISYY0O JO NOIIONQOAd ﬁavndmnz

S—II °19el

22



"IT0 4o ‘UCTienyig SUIwi9 DIIOM 94t JO MoTASy ‘auwoy ‘JOOqIws} uorjonpoid ‘Oyd :82Inog
‘po3jvuIls

pajewrlsy (N
[} 44 5°682 i 234 T1°09 0°69 2°%¢ $-z20T1 6°6S §°922 £°6eT1 aTIOM
9°2 2 8°1 21 - ol 8°0 (1)0°2 i g ®TURS9Q
1°6¢ 8°81 - - 9°12 (1)0°0T e 8°2 6701 :vo.o eITiFYy I3YI0
S°S e - - 20 Z2°0 - - €S 2°¢ ®OTIZY Y3Inog
veve 0°S1 == L v°1 il ¥°8T (1)0°'6 96 (1)0°9 RISy 18430
S°s2 8°02 - - 2°61 1°st - 8°2 €9 6°¢ ®IPUT
1741 111 == - e - €1 1 8°ST (T)0°01 eoTISWYy YInog ISYI0
S°6 A 4 (1)0°1 0°'T 6°1 0 o hd 9°9 £'8 BUTIUSOIY

L°€ 82 — - 3 (1)8°0 €°0 :v«..o 1°2 G BIE eoTI8UYy
Teljus)y pue YjIoN I8Y3iQo
8°8 0817 — e - — S = 88 L 2 0D IX8W
87881 0°S0T 711 9°6T1 v°61 S 4 0°8 1L 0°021 8'¢€L sajelg pajTuf
0°8T %21 L% v°9 = = ¥°S ¥°'S 6°T 9°0 epruR)y
2°6% S 1¢ S° 1T S* 1t :voé [ARN 9° %2 L6 16 69 ‘4sTsn
1°S2 6°LT 8% 2'S e =3 9°L L% L°21 0°8 adoany uiaisejy
L°82 9°GT 6°S Ly - Py T°€l £°9 L°6 9% adoang M I8Y3lQ
L°01 €S (S & L2 - = v°6 9°2 - P wopbuTy pajtun
9762 6°LT 0°9 8°L —-— = 6°ST 0°9 [AF) G2 §at1I3UNnod puy

LI6T 986T/2S6T1 L96T 9G61/2G86T L96T 956172561 4961 956172561 £96T 956172561
aberaay aberaay abviaAy abwlsAy sberaay
19307, S390 SUMYbI0og Xetaeg ux0)
pue 38TTIW

(Suo3 ©TI3sw WOTITTW)

496T TYANNY ‘9S6T/2S6T ASWUIAY
SATIINA JALOITIS ANY NOISFN A4 ‘NOLIONAONd

9-I1 919eg

*SNIVYO ISV OO

23



Future Markets for Canadian Grains

In the above group of developed countries which account for
50 per cent of the coarse grain production, coarse grains are used
primarily for livestock feeding.

Production of coarse grains in the U.S.S.R. and Eastern
European countries also increased 50 per cent over the average
for 1952/1956 and account for 17 per cent of total production.
Barley and corn are both important coarse grains in these coun-
tries where they are used primarily for livestock feeding but also
for human food.

In the developing group of countries, coarse grains are
used primarily for human food but their utilization in livestock
feeding is increasing rapidly. The principal coarse grains in this
group of tropical and subtropical countries are corn, and millet
and sorghums which are produced for domestic consumption.

World trade in coarse grains amounting to 41 million tons
in 1967 was more than double the 18 million tons for the five-year
average 1956/1960 and 50 per cent higher than the 1959 to 1963
average (Table II-7). This rapid growth in trade in coarse grains
is a reflection of the expansion in livestock feeding, particularly
in the economically developed countries which account for 87 per
cent of the import demand for coarse grains. This represents a
threefold increase in the imports of corn, and millet and sorghums
which make up about 65 and 15 per cent,respectively, of the aggre-
gate trade in coarse grains. The world trade in barley did not
share in this increase but remained relatively constant during this
period and accounts for 15 per cent of the imports of coarse grains.

Within the developed group of countries the EEC production
of coarse grains was 65 per cent higher in 1967 than the average
for the five years 1952 to 1956 (Table II-6). The 1967 imports of
coarse grains were 75 per cent higher than the average for the
period 1956 to 1960 (Table II-8). In this period EEC exports of
coarse grains almost quadrupled (Table II-9). Since 1963, the
EEC (France) has been the world's largest exporter of barley
(Table II-10). This has been accomplished through the subsidi-
zation of exports at a level which will ensure that EEC barley is
competitive. In this connection, the subsidy on EEC exports of
barley to Japan was as high as $1.23 per bushel during 1968;a
level considerably higher than the Canadian sale price for barley
at Pacific ports.

24




TITO "do ‘SOTIST19}0 opedl UTed) PLIOM :901nog

EAG2 44 2°1¥ STE€ 8°2¢ 9°82 062 ¥°02 T®30L
) 76 ) (384 ¥°e 8¢ z2'e £°2 sunybios pue 3TTIH
v'o gkig SHO) S0 9°0 LS OFT 80 oLy
£°1 €1 SHL URll 2T 1/t LA \ Lt s$3eQ
29 Z2'9 6819 29 93 Ly 1°L SH9 £oTIeg
1743 g°S2 S°se (AN 4 018 gL €791 $°6 uIcgH
L96T 9961 5961 961 £96T 2961 96T 096T7956T

abeiaay

(Suo3 oTI38W UOTTTIW)

L96T OL T96T TYANNY ‘096T/9S6T IOWIIAY
SNIVYD FSUVCD 40 SIIOIU JTIOM

=11 s1qel

215



"310 -do ‘SOTI5STJe3g opwi], UTeid PIIOM :8d1nog

‘BRON) PuR BUTY) PURTUTRR

()
*8961 Isqueodq ‘Z0Z-W SYd vasn ‘,393Iel uouwo) sYi ul sjusudolaasq uTeig, WOIJ (2)
*3A1 Hurtpniour (1)
€10’ 1% 669°2% £50° 1Y 899°2¢ 228°2¢ LL5°82 050’62 09€°02 TYIQL qTIQM
ST 90%°1 946 °1 %$9°1 061°2 $20°1 £L%’1 159 Te3og,
382 112 S6T ¥iv S00°1 o1% 8821 602 gySE2U30
0%8 S6T°T 08L°T 08T°1 S81°1 S19 s81 14737 waouaw muwywuu
§8TXIIUNCS psuue( T1e13U8)
1ST°% $£0°S $86°¢ 6L%°2 L¥%'2 929°¢ s0s°‘e gLL'T T°30],
0.6 [ 983 00T’ TCIT 0L == 9z (A eTpur
288°1 666°2 8851 L85 L6S L¥6 €94 (344 iseg Ieg
SL6 388 608 S6% 929 Se9 068 9T¥ iseg Ieay
eISY
s29 194 4] 919 8¥%9 5% $8%°1 £92 ®OTIJY
699 68¢ 26% 104 9.8 £6S L99 059 BOTIAWY UTIRT
LEL°SE 661°9¢ $60°S¢ S15°82 $81°82 926’92 2L0°%3 LE6LT Te30g
£66 L LA 202°S 801°S 89S°% 8%6°¢ L0v'¢ 7151 wede
Y44 %2 9%z $S¢ 20¢ 9sT S0% 9z9 sajelg pairup
618 0gs 158 25 8LS 8LL 984 9ge rpRURD
00L°92 8¥%9°L2 $60°62 619°22 L8627 %012 ¥L%°02 £9%°ST sdoiny *m TRIOING
$%S 685 08% g%¢ §2% §92 82z 8ET adoing Yinos IsYio
198°2 ¥60°¢ 9y1’e £56°1 610°2 1e8 %08 £€2 utedg
Y4284 LL6°2 sez’e 9682 68%°2 %62 182°2 ¥45°2 sdoang *M°N 18430
(868°2) (6£9°2) (608°2) (z0¢’2) (189°1) (611°1) (609°'T) (826 ) (3)°P®I} DII-vIjUL
€6L°%1 £98°91 816 LT $96°¢T 08%°¢1 62621 88221 698 foxcict
9.0°% Sz1'% 91e’% 0z6°’¢ ¥22’% 5.9’V L91’s 690'% wopBuUTY Pa3Tup
L9671 9961 G961 7961 €961 2961 1961 0961/9561
abwraay

(Suo3} o1Ijsw puesnoyy)

£96T QL T96T TYANNY ‘096T/9567 IOYIIAY
SHIYINAC 40 SONIJNOY¥D DIWONCOI OL :szb\mo ASAYQ0 JO SIIYOdWI

8-II 319elL

26




“F1o 'do ‘S0TISTI0IC 9pedil UreXd PrIoM :adanog

‘BUTYY PURTUTEK PuU® ¥'S’'S'N

(e)
“310 do ‘,3edvl uoumiop 8yl UT sjusudolsa’d ulels, wWoxj (2)
r8kx Hurtpniou
e
L12° 1% 088°2¥ L81°2% £89°%¢ 92z 'eg 24682 0962 229°02 TYIOL QTIOM
256 Y11 818 ST 1T 6661 9481 106°1T 676 230
z82 £1S £S¢ 359 vEe 36% 396 309 (¢)SI2U30
049 0€9 S9% 08L S90°T 088 556 12343 asdorny uiajseg
S8TIJUNOD pauue] Tel3us]
66€°¥ L08°¢ 981'% ¥86°2 0ge’e 228°2 796’1 1951 e300
Sie' 1 0%% 1 SEET S80°T 00T 1 068 0%z £8¢ ise3 14
0¢T %01 16€ 962 23S i42:] 147 1e¢ iseg Ieap
»ISY
SLy sy £9% 81s £L8 £¥8 0zL ehL ®OTIJy
61%°2 L8L°1 L50°2 $80°1 £28 SHT 89 8L eOTIaWY uT3Ie]
S8 TIJUNO UTAOTaA8(]
998°S¢ 085°LE €81°LE $82°0¢ L6%'82 ¥L0°S2 6SL°52 261’81 Te30]
0%¢c'¢ %359 7T1e Z0L RG24 0872 52T S8 BOTIFY Y3Inog
0se 206 132 95¢L (372 529 S01°1 048 RT{RIISTY
%92 °% £%S°9 66L°¢C 281°S S6L S 082°¢t £25°¢ 0v6°2 rUTIUSDTY
LL9°6T 99€ ‘02 96652 829°L1 G6L°ST L¥EST 656 %1 6696 sa3eig pa3jTupn
802°1 218’1 661°T 890°1 218’1 %L LS0°T Tl T wpeuR)
L00°L 002°L 2¥8°S 896 ‘% e ‘¥ ¥LL'T 986°¢ 162°2 adoing ‘M TeIOIANG
08 34 2 68 g% SZ YL STt adoing yjnog I8YiQ
089 916 £02 22 0L 86 9sT 98¢ ewTARTSODDY
818 86% £95 9Ts LO% (444 188 19¢ adoang M N I3Y30
(86£°2) (6€9°2) (608°2) (zoe“2) (189°T) (6T1°T) (609°T) (826 ) (z)2P®I3 DIF-eIIUI
$88°% £99°% 22¢°% 602 ‘% L28°¢ 6%6°T 81s°2 £92 1 033
vL8 801°T 089 21T €8 602 15¢ ZLT wopbuty pa3jtun
1961 9961 5961 $961 €961 Z961 T96T 096179561
abeiaay

(Suo} S1I38W PUBRSNOYE)

£96T QL T96T TYANNY ‘0967/9S6T IOVIIAY
STIYLNACO JO SONIdNCYS OIWONCOI WOoud :vmz:mo ISYYOO 40 SII0HXE

6-II 319e]

27




TIT10 ‘Ao ‘S50T3STIBJS Spely, Uiedd PIJIOM :90Inog

216’9 S62°9 9699 T9%‘9 ¥¥8°9 995 ‘% 9%T’L 09%’9 TYIOL QTIOM
621 82% 122 69¢ 62% ¥62 e1L 0719 BTTRI}STY
& b4 LT 2 £e = = as BISTUNY,
- — S 91 j49¢ STT = £8 0020I0K
= 0¢ = 06 L61 9L = 9L B1I8bTy
0T 0% 0zZ1 STT 09¢ 002 S ¥22 BOTIZY
99 2 202 181 457 168 40T e¥T RIIAG
81 69 14 €S 9z 621 SR 138 bear
00T S8 00¢ 0Lz 025 049 09% L9¢ eIsy
¥ST ZS SPT 9¥b¥ 20¢ 0S £12 ¥9¢ eutjuabiry
£%9 £€6 8191 892’1 99% ‘1 $0% ‘1T L8L°T 6L6°T saielg paiTun
T10°1T 266 904 £2L 488 822 868 Li8°T epeueR)
08 o€ 081 592 0¢ 00T So¥ 992 *g'stsn
S8 0L 00T 08 06 08 s9 2L adoing urajseg
8¢e1 ¥8 88 621 80T 0s LR 82 uspemg
291 744 082 444 = o STT 181 JqIeuuaq
S6L 80T'T 8L9 SH1 - $8T 5¢ %21 wopbuTy pPajTun
921 18T 491 9T $ST ¥81 022 2L spueTIay3lay
81 0z g€ £¥ 0¢ 1¢ 20T LT *ytd ‘Aueurag
L68°2 L88°T 668°1 0¥%2°‘z $s2°2 LLe T99°1 T8¢ aoup1g
918°2 190°2 101’2 6S¥’2 892 ¥0z2°1 0661 £¢8 sat1Ijunod HI3
00T’% s09°¢ 0%z ‘s 826°2 09L°2 009’1 009°2 $0Z2°1 adoing uxaisap
7961 9361 G961 ¥961 £961 2961 T961 0961/9%61

afelaay

(Suc3l oT13eW puesnoyy,)

L96T QL T96T TYANNY ‘0961/9S6T IOVIIAY
SITYINGQD ONIIIOIXT TYAIONIEd Ad AITdVE 40 SIIOIXI

0T-II 3T19eL

28




World Production and Trade in Grains

As a result of the expansion in livestock feeding from an
average of four million tons during the 1956 to 1960 period, United
Kingdom imports of coarse grains increased to five million tons
in 1961, but by 1967 had fallen back to the four million ton level.
With attractive production subsidies, domestic productiaon of barley
increased from an average of 2.6 million tons for the period
1952/1956 to 9.4 million tons in 1967. This increased production
not only resulted in a falling-off of imports of coarse grains into
the United Kingdom but in 1966 the United Kingdom was the second
largest exporter of barley, surpassed only by EEC (Table II-10).

Although making up only 10 per cent of the world trade in
coarse grains, the imports of coarse grains by developing coun-
tries more than doubled between 1956/1960 and 1967 (Table II-8).
Increases in imports of coarse grains which occurred particularly
in Africa and Asia were accompanied by sharp increases also in
domestic production of coarse grains.

Those centrally planned countries which are particularly
well-adapted to the production of coarse grains have sharply in-
creased production of barley and corn. Imports and exports of
coarse grains have been largely between members of the Com-
munist Bloc. Imports increased generally but varied from year
to year. They were particularly high in 1963 and 1965 but much
lower in 1967,
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CHAPTER III
PROJECTIONS FOR THE CONSUMPTION AND PRODUCTION

OF GRAINS TO 1975

A number of comprehensive sets of projections are avail-
able covering consumption and production, and showing the resul-
tant net trade balance for some of the principal agricultural com-
modities to 1970, 1975, 1980 and 1985 for varying periods and
areas. Those prepared by FAO during 1966 and 1967 are on a
world basis covering both production and consumption to 1975, and
consumption alone to 1985, 1/ Projections included in "The World
Food Problem!', a report of the President's Science Advisory Com-
mittee, which are also on a world basis, are to 1970 generally,
and to 1980 for a more restricted group of commodities, notably
grains._z_/ A more recent U.S. study looks ahead to 1980 at the
world food situation as reflected in the projected supply of and the
demand for grains in aggregate terms. 3/ The Secretariat of
OECD, on instructions from the OECD Committee for Agriculture,
prepared projections covering the OECD area and Oceania to 1975
and 1985.%/ A report prepared by das Institut fiir Weltwirtschaft
an der Universitit, Kiel, for the OECD, analyses the international
markets for wheat and feed grains of the most important countries
and regions of the world to 1975._5./ Two Ph, D. theses prepared

1/ Agricultural Commodities - Projections for 1975 and 1985,
Vol. I, FAO, Rome, 1967,

2/ The World Food Problem, a report of the President's Science
Advisory Committee, Vol. II, The White House, Washington,
1967.

3/ Martin E. Abel and Anthony S. Rojko, World Food Situation,
Economic Research Service, USDA, Foreign Agricultural Eco-
nomic Report No. 35, 1967.

Agricultural Projections for 1975 and 1985 (Europe-North
America-Japan, Oceania), Production and Consumption of Major
Foodstuffs, OECD, Paris, 1968.

3/ Lage and Tendenzen der Weltmarkte der wichtigsten Agrarer-
zeugnisse -- Getreide, Hausmitteilungen tber Landwirtschaft,
Kommission der Europiischen Gemeinschaften, Brussels, 1968.
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Future Markets for Canadian Grains

by Canadians at the University of Wisconsin are important

scholarly contributions in this area. One of these is an analysis
of the world wheat economy in 1980 and the other an analysis of
the international trade in feed grains in 1980. 6/7/ Another thesis
study carried out at the University of Saskatchewan is also a use-
ful contribution to the study of future export outlets for Canadian
gra'ms.ﬁ/ A recent comprehensive study in this area entitled,
"Marketing of Canadian Wheat; an Economic Analysis with Pro-
jections for 1975 and 1980", by N. Bruce Huff, is a particularly
useful contribution. 9/

For constructing an economic model designed to analyse
long-term trends in demand, supply and international trade, it is
generally assumed that certain basic factors will either remain
unchanged, or that they will only change in certain defined ways.

In demand projections these basic assumptions relate pri-
marily to rates of population growth, to rates of increase in total
income and in income per capita, to prices and to income elasti-
cities of demand. The FAO projections, which are the most com-
prehensive, make use of both high and low growth rates for Gross
Domestic Product (GDP) for the decades 1965/75 and 1975/85 in
the light of past trends and express them as compound annual rates
of increase at constant prices. In the projection of food demand,
use was made of standardized food balance sheets and allowance
was made for the way in which demand changes with increases in
income. Projections of demand for nonfood commodities were
based on a consideration of the principal factors governing demand

6/ Andrew Schmitz, An Economic Analysis of the World Wheat
Economy in 1980, Ph. D. Thesis, University of Wisconsin, 1968,

) Harold F. Bjarnason, An Economic Analysis of 1980 International

Trade in Feed Grains, Ph. D. Thesis, University of Wisconsin,

1968.

8/ Garry Storey, Long-range Prospects for Canadian Wheat Mar-

kets, Master's Thesis, University of Saskatchewan, 1967.
I

=" N. Bruce Huff, '"Marketing of Canadian Wheat; an Economic
Analysis with Projections for 1975 and 1980", Department of
Agricultural Economics, Michigan State University, East
Lansing, 1969,

32




Consumption and Production -- 1975

for each end-use. Since most of the basic factors associated with
demand projections lend themselves to statistical measurement
with a reasonable degree of accuracy, the estimates of future
consumption of grains included in these projections are accepted
for purposes of this study.

The projection of agricultural production, however, raises
more complex problems than that of demand. It cannot be assumed
with validity that the impact on production of agricultural and
commercial policies and agricultural technology will continue un-
changed. The consequences of even moderate changes in price
relationships or in weather may be very far-reaching in terms of
production. Mechanical extrapolation based on assumed constants
may, therefore, give misleading results and must be checked
country by country, making adjustments as necessary on the basis
of subjective judgment for changes in prices and in policies and in
technological and structural developments.

While for the base periods used the balances between con-
sumption and production represent the actual volume of net imports
and exports, the differences between projected consumption and
production are not projections of net trade but are an indication of
the potential gaps which might develop by the year of the projec-
tions on the basis of the underlying assumptions. There is a
definite tendency for a statement based on ''net imports and
exports' to underestimate trade, since many countries export one
type of wheat or coarse grain and import other types. However,
trade balances are a very useful guide for assessing future trade
developments, particularly where used on a country by country
basis.

Wheat

Since most of the world trade in wheat takes place between
a large number of importing countries, and a small group of
exporting countries, in this study projections of future trade in
wheat are based on the anticipated consumption and production of
wheat in countries that import wheat. To facilitate the analysis
of projections covering the consumption and production of wheat
and their implications for international trade, the wheat importing
countries have been divided into three economic groups: developed
countries, developing countries and centrally planned (Communist)
countries,
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Future Markets for Canadian Grains

Taking into account all groups of countries which have been
importers of wheat, the FAO projections to 1975 forecast an over-
all increase in wheat consumption of about 28 per cent over the
1961/1963 base period. Domestic production which provides
80 per cent of consumption requirements, was forecast to increase
30 per cent by 1975, in the event of a low rate of economic growth,
and 45 per cent with a high growth rate. The aggregate net balance
between consumption and production in 1975 was estimated at
40 million metric tons for the low level of growth assumption and
20 million metric tons with high economic growth (Table III-1).

Since the projected rate of increase in consumption and
production varies widely both between and within economic group-
ings, estimates of future patterns of trade must be based on an
examination of regions or individual countries within each group.
According to the FAO projections, developed importing countries,
on the average, show an increase by 1975 of about 18 per cent in
consumption of wheat and 34 per cent in production, The OECD
projections which cover the OECD countries have been prepared
independently but on a similar basis to the FAO projections
(Table III-2). The projections covering bread grains, including
both wheat and rye, are in general agreement with those prepared
by the FAO. A smaller growth in both consumption and production
of wheat for this group of countries is indicated by the OECD pro-
jections which show an increase of only 7 per cent in consumption
and 17 per cent in production. The implications for the export of
wheat of this move towards greater self-sufficiency in wheat on
the part of developed importing countries have been modified by
an increase in the use of indigenous wheat for livestock feeding.
In this connection the OECD projections show an increase of only
3 per cent in the use of wheat for food as compared to a 40 per
cent increase in the use of wheat in livestock feeding.

For the United Kingdom, the 1975 projections show only a
slight increase in wheat consumption and an increase in the pro-
duction of wheat in the order of 2. 3 million tons or 74 per cent by
)75

Projections for the EEC show little or no change in the
aggregate consumption or utilization of wheat to 1975 but an in-
crease in production of about 10 per cent. Some falling-off of
human consumption is forecast, accompanied by a compensating
increase in use of wheat for feed.
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Consumption and Production -- 197§

Projections for other countries of Northwest Europe show
little change in either consumption or production to 1975.

Projections for South European countries indicate an in-
crease in production of wheat by 1975 amounting to about 30 per
cent and a balancing of production with the wheat requirements
for food.

Projections for Japan show a more than 50 per cent in-
crease in consumption and some falling-off in domestic production
of wheat by 1975.

The implications of the FAO and OECD projections of con-
sumption and production for the trade in wheat by the developed
importing countries by 1975 suggest a narrowing of the aggregate
trade gap.

Projections for the developing countries indicate a 50 per
cent increase in consumption of wheat by 1975, while increases in
production are forecast at 35 and 85 per cent, respectively, for
low and high economic growth assumptions. This would imply a
widening of the trade gap for wheat by 1975, particularly in the
case of low growth rates.

Projections for the centrally planned countries indicate
that wheat consumption will be 27 per cent greater by 1975 than
in the base period 1961/1963, and that production will increase
31 per cent with low economic growth rates and 45 per cent with
high rates of growth. Projections indicate that production in the
U. S. S. R. will slightly exceed domestic wheat requirements. Pro-
duction in the Eastern European countries is projected to increase
by about 27 per cent as compared with 13 per cent for consumption,

Projections for Mainland China are made difficult by the
scarcity of reliable statistical data. The FAO projections for
wheat forecast an increase of 50 per cent in production by 1975
and an increase of about 45 per cent in consumption.

An examination of actual developments in production,
imports, exports and domestic utilization of wheat in the three
years 1965/1967 (Table III-3)as compared with the base period of
1961/1963, which was used in the projections for the production
and consumption of wheat to 1975 (Table III-1), provides a useful
check on these projections.
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Future Markets for Canadian Grains

Table ITI-3

WORLD PRODUCTION, TRADE AND UTILIZATION OF WHEAT
BY EQONQMIC GROUPINGS OF QOUNTRIES
AVERAGE 1965/1967

(Thousand metric tons)

Produc~ Utili-
tion Imports Exports zation(l)
Importing countriesg
Developed
United Kingdom 3,882 4,306 15 8,173
BEC 29,318 4,611 5,541 28,388
Other West and
South Europe 24,830 2,755 890 26,695
Japan 1,094 3,947 111 4,930
New Zealand 339 99 - 438
South Africa 760 353 - 1,113
Total 60,223 16,071 6,557 69,737
Developing
Latin America 4,138 6,090 328 9,900
Africa 4,787 5,574 116 10, 245
Asia 24,969 14,090 163 38,896
Total 33,894 25,754 607 59,041
Centrally planned
U.S.S.R. 79,100 5,135 3,804 80,431
Eastern Europe 19,193 4,904 1,100 22,997
Mainland China 21,533 5,202 - 26,735
Total 119,826 15,241 4,904 130,163
Total, Importing countries 213,943 57,066 12,068 258,941
Exporting countries
Argentina 6,740 - 4,215 2,615
Australia 8,941 — 6,559 2,382
Canada 18,927 - 12,859 6,068
United States 37,636 24 21,289 16,371
Others 359 108 e 467
Total, Exporting countries 72,603 132 44,832 27,903
WORLD TOTAL 286,546 57,198 56,900 286, 844

(1)

Includes changes in stocks.

Source: World Wheat Statistics, op. cit.
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Consumption and Production -- 1975

For the developed importing countries, as a group, one-
half of the increase in production and consumption covered by the
1975 projection was included in the 1965/1967 average which is
roughly one-third of the time period covered by the projections.
For each of the countries and regions listed in the developed coun-
tries group, the trend indicated in the projection was followed.
The smallest adjustment had occurred in the EEC countries and
the largest in Western Europe, excluding the United Kingdom and
the EEC, and Southern Europe, which by 1967 had already exceeded
the projected levels of production and consumption,

The overall growth in wheat production and consumption
between the 1961/1963 base period and 1965/1967 in the developing
countries group confirmed, in general terms, the trend indicated
by the 1975 projection. Within the group, the actual growth in the
Latin American countries was somewhat less than the projected
rate. The growth for Asian regions approximated that for the
developing countries as a group, while the growth rate in Africa
exceeded the projections for 1975.

Within the centrally planned countries, the growth of pro-
duction and consumption of wheat in Mainland China was generally
in keeping with the projected rates of increase but growth in both
the U.S.S.R. and Eastern Europe during the first third of the
period covered by the projections surpassed the 1975 projected
target.

Coarse Grains

The FAO projections for coarse grains to 1975 for the three
economic groups -- developed, developing and centrally planned
importing countries -- are presented in Table III-4, For importing
countries on a world basis, consumption of coarse grains in the
base period 1961/1963 averaged 326 million metric tons, while
production averaged 305 million metric tons. The net imports of
coarse grains were about 21 million tons. For these importing
countries, the FAO projections for 1975 indicate an increase in
consumption of coarse grains over that of the base period
1961/1963 of 37 per cent to 450 million metric tons in the event of
low economic growth and an increase of 42 per cent to 463 million
tons with a high growth rate. Projections for domestic production
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of coarse grains forecast slightly lower rates of increase in the
aggregate production of coarse grains in those countries to
411 million and 435 million metric tons, respectively, with low or
high rates of economic growth.

As for wheat, developments with respect to the consump-
tion and production of coarse grains vary widely between economic
groups of countries, between regions and between individual coun-
tries. In the developed group of importing countries, consumption
of coarse grains totalled 90 million metric tons on the average for
the three years 1961/1963, while production amounted to 70 mil-
lion tons. The net imports for this period averaged 20 million tons.
The FAO 1975 projection indicates that in the developed group of
countries, consumption will increase by 40 per cent to 126 million
tons on the low growth assumption and by 46 per cent to 132 million
tons with a high growth rate. The comparable projections for pro-
duction indicate increases of 36 to 38 per cent to 95 and 97 million
metric tons, respectively, with low and high economic growth rates.
These projections would suggest a higher aggregate trade gap by
1975,

The OECD 1975 projections for the developed countries
indicate a somewhat smaller rate of increase in consumption of
coarse grains and a more rapid increase in production (Table III-5)
As a consequence, most of the increased requirements for coarse
grains would be provided by greater domestic production and
import needs would remain at about 20 million tons. Japan is the
notable exception to the tendency towards an increasing proportion
of coarse grain requirements being provided from domestic pro-
duction indicated in the OECD projection,

The FAO projections for the developing group of countries
forecast an overall increase in consumption of coarse grains by
1975 of 44 per cent and 50 per cent, respectively, with low and
high economic growth rates. Production of coarse grains was
projected to increase 36 and 50 per cent, respectively, according
to rates of growth. For the base period 1961/1963, total consump-
tion of coarse grains was approximately equal to production. The
FAO projection based on low economic growth suggests a net deficit
in production in relation to consumption of about 8.5 million metric
tons by 1975. This deficit would occur in Africa and the Far East.
With a high rate of growth, the projection indicates that total pro-
duction and consumption would be approximately in balance in all

areas,
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Consumption and Production -- 1975

For the centrally planned group of countries, total con-
sumption and demand are shown to be in approximate balance for
1961/1963. The 1975 projection indicates a 30 per cent increase
in consumption and production under low rates of growth and a
40 per cent increase if growth is more rapid. Since these coun-
tries are large producers and the projected percentage increases
are equal for both consumption and production, there is no basis
for anticipating the development of trade in coarse grains with
this group of countries.
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CHAPTER IV

PROJECTED TRADE IN WHEAT AND COARSE GRAINS

Part of the basic assumptions in the FAO study of Agricul-
tural Projections in constructing their economic model designed to
analyse long-term trends in demand, supply and international trade
is that national agricultural and commercial policies, technological
factors and price relationships remain unchanged. Reference
has already been made to the validity of such assumptions, parti-
cularly in relation to supply projections. The development of
national agricultural and commercial policies, which are designed
to encourage domestic production by restricting imports or by
providing a competitive advantage in international trade by means
of export subsidies or concessional payment arrangements, for
instance, may have a direct impact on both current and future
trade. Technological developments and changes in price relation-
ships may similarly change established trends in consumption,
production and trade, and in the relative competitive position of
different suppliers.

This short review of current policies and developments
related to grains for selected wheat and coarse grain importing
countries in the developed, developing and centrally planned
groupings is presented as a basis for the rationalization of the
implications of such developments on future production and trade.

Developed Countries

Policies relating to price supports, import controls or ex-
port subsidies and technological developments affecting production
can be particularly significant in the developed countries, both
individually and as a group, in their effects on production and on
imports of grains.

-l'/Agricultural Commodities -- Projections for 1975 and 1985,
op. cit., p. 5.
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United Kingdom

Grains are the most important tillage crop in the United
Kingdom in terms both of acreage and value of output. As a result
of government agricultural policies, grain production has expanded
rapidly in recent years due to increases in acreage and yield per
acre, and has provided for a large increase in the output of the
livestock sector, while at the same time avoiding an increase in
imports of livestock feeds.

Following 1953, with the freeing of trade in wheat, the
method of implementing guaranteed prices to U.K. cereal
producers was changed to an open-ended deficiency pay-
ments system. Deficiency payments were made to farmers on an
unlimited quantity of millable wheat marketed, at a rate equal to
the difference between the guaranteed price, adjusted according
to the seasonal scale, and the average market price.

For wheat and rye, which are grown primarily for sale,
payments were based on tonnage sold; for barley and oats, which
are produced for feeding, payments were on the basis of acreage
grown. Differentials to encourage wheat production as compared
with barley were gradually reduced and made to favour feed grains.
Reduced wheat guarantees together with higher guarantees for
barley, new barley varieties and new techniques of production
resulted in a marked expansion of barley production. Between
1955 and 1960, the subsidy on barley increased from £10.4 million
to £33, 6 while the wheat subsidy remained at between £18 and
£20 million. The increased domestic production of barley caused
prices of grains to fall to unusually low levels, with the result
that by 1963 the total cost to the Treasury of support for
cereals amounted to about £80 million,

With the object of limiting the government liability for such
subsidy payments and to obtain greater stability in the domestic
wheat market, the U, K, government introduced a system of mini~
mum prices for imported cereals combined with the 'standard
quantity" concept for domestic production. In order to implement
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Projected Trade in Wheat and Coarse Grains

the proposed minimum import price scheme, the U,K. government
entered into bilateral agreements with the principal cereal supply-
ing countries.2

The measures, which were designed to bring about adjust-
ments in domestic production as well as to restrain financial
assistance, had two main features -- standard quantities and target
indicator prices. The standard quantities were intended to reflect
the levels of production of wheat and barley, which were considered
to be in the national interest and consistent with the objective of a
fair and reasonable balance between domestic production and im-
ports. Target indicator prices were the minimum average market
prices which home-grown wheat and barley should realize if
standard quantities were not exceeded, and they were related to
the minimum import prices for these grains. Production in excess
of the standard quantity would not qualify for guaranteed prices,
and this in effect would mean an automatic reduction of the guaran-
tee per unit over the whole of production. The amount of the defi-
ciency payment depended on the relationship between the average
market price and the target indicator price. If production were in
excess of the standard quantity and the average market price were
less than the target indicator price, the latter would be used in the
calculation of the deficiency payment which would be reduced
accordingly. In the converse situation, if production were less
than the standard quantity and at the same time the average market
price were above the target indicator price, producers would re-
ceive a slightly higher deficiency payment. Between 1964 and
1968, the guaranteed prices and the standard quantity for wheat
and barley were adjusted periodically, until in the 1968 Annual
Price Review the standard quantity for wheat was abolished while
that for barley was raised to 8.6 million tons.

To complement the arrangements for domestic production,
provision was made for a system of minimum import prices for
the different types of wheat and coarse grains. Following adjust-
ment for devaluation on August 1, 1968, these prices ranged from

-Z-/Co-operating countries in the U.K. system of minimum Import
Prices and Levies included Canada, Australia, Argentina,
U..S.A., South Africa, Cyprus, Ireland, France, Sweden, India,
Tanzania, Kenya, Malawi, Zambia, the Netherlands, Syria,
Finland, Denmark, Belgium, Luxembourg, Iraq and Rumania.
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£22/19/0 per long ton (per metric ton) for denatured wheat to
£30/0/0 for Canadian Mapitoba No.I. Minimum prices for barley
and oats are £21/19/0.-3-

Minimum import prices were enforced by levies of two
types. In the case of countries which signed agreements to co-
operate on the observance of the minimum import prices, a
"country" levy might be imposed which would be based on the dif-
ference between the appropriate minimum import prices and the
price (including duty) at which supplies were made available for
import into the United Kingdom from that particular country. In
the case of imports from countries which had not signed agree-
ments to co-operate, a general levy would, as necessary, be im-
posed, based on the difference between the appropriate minimum
import price and the lowest price (including duty) at which supplies
are available for import into the United Kingdom from any non-
co-operating overseas source.

The U.K. government also established a new or-
ganization, the Home Grown Cereals Authority, comprising
farming, trading and independent members with the objective of
improving the marketing of home-grown cereals. Its aim was to
improve market information, encourage research on technical
problems and to ensure a more even flow of home-grown grain to
the market over the season. To assist in achieving this objective,
it provided financial incentives to forward contracting. Power to
undertake limited support buying in certain specified circum-
stances was held in reserve, to be used with the authority of
Parliament if the organization's purposes could not otherwise be
adequately achieved. Funds for the financial incentives and any
trading operations were to be provided from a levy on cereal
growers.

Production and Utilization of Wheat and Coarse Grains --
Partly as a result of these domestic policies, coupled with im-
proved technology, the production of wheat in the United Kingdom
increased from an average of 2.8 million metric tons for the five
years 1955/1959 to 3.9 million tons in 1967 (Table IV-1).

3
—/Basil E. Cracknell, Addendum to Cereals in the United Kingdom,

Watmoughs Limited, Idle, Bradford;and London.
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Future Markets for Canadian Grains

In 1968, production decreased to 3.5 million tons. During this
period, imports of wheat decreased from 5.0 million metric tons
to 4.0 million in 1967, but increased to 4.5 million tons in 1968.
This means that during this period, the proportion of the United
Kingdom's aggregate wheat requirements produced domestically
increased from 36 to 50 per cent.

Flour milling in the United Kingdom is a relatively static
industry in terms of total production. Bread consumption per head
is slowly declining but this is to some extent offset by an increase
in the consumption of cake and biscuits. % Although some 80 per
cent of the wheat used in bread flour is imported, the overall de-
pendence of the flour industry on imported wheat is about 66 per
cent.2/ The biscuit trade represents a growth market for home-
grown wheat but it is only 10 per cent of the total consumption of
wheat flour and flour products in the United Kingdom.—-/ The use
of home-grown wheat for milling flour for the cake and biscuit
industry has increased by an average of about 40 thousand tons
per annum over the last five years and this trend is likely to
continue.

Flour for bread-making must attain certain characteristics
of "strength' if it is to produce an acceptable loaf. Weaker flours
result in bread of poor conformation and keeping quality. As they
cannot absorb as much water, the output of bread per hundred-
weight of flour is reduced. Strength in flour is related to the pro-
tein level and protein quality of the wheat. The protein levels of
English wheats range from 8 to 11 per cent and must be sup-
plemented by stronger imported wheats in the grist. Some of these
imported wheats may be better quality soft wheats used as "filler",
but the real increase in strength is contributed by the ''quality"
hard wheats having a high protein content.

4
—/Denis K. Britton, Cereals in the United Kingdom, Pergamon
Press, 1969, p. 636.

Siinea s p. 4bT.

é/Ibid., p. 685.
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The technical requirements for wheat for milling bread
flour have, therefore, limited the use of home-grown wheat for this
purpose to about 20 per cent. The proportion of home-grown wheat
used in the grist varies considerably from year to year, however,
according to the quality of the crop, which is largely dependent on
the weather, particularly during harvesting. While some superior
medium-quality wheats have been developed in the United Kingdom,
the lack of a system of grading and the reluctance of the milling
industry generally to provide adequate price differentials for
quality has not encouraged farmers to concentrate on quality,
especially if this would mean a reduction in yield.l

The changing techniques of bread-making have made
possible a larger proportion of home-grown wheat in the production
of bread flour. The Chorleywood process developed by the British
Baking Industries Research Association has substituted mechanical
Workin% for conventional slow fermentation as a means of making
dough.—/ About half of the bread baked in Britain is produced
using the Chorleywood process and it is anticipated that,in the
future, 75 per cent of the bread flour may be made for the
Chorleywood method. Bakers employing this process use flour
made from a grist containing 30 to 35 per cent soft wheats as
compared with 25 per cent soft wheat content for flour in the con-
ventional fermentation process. Thus, if full advantage is taken
of the Chorleywood process, the 700 thousand tons of domestic
wheat now used in bread-making could be increased by 500 thousand
tons to 1.2 million tons.2/ This greater quantity of domestic wheat
for bread-making should result in a shift from imports of soft
"filler'" wheats to the hard, higher protein classes of wheat.

In keeping with this development, the undertaking by millers
to the government with respect to the use of home-grown wheat
was raised from 1.25 million tons in 1960 to 1.50 million tons in

1968.

T/ ihid. , pp. 465-466.

8/ia. , p. 457.

3/ 1bid., p. 458.
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With limits to the use of home-grown wheat for milling
dictated by quality considerations, a very important use is in the
feed compounding industry, which is taking an increasing propor-
tion of the crop. In 1967, over 60 per cent of the home-grown
wheat was used for feed.

The production of coarse grains in the United Kingdom
increased from an average of 5.6 million metric tons for the five
years 1955/1959 to 10.8 million tons in 1967 (Table IV-2). This
increased production has been due largely to an expansion of the
barley crop which in 1967 was nearly three times as large as the
average for the period 1955/1959 (Table IV-3). The increase
of 3.3 million acres in barley was drawn from permanent grass-
land, oats and mixed grains. During this period, the acreage of
wheat remained relatively constant but production increased by
about 40 per cent due to higher yields and imports decreased from
5 to 4 million tons. Imports of barley and oats decreased from
1.3 to 0.2 million tons but corn and sorghums imports increased
from 2.4 to 3.9 mil on tons (Table IV-4). In total, therefore,
utilization of coarse grains increased from 8.8 to 13.7 milljon tons.
Of this amount, imports went up from 3.4 to 4.0 million tons.

The use of coarse grains for livestock feeding increased
from an average of 6.7 million tons for the period 1956/1958 to
10. 5 million tons in 1967. Taking both wheat and coarse grains
into account, the utilization of grains for livestock feeding in the
United Kingdom increased from an average of nearly 8 million tons
for the five-year period 1955/1959 to about 13 million tons in 1967.
In 1968, production of barley in the United Kingdom declined
800 thousand tons to 8.3 million tons; imports increased to about
350 thousand tons. Barley exports fell off to 74 thousand tons as
compared with 785 thousand tons in 1967, and 1,093 thousand
in 1966.

Future Imports of Grains -- The FAO projection for wheat
utilization for 1975 forecasts an increase of 300 thousand tons over
the 1961/1963 period (Table III-1), as compared with an increase
of 1.1 million tons indicated by the OECD projection (Table III-2).
This increase is attributed entirely to greater use of wheat for feed.
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Future Markets for Canadian Grains

In this connection, the OECD projection shows a decrease of
0.5 million tons in the food use of wheat but an increase of 1.5 mil-
lion tons in the use of wheat for feed. Projections for the produc-
tion of wheat indicated an increase by 1975 of about 2 million tons
to 5.2 million tons. Assuming no change in U. K. exports of wheat,
this would mean a decrease in imports of wheat of about 1 million
tons from the 1961 level to about 3. 6 million tons.

These projections are generally substantiated by the con-
clusions of the Economic Development Committee for Agriculture
in its report on "Agriculture's Import Saving Role' (Table IV-5).
The group concludes that '"the wheat acreage should be expanded
by about 1 million acres to 3.3 million acres in 1972/73. On the
basis of an average yield of 343 cwt. an acre, total production
of wheat would then be in the region of 5.7 million tons, or nearly
2 million tons more than 1967/68. Of this additional production,
0.5 million tons would replace imported filler wheat; the remainder
would replace imports of feed wheat, maize or sorghums as well
as to meet part of the additional feed requirements that would arise
from the postulated expansion in livestock production."10/

The FAO projection for coarse grains in the United Kingdom
shows an increase in consumption by 1975 of about 25 per cent over
the average for 1961/1963, amounting to about 4.25 million tons
and an increase of about 6 million tons or 80 per cent in production
(Table III-4). This projected increase would mean a continuation
of the expansion in the domestic production of barley and a further
cutback in imports of coarse grains. The OECD projection indi-
cates that by 1975 consumption will increase by less than 10 per
cent and that production may almost double (Table III-5). Such a
development would result in the United Kingdom being a net ex-
porter of coarse grains.

10
19/ Agriculture's Import Saving Role, op. cit.
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Future Markets for Canadian Grains

The report of the Economic Development Committee on
Agriculture draws attention to the threefold increase in barley
production during the last 10 years and the development of an ex-
port market of over one million tons, making the United Kingdom
the second largest exporter for 1966. The Committee foresees
the continuation of imports of barley of a level of about 200 thousand
tons made up largely of Canadian barley with a high diastase con-
tent for use in the distilling industry. The group concludes that if
wheat production were to expand to the extent suggested above,
the barley acreage would show only a moderate increase of about
0.5 million acres by 1972 and production would increase to about
10. 2 million tons (Table IV-5). It is assumed that most of this
increase would go to satisfy the growth in the demand for livestock
feed but some could displace imports of corn and sorghums.

There is thus some difference among the projections as to
the extent and rapidity with which the consumption and production
of grains in the United Kingdom may expand. It would appear,
however, that by 1975 imports of wheat and flour will not exceed
3.4 million metric tons wheat equivalent and that imports of corn,
sorghums and millet may be reduced to below 3 million tons.

The European Economic Community

The European Economic Community, generally referred to
as the "Common Market", was established by a treaty signed in
Rome on March 25, 1957, by France, West Germany, Italy, the
Netherlands, Belgium and Luxembourg.

In addition to the removal of internal tariff, quota and
similar trade barriers, and the erection of a common tariff against
nonmember countries as well as provision for the free movement
of labour and business enterprises, the aims of the EEC include
the establishment of a common agricultural policy. Of special
importance in the present context is Regulation No. 19, ''Dealing
with the Gradual Formation of a Common Market for Cereals',
which became effective on July 30, 1962.

In this connection, the objective is the achievement of
certain EEC goals relating to the prices at which grains are sold
within the Community, grain export prices, the incomes earned by
"domestic" producers of grain, and assurance of a minimum level
of grain output and of employment in this branch of production.
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Projected Trade in Wheat and Coarse Grains

On July 1, 1967, the separate marketing arrangements for
cereals in the six member countries of EEC were merged into a
single -market organization and all intra-EEC levies on grain im-
ports from other members were abolished. These steps, which
introduced a common price system, Community financing, and a
standardized commercial policy for marketing farm products
marked the fruition of a common agricultural policy for the EEC.
The essentials of the new, unified marketing system include import
levies on grain imports from nonmember countries, government
purchases at intervention prices, a denaturing premium for wheat,
and export subsidies.

(a) Import Levies -- In place of tariffs, grains entering the
Community from nonmember countries are subject to an import
levy which is uniform for all points of entry. The levy is a variable
charge which is adjusted every day to offset differences in supply
prices, calculated as the difference between the lowest adjusted
c.i.f. price and the '"threshold" or fair market wholesale price
establi shed by the Commission for EEC-produced grain of the
same generic type.

The calculation of the import levy involves the use of a
"target price' and a 'threshold price'" which are established in
accordance with agreed procedures in a formula where:

(i) the levy equals the threshold price minus the lowest
adjusted c.i.f. price for a particular type of grain
entering the EEC. The lowest c.i.f. price is arrived
at by subtracting from daily c.1i.f. quotations the fixed
quality differentials between the imported grain and
the corresponding EEC standard;l_l_/

L Quality differentials established March 3, 1969, for selected
wheats are as follows (in units of account): Manitoba I. 12.50,
Manitoba II: 12.00, Manitoba III: 10.50, Manitoba IV: 9.00;
U.S. Dark Northern Springs I and II: 12.00, Hard Winters I
and Il protein 14%4+: 12.00; Hard Winters I and II Ordinary:
9.00; Argentina: 9.00; Australia F.,A . Q.: 5.75, Australia
Prime Hard: 10.50; English Milling: 0; U.S.S.R. SKS 14:
12550
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Future Markets for Canadian Grains

(ii) the threshold price is the target price minus the cost
of transporting the grain from Rotterdam (the EEC
""border port') to Duisburg (the point on the lower
Rhine which is normally most deficient in the supply
of grains in the EEC), plus the "Montant Forfaitaire"
(an arbitrary preference granted to EEC producers);
and

(iii) the target price for a given type of grain,which is set
annually by the Council of Ministers, establishes a
basic wholesale price of EEC standard grain at
Duisburg which will yield Community farmers a "fair"
returne

To illustrate, by way of example, the calculation of the
variable levy, the following is a list of c.i.f. prices per metric
ton at Rotterdam on March 3, 1969, together with the quality co-
efficient for each class of wheat:

Quality Adjusted
@il Coef- (©yibepfis
Price ficient Price

No. 2 Manitoba Northern U.S.$75.00 U.S.$12.00 U.S.$63.00

No. 2 Hard Winter 14% 69.40 12.00 57.40
No. 2 Hard Winter Ordinary 66.75 9.00 57.15
Argentine Plate 67.50 9.00 58.50

The price of No. 2 Hard Winter 14% at $57.40 becomes the
lowest adjusted c.i.f. price for the day.

Threshold price $104. 38
Lowest adjusted c.i.f. price 57.40
Levy $ 46.98

The levy of $46.98 per metric ton would be applied to all
wheats imported from outside countries on that day and the pro-
cedure would be repeated each day to determine the levy.
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Projected Trade in Wheat and Coarse Grains

(b) Intervention or Support Prices -- The "intervention" price
for a particular type of grain is the 'support" price at which the
appropriate government authority in each of the EEC countries
enters the market and buys the particular type of grain in question
in order to ensure that the price does not fall below that level
which will yield local producers a ''fair" return. Intervention
prices are calculated for each surplus area from a single basic
intervention price, which is centrally determined for the Com-
munity as a whole and is, on the average, about 7 per cent below
the target price.

Grain purchased by a government agency, unless ''denatured"
and sold as livestock feed, must be held in stock until such time as
the market price rises sufficiently above the intervention price,

to enable it to be sold without having a depressing effect on the
market.

The basic target price, basic intervention price and initial
threshold price of wheat and coarse grains for the crop years
1967 and 1968 are shown in Table IV-6.

Table IV-6

BASIC TARGET PRICE, BASIC INTERVENTION PRICE
AND INITTAL THRESHOLD PRICE OF WHEAT AND (DARSE GRAINS
CROP YEARS 1967, 1968 AND 1969

(Units of account (U.S.$) per metric ton)

Soft Wheat Durum Wheat Rye Barley Corn
1967
Basic target price 106.25 125.00 93.75 91.25 90,63
Basic intervention price 98.75 117.50 87.50 85.00 77.00
Initial threshold price 104.38 123.13 91.88 89.00 88.38
1968 (2)
Basic target price 106,25 123,18 97.50 94 .44 94.94
Basic intervention price 98.75 117.50 391.00 87.98 79.31
Initial threshold price(l) 104.38 123,18 95.63 92.19 92,19
1969
Basic target price 106.25 125.00 97.40 95.44 95,94
Basic intervention price 98.75 117.50 91.00 88.48
Initial threshold price 104.398 123.18 95.63 93.19 93.69

8 For the first month of the year.

(2) An unchanged minimum guarantee of 145 U,A,/metric ton has been set for durum wheat
in 1968 as in 1967.

Source: Review of the World Grains Situatjon, op. cit.
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Future Markets in Canadian Grains

(c) Wheat Denaturing Premium -- To encourage wheat to be
used for feed, the Community established a denaturing premium
which has as its objective a reduction in the price of wheat which
has been denatured to a level comparable with that of barley. The
premium is set in principle at the beginning of each marketing
season and follows the monthly spread of cereal prices. In May
1969, in view of the large stocks of wheat in the Community, the
denaturing premium was increased to 19.07 units of account ($U.S.)
per metric ton in order to stimulate the use of denatured wheat for
feeding.

(d) Export Subsidies -- EEC regulations provide for the pay-
ment of export subsidies in the form of '"restitutions'" or rebates
of import levies to enable higher-priced Community products to
be competitive on world markets. The rebates are fixed generally
on a weekly basis but may be adjusted at any time to cover the
difference between internal prices in the Community and world
market prices. Rebates are the same for the whole Community
and can be differentiated according to destinations. They apply
either to the export of products produced in the Community or the
re-export of products imported from nonmember countries. The
criteria determining the amount of the refund include cereal prices
in the various surplus areas of the Community, the most competi-
tive price quotations on the markets of importing third countries,
and the marketing and transport costs. Adjustments are made in
the calculation of rebates to take account of readjustment of
internal prices and world market prices to the European standard
quality on the basis of established quality differentials. For wheat,
account is also taken of the minimum price commitmeats under
the International Grains Arrangement.

The financing of the Community's Common Agricultural
Policy is carried out through the European Agricultural Guidance
and Guarantee Fund (EAGGF). The fund is divided into two sec-
tions. The Guarantee Section reimburses member governments
directly for the cost of subsidizing farm exports and for the cost
of supporting prices of farm products in the domestic market.
The Guidance Section finances expenditures for structural reforms
in agriculture. It pays subsidies for selected projects which may
be designed to improve either the structure of production, e.g. soil
improvement, or the structure of marketing, e.g. silo construction.
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Projected Trade in Wheat and Coarse Grains

Initially, the expenditures of the EAGGF were relatively modest
because the market regulations applied to only a few products and
the EAGGF met only a small share of the cost of supporting
internal farm prices and subsidizing exports, the main burden for
which was carried by the governments of the member countries.
The expenditure by the EAGGF for export rebates on all com-
modities increased from U.S.$22 million for 1962 to an estimated
U.S.$750 to $850 million for 1967 (Table IV-7). During the same
period, expenditures and price support increased from U.S.$7 mil-
lion to an estimated U.5.$550 million to $650 million. Until mid-
1967, expenditures of the Guidance Section were limited to a

maximum equal to one-third of the expenditure of the Guarantee
Section, but for the period July 1967 to December 1969, expendi-
tures up to $285 million by the Guidance Section have been
authorized.

Table IV-7

ALLOCATION OF FUNDS BY EUROPEAN AGRICULTURAL GUIDANCE AND GUARANTEE FUND
(U.5.$ Million)

Guarantee Section
Export Price

__ Rebates Support Total Guidance Special Cash

Crajns ALl Graipng A1l Grains __All Section Compensation
1962 22 22 7 7 29 29 9
1963 40 42 9 g 49 51 17
1964 80 132 18 35 38 167 54
1965 104 192 16 44 120 236 80
1966 225 142 367 123
1967(1) 750~ 550- 1,300- 285 206(2)

850 650 1,500

1968(1) 358 1,355 285 139(2)

(1)

(2) Cash compensation paid to Germany, Italy and Luxembourg to compensate farmers

adversely affected by common cereal prices introduced July 1, 1967.

Estimated.

Source: G. F. Mintenko, "Financing the Common Agricultural Policy”, Foreign Trade,
July 6, 1968; J. van Ypersele, Fina the Comynon Market’ i
Policy, International Monetary Fund, 1967.
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Beginning with July 1967, the EAGGF received 90 per cent
of the proceeds of levies on imports of agricultural products which
were expected to amount to about U.S.$600 million and to cover
one-half of the expenditures under the Guarantee Section. The
remainder of the funds required by the EAGGF is contributed by

member countries according to a fixed scale.12/

Export rebates on grains increased from $22 million in
1962 to $104 million in 1965. Total expenditures by the Guarantee
Section (export rebates plus price supports) on grains are esti-
mated at $358 million for 1968 out of a total of $1,355 million for
all products. Because of its substantial grain exports, France
has been by far the largest beneficiary of the Fund's operations,
although her share of the Guarantee Fund disbursements has de-
creased to about one-half of what it was originally, as a result of
additional products coming within the EAGGF''s activities.

Impact of the CAP on the Trade in Wheat and Coarse
Grains -- Taking into account the many highly charged national
political issues involved, the development of a common agricul-
tural policy for the six countries making up the European Economic
Community over a period of 10 years was a remarkable achieve-
ment. It is a development that has been observed with great inter-
est and concern by countries which are exporters of agricultural
products. With 10-year statistics now available covering the
period of evolution of the CAP, it is now possible to make an
assessment of its impact on the grain trade of other exporting
countries.

For the year April 1, 1968 to March 31, 1969, the levy on
wheat for bread-making averaged U.S.$52.83 per metric ton, the
range being from $46.83 to $59.23 per ton. Subject to the payment
of the import levy, wheat from nonmember countries can be im-
ported freely by the trade in the Community. Imports of wheat,
excluding intra-EEC trade, amounted to 4.1 million tons in 1967
and 4.4 million in 1968, as compared with 4.6 million tons for the

2
13/ France 32.0 per cent, Germany 31.2 per cent, Italy 20.3 per

cent, Belgium 8.1 per cent, the Netherlands 8.2 per cent,
Luxembourg 0.2 per cent.
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Projected Trade in Wheat and Coarse Grains

five years 1955/1959 (Table IV-8). Wheat imports from both
member and nonmember countries into France, which are largely
durums, have varied from year to year but have not shown any
appreciable increase. Italian imports have shown considerable
growth, from both member and nonmember sources, particularly
during more recent years. Germany, which has been by far the
largest wheat importer among the Six, decreased her imports of
wheat by about 1.5 million tons during the period. This, together
with an increase in production and in exports, resulted in Germany
increasing her percentage self-sufficiency. Imports into the
Benelux countries were maintained generally with some increase
in the last three years. It would seem, therefore, with the possible
exception of Germany, that the import levy or other CAP policies
have not seriously limited imports of wheat into the Community.

Support prices for wheat in the EEC have been established
at the equivalent of $3.13 per bushel for soft wheat ranking in
value at the bottom of the scale of price differentials as compared
with $1.70 per bushel for Canada's No. 1 Manitoba Northern,
traditionally the world's premium wheat. These high levels of
guaranteed prices to producers, which are implemented indirectly
by the import levy, have resulted in production of wheat in the
EEC countries amounting to 32.2 million metric tons in 1968 as
compared with an average of 23. 6 million tons for the five years

1955/1959.

Within the EEC, nearly one-half of the wheat is produced
in France and one-third in Italy. Germany accounts for about
15 per cent of production while the Benelux countries make up
about 5 per cent. Production has varied widely from year to year
in all six countries. Little change in production has occurred in
Italy while in France and Germany production has increased about
35 per cent over the average for the 1955/1959 period. A 20 per
cent increase has occurred in Belgium/Luxembourg and the
Netherlands production has practically doubled.
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Projected Trade in Wheat and Coarse Grains

Since human consumption of wheat in the EEC has remained
more or less static, the fact that imports of wheat have decreased
only moderately indicates that the increased supplies of domestic
wheat have replaced imported foreign wheat in the production of
flour in the EEC to only a limited extent. However, aided by
government export rebates, exports of wheat to countries outside
the EEC have increased from an average of 2.2 million tons during
the period 1955/1959 to 5.2 million tons for the period 1965/1967
(Table IV-8). The greater part of these increased exports of wheat
have been from France.

Coarse grain production in the EEC countries also increased
following the establishment of the Community (Table IV-9). Aggre-
gate production of coarse grains in the six countries which averaged
17.9 million metric tons for the period 1952/1955, reached a high
point of over 31 million tons in 1967. In 1967, the area of land in
coarse grains was about 10 million hectares as compared with an
average of 8.4 million for the period 1952/1955.

Table IV-9

AREA AND PRODUCTION OF BARLEY, OATS AND CORN IN EEC
ARVERAGE 1948/1951, 1952/1955, 1962/1965; ANNUAL 1966 TO 1968

Average
1948/1951 1952/1955 1962/1965 1966 1967 1968
{Thousand hectares)

Area
Barley 1,938 2,611 4,080 4,400 4,500 4,550
Oats 4,298 4,007 2,560 2,430 2,390 2,260
Corn 1,608 1,739 2,000 1,980 2,070 2,050
Total 7,894 8,357 8,620 8,810 8,960 8,860
(Thousand metric tons)
Production
Barley 3,648 5,978 11,880 12,480 15,870 15,530
Oats 7,347 7,852 8,170 6,080 6,830 6,460
Corn 2,807 4,123 6,760 7.980 8,170 9,450
Total 13,802 17,953 24,810 26,540 30,870 31,440

Source: Production Yearbook, op. cit.; Review of the World Grains Sjtuation, op. cit.
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Changes in the production pattern occurred for each type
of coarse grain. Oat production, which accounted for well over
half of the coarse grains in the EEC countries in the immediate
postwar period, has declined substantially and has been replaced
by both barley and corn. Barley production which is currently
more than four times that of the immediate postwar period and
has more than doubled since the Community came into being,
accounts for about 54 per cent of the coarse grains. While the
area in corn has increased only moderately, production has nearly
doubled during the same period. Millet and sorghums are also
increasing rapidly although the total production is still small.

Imports of coarse grains from outside the Community
tripled between 1956/1960 and 1965 and dropped back from a high
of 16 million tons in 1965 to 11 million in 1968. At the same time,
subsidized exports, which averaged 800 thousand tons for the
period 1956/1960, increased more or less regularly, reaching
4.5 million tons in 1968 (Table IV-10).

The principal impact of the Common Agricultural Policy,
therefore, has been in third country markets to which these in-
creased domestic supplies are exported with the assistance of
export rebates or subsidies which are reset periodically at what-
ever level is required to make EEC wheat or barley competitive.
Generally, the rates of '"restitution" which are published weekly
in the Journal Officiel des Communautés Européennes apply to
geographic zones but individual countries within a zone may be
listed separately when it is felt necessary to have a higher rebate
in order to improve the competitive position of EEC grain.

According to available projections, both consumption and
production of wheat in the EEC will continue to expand. The FAO
projections for the consumption of wheat forecast an increase
from 27.0 million tons for 1961/1963 to 32 million tons in 1975.
Domestic production of wheat, which averaged 26 million tons
during 1961/1963, is projected at 35 million tons in 1975. These
projections are generally supported by those of the OECD and the
trends are confirmed by the performance to date. EEC imports
of wheat will likely continue to contract slowly.
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Future Markets for Canadian Grains

The actual utilization of wheat in the EEC countries since
the 1961/1963 period indicates no real increase in human consump-
| tion but an expansion in the use of wheat for livestock feeding.
During the three years 1965 to 1967, the use of wheat for feed
averaged 5.6 million tons as compared with 3.8 million tons for
the five years 1955/1959, an increase of 1.8 million tons. The
increase in the use of wheat for livestock feeding has occurred
particularly in France and Germany. It is doubtful, however, that
by 1975 consumption of wheat in the EEC will exceed 30 million
tons. Similarly, it would seem that the current rate of increase
in production of wheat, if continued to 1975, would fall considerably
short of the projection. On the basis of these guidelines and as-
suming a more rapid increase in use of wheat for feed, it is sug-
gested that EEC imports and exports of wheat in 1975 may each be
about five million tons (excluding intra-EEC trade).

Total domestic consumption of coarse grains in the EEC
has increased from an average of 27 million tons for the 1956/1960
period to an average of 35 million tons for the 1965/1968 period.
The use of coarse grains for livestock feeding increased from
22 million tons to 29 million tons during the same period. Taking
both wheat and coarse grains together, the use of domestic grains
for livestock feeding has increased by about 1 million tons per
year, accounting for a total of 35 million tons in 1968.

Using the OECD projections for coarse grains consumption
and production in the EEC countries in 1975, it is noted that con-
sumption is anticipated to increase from the average of 34 million
tons for the 1961/1963 base period to 45 million tons in 1975,
Production of coarse grains in the EEC countries in 1975 is pro-
jected to 36 million tons as compared with an average of 25 million
tons during the 1961/1963 period. The actual consumption and
production of coarse grains in the EEC since 1961/1963 have varied
from year to year so that it is not possible to measure the trend.
It would seem, however, that while some levelling in the rate of
increase in both consumption and production of coarse grains in
the EEC has occurred to date, the OECD projection may still be
accepted as realistic. The difference between the projected con-
sumption and production of coarse grains may be taken as an indi-
cation of the EEC trade gap in coarse grains in 1975.
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The 1966 trade gap which amounted to 9 million tons was
made up by imports of about 13 million tons and exports of 4 mil-
lion tons. It is suggested that by 1975 the high cost of subsidizing
exports of grain may tend to encourage the consumption in the EEC
countries of a greater proportion of the domestically produced
coarse grains, as a result of which EEC exports may decline to
2 million tons and imports remain at about the 11 million ton level.

Other European Countries

Most other European countries have some form of board or
agency which either actually purchases import requirements of
wheat or controls the issuance of permits for the imports of wheat
as a means of restricting imports. The Danish Government, for
example, protects domestic wheat producers by obliging mills to
mill only Danish wheat for human consumption in Denmark and by
prohibiting the use of imported flour for human consumption.
About two-thirds of the wheat currently imported into Denmark is
feed wheat. The remainder and the little wheat flour imported is
used for products manufactured for export. With the possible ex-
ception of Norway, Portugal and Switzerland, increased domestic
production of wheat has been encouraged by governments with the
result that imports of wheat into Western Europe, other than the
United Kingdom and the EEC, declined from an average of 3.5 mil-
lion metric tons for the five years 1954/1958 to 1.6 million tons
in 1967 (Table A~1).

On the basis of the OECD projections for 1975, both wheat
production and requirements in the countries of Northwest Europe
will increase slightly (Table IV-11). Increased quantities of wheat
are expected to be used for livestock feeding with the result that
imports of wheat will be maintained at about 1.0 million tons. In
South Europe, production of wheat is expected to increase by about
26 per cent over that of the 1961/1963 base period as compared
with an increase of 12 per cent in consumption. In this event, im-
ports into countries in South Europe may amount to 500 thousand
tons.
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Table IV-11

MEAT(I) PROJECTED PRODUCTION AND CONSIMPTION IN 1975
FOR OUNTRIES IN NORTHWEST EUROPE AND SOUTH EUROPE
AS OOMPARED WITH BASE PERIOD 1961/1963

(Thousand metric tons)

Average 1961/1963 197§
Produc- Consump~ Produc- Consump-
tion Imports  Exports tion tion tion
Northwest Europe
Austria 1,136 56 33 1,155 1,544 1,544
Denmark 973 35 99 902 522 611
Finland 543 238 91 T 643 654
Ireland 404 213 81 576 460 634
Norway 25 376 - 399 13 455
Sweden 924 263 253 9§52 949 888
Switzerland 406 407 (1) 807 467 882
Total 4,411 1,588 565 5,508 4,598 5,668
South Europe
Greece 1,606 71 = 1701 1,611 1,451
Portugal 725 221 7 919 780 853
Spain 4,779 605 5 5,041 5,480 5,480
Turkey 7,263 747 = 7,805 10,195 9,831
Yugoslavia 3,817 1,032 L= 4,679 4,968 4,968
Total 18,190 2,676 12 20,175 23,034 22,583

(1)

Includes rye and others.

Source: Agricultural Projections for 1975 and 1985, op. cit., pp. 18-19.

There is no reason to expect any real change in the
restrictive policies of these countries in the near future. A com-
parison of OECD projections for 1975 covering the production and
consumption of coarse grains in the countries of Northwest Europe
and South Europe with coarse grain production and consumption
in the base period shows that, taking each region in total, produc-
tion of coarse grains is expected to increase considerably faster
than consumption (Table IV-12). However, in Ireland, Norway
and Switzerland in Northwest Europe, consumption is expected to
continue to expand faster than production and imports may amount
to 2, million tons. In Portugal and Turkey in South Europe, there
may also be continuing imports of about 500 thousand tons.
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Table IV-12

COARSE GRAINS PROJECTED PRODUCTION AND CONSWMPTION IN 1975
FOR COUNTRIES IN NORTHWEST EUROPE AND SOUTH EUROPE
AS (UMPARED WITH BASE PERIOD 1961/1963

(Thousand metric tons)

Average 1961/1963 1975
Produc—- Consump~  Produc-  Consump-
tion Imports _Exports tion tion tion
Northwest Europe
BAustria 1,135 534 12 1,661 1,694 2,093
Denmark 4,522 902 164 5,253 6,453 6,071
Finland 1,218 50 10 1,298 1,713 1,663
Ireland 951 147 28 1,024 1,181 1,336
Norway 543 130 16 659 559 1,164
Sweden 2,789 85 167 2,698 3,634 2,581
Switzerland 172 600 - 771 179 1,184
Total 11,330 2,448 397 13,364 15,413 16,092
South Europe
Greece 685 133 — 784 1,345 1,345
Portugal 740 43 4 785 780 941
Spain 3,557 833 - 4,390 5,040 6,230
Turkey 4,622 - 41 4,581 5,338 5,574
Yugoslavia 5,970 36 200 6,104 10,380 7,423
Tutal 15,574 1,051 245 16,644 22,883 21,513

Source: Agricultural Projections for 1975 and 1985, op. cit., pp. 20-21.

However, on the basis of the projected increase in production for
the remaining countries, some South European countries may be-
come substantial exporters of coarse grains.

Japan

Domestic wheat production in Japan during the five years
1957 to 1961 provided about 35 per cent of domestic utilization.
Since that time, domestic production has decreased and imports
increased with the result that in 1968 domestic production made
up only 20 per cent of requirements (Table IV-13). Since 1963,
the area planted to wheat has decreased by more than one-third.
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Factors contributing to this decrease are opportunities for employ-
ment in industry, loss of arable land to industrial and urban
expansion,and relatively low returns from wheat production.

Table IV-13

JAPAN: SUPPLY AND UTTILIZATION OF WHEAT
AVERAGE 1957/1961; ANNUAL 1962 TO 1968

Apparent Domestic

Area Production Imports  FExports ~ Utilization

(Thousand (Thousand metric tons)

hectares)
Average
1957/1961 600 1,500 2,613 41 4,072
1962 642 1,631 2,663 84 4,210
19638 5684 715 3,919 68 4,566
1964 S08 1,244 3,546 80 4,710
1965 476 1,287 3,553 134 4,706
1966 421 1,024 4,260 77 5,207
1967 367 970 3,938 70 4,838
1968 320 1,012 4,349 n.a. 5,361

Source: World Wheat Statistics, op. cit.; Review of the World Grains Situation, op. cit.

Japanese wheat is a low quality soft wheat which is un-
satisfactory for bread. About half of the domestically produced
wheat is used for making noodles, which make up about 43 per cent
of the wheat consumed in Japan.

The Japanese Food Agency, which is an autonomous body
within the Ministry of Agriculture and Forestry, controls the im-
portation of grains into Japan and their utilization. The quantity
of foreign wheat and barley to be imported is determined semi-
annually -- early in the year for the April-September period, and
in July after the size of the new crop is known for the remainder
of the year. The Food Agency, which administers the payment of
producer subsidies, levies an import duty on foreign imported
wheat to offset, in part, the cost of subsidies paid to producers of
wheat. It establishes a new schedule of resale prices for imported
grains in July each year, after the size of the domestic crop is
known, in accordance with its budgetary requirements and the
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Government-set level of producer prices for wheat and barley.
The spread in resale prices for different wheats takes into account
price differentials on international markets.

The Japanese milling industry which is made up of several
hundred flour mills, of which four large mills account for some
80 per cent of the flour output, is extremely quality conscious.
Since the official ceiling price of bread has not been permitted to
increase over a period of five years, the millers are under con-
tinual pressure to maintain a high uniform quality grist and at the
same time to keep prices of flour at minimum levels. They are
therefore very sensitive to changes in the schedule of resale prices
of imported wheat, hence any such change can have important im-
plications for the competitiveness of different wheats. In the resale
price schedule for 1967, a sharp widening of the spread between
the Manitoba grades and competing wheat caused millers to reduce
the content of Manitobas in their grist and resulted in a decrease
of 29 per cent as compared with 1966 in Canada's wheat exports to
Japan. This decrease in Canada's exports was made up largely by
increases of 39 per cent in Australian exports resulting from the
inclusion in the resale schedule for the first time of New South
Wales wheat at a relatively low price (Table IV-14).

Table IV-14

JAPAN: COMPARISON OF DISTRIBUTION OF IMPORTS OF WHEAT
BY COUNTRY OF ORIGIN
1966 to 1968

(Thousand metric tons)

1966 1967 1968

United States 2,186 2,225 1,839
Canada 1,620 1,098 1, 247
Rustralia 431 612 1,171
Other - 3 92
Total 4,187 3,938 4,349

Source: Review of the World Grains Situation, op. cit.
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A readjustment of spreads in the 1968 resale price schedule
has improved the competitiveness of Canadian wheat in Japan.

Only Japanese firms registered with the Food Agency can
operate as grain importers in Japan. These registered firms sub-
mit tenders to the Food Agency for the importation of the desired
quantities and qualities from the sources decided upon by the Food
Agency basis, c.i.f. Japan with freight, exchange, commissions
and incidentals all for the account of the importer. The Food
Agency allocates the annual quantity to be imported in such a way
that each importer receives an equitable share in accordance with
past performance.

Besides the Food Agency's Staple Food (Wheat) Import
Program, which includes hard wheat and soft wheat classifications
of foreign wheat for the food sector, the Food Agency in its Feed
Section is responsible for the Feed Import Program covering some
one million tons of low quality wheat. This wheat is sold to a group
of 125 mills which have permission from the government to produce
special bran in addition to normal flour milling activities. These
mills extract a maximum of 45 per cent flour and sell the resulting
55 per cent of rich endosperm-holding bran to the Japanese feed
industry. They sell the flour on the food flour market mostly for
noodles.

Japanese imports of wheat increased from an average of
2.6 million tons for the 1957/1961 period to 4.2 million tons in
1967 and 4.3 million in 1968 (Table 1V-13). Taking domestic
production into account during this period, total available supplies
of wheat increased from an average of 4.0 million tons for the
period 1957/1961 to 5.4 million in 1968. Wheat consumption is there-
fore continuing to rise but there are indications that the rate of
increase may have levelled off.

The FAO projections for Japan indicate a falling in domestic
production of wheat from an average of 1.4 million tons for the
1961/1963 period to 1.1 million tons in 1975 (Table III-1). This
decreased level of production had already been reached by 1967
and indications are for a continued decline. Projections of con-
sumption, however, forecast a continued growth to a level of
7.1 million tons in 1975 on the basis of the high GDP assumption,
which would apply in the case of the Japanese economy. At this
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time, in view of the apparent levelling-off in the rate of consump-
tion increase, this projection would not seem realistic and it is
suggested that the projected consumption for 1975 might be revised
downward to 6.1 million tons, the level projected by OECD
(Table III-2). Of this amount, it is suggested that 600 thousand
tons would be produced domestically and 5.5 million tons imported.

The area in coarse grains in Japan decreased from an
average of 1.1 million hectares for the 1956/1960 period
to 0.4 million hectares in 1967 (Table IV-15). During the same
period, coarse grain production declined from 2.6 million to
1.2 million tons and imports increased from 1.5 million to
7.9 million tons. Domestic utilization of coarse grains in 1967
was 9 million tons, 55 per cent more than the average for the
1956/1960 period.

Table IV-15

JAPAN: SUPPLY AND UTTILIZATION OF COARSE GRAINS
AVERAGE 1956/1960; ANNUAL 1961 TO 1967

Apparent Domestic

Area Productjion Imports Exports Utilization
(Thousand (Thousand metric tons)
hectares)
Average

1956/1960 1,106 2,607 1,501 - 4,108
1961 862 2,331 2,338 - 4,666
1962 777 2,036 2,942 == 4,978
1963 710 1,064 4,561 = 5,625
1964 610 1,422 5,088 - 6,510
1965 536 1,453 5,135 = 6,588
1966 454 1,262 7,612 = 8,874
1967 402 1,189 7,910 - 9,099

Source: Revi of the Wo Grai jtuation, op., cit,
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The FAOQO projection for coarse grain consumption in Japan
for 1975 was 11.3 million tons under a high GDP assumption as
compared with an average of 4.6 million tons for the 1961/1963
base period (Table III-4). Production,which was 1.8 million tons
in the base period, was projected as 1.3 million tons in 1975. The
OECD projection for consumption of coarse grains in Japan in 1975
was 12.5 million tons while that for production of coarse grains
was 0.9 million tons (Table III-5).

Imports of coarse grains from the principal exporting
countries amounted to 6.2 million tons in 1966 and 5.8 million
tons in 1967, as compared with an average of 1.4 million tons
during the five years 1956 to 1960 (Table IV-16). On the basis of
this rate of growth and the potential for expansion of meat and
dairy products in Japan, the projections prepared by FAO or by
the OECD would seem possible but they are on the high side. Using
these projections as a guide and assuming domestic production of
coarse grains at about 1 million tons, imports of some 10 million
tons of coarse grains would be required by Japan in 1975.

South Africa

South African imports of wheat are purchased by the South
African Wheat Board and distributed to mills in accordance with
their requirements. Although production of wheat in South Africa
has increased substantially, it has varied considerably from year
to year both in terms of volume and quality (Table IV-17). As a
result, imports of wheat were 97 thousand tons in 1967 and
800 thousand tons in 1966,

The FAO 1975 projection forecasts a continued growth in
both production and consumption of wheat in South Africa, result-
ing in a somewhat greater deficiency in domestic production in
relation to requirements (Table III-1). However, as a result of
increased plantings and improved varieties and other technological
developments, wheat production in 1967 had already exceeded
the 1975 projection of 1.1 million tons. It is likely that both
production and consumption of wheat in South Africa will con-
tinue to increase and that wheat will make up an increasing
proportion of the cereal diet of the native population.
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Table IV-17

SOUTH AFRICA: SUPPLY AND UTTILIZATION OF WHEAT
AVERAGE 1957/1961; ANNUAL 1962 TO 1968

Apparent Domestic

Area Production Imports Exports Utilization
{Thousand (Thousand metric tons)
hectares)
Average

1957/1961 1,160 780 133 == 913
1962 1,269 700 241 - 941
1963 1,449 882 164 - 1,046
1964 1,565 1,071 80 = 1,151
1965 1,602 670 162 - 832
1966 1,360 570 800 - 1,370
1967 1,610 1,050 97 = 1,147
1968 2,140 1,270 - — 1,270

Source: World Wheat Statisties, op. cit.

South Africa will probably continue to import some quality wheat
but the volume of imports will vary from year to year in accord-
ance with the volume and quality of the domestic crop and will not
likely average more than 300 thousand tons.

Developing Countries

The problem of rationalizing projections of production and
consumption of grains in the developing countries is in many res-
pects greater than that with either the developed or the centrally
planned group. In the developing countries, the development of
potential resources involved in indigenous production may be de-
pendent on the availability of capital and other inputs pertaining
directly to the production of grains; on marketing facilities such
as transportation, storage and merchandising; and on technical
training and general education services. In many countries also,
the availability of effective foreign technical and capital assistance
may be vital to development and may effect both production and
trade.
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Furthermore, the availability of wheat and flour or coarse
grains under a government-assisted program, such as the U.S.
PL 480, may either promote or retard the development of
indigenous production in individual recipient countries, and can
greatly influence the volume of grain imported by the developing
group. Wheat and flour made available as donations or sales for
local currencies under government-assisted programs made up as
much as 72 per cent of total imports of developing countries in
1961 (Table IV-18). By 1967, this form of government food aid
had decreased to 14 per cent of total imports. This reduction in
the percentage of wheat and flour imported under these programs
reflects a reduction in U.S. government-assisted shipments of
wheat and flour, but is also due to a shift with U,S. aid programs
from local currency sales to dollar sales on credit.

Table IV-18

EXPORTS OF WHEAT AND FLOUR AS DONATIONS AND SALES FOR LOCAL CURRENCY
UNDER GOVERNMENT-~ASSISTED PROGRAMS CARRIED OUT BY THE UNITED STATES, CANADA AND AUSTRALIA
IN COMPARISON WITH TOTAL EXPORTS TO DEVELOPING COUNTRIES
AVERAGE 1954/1958; ANNUAL 1959 TO 1968

Total Food Al Total Imports Donations as Per Cent of
Shimments 1 Developing Countries Total Imports
(Thousand metric tons) (Per cent)

Average

1954 /1958 5,904 10,346 57.1
1959 9,450 16,010 59.0
1960 11,017 16,007 68.8
1961 11,814 16,378 72.1
1962 12,095 17,322 69.8
1963 11,474 17,724 64.7
1964 12,980 20,465 63.4
1965 12,200 22,930 53.2
1966 8,434 26,241 32.1
1967 3,588 26,281 1345
1968(2) 4,258 20,928 20.3
(1)

Includes only donations and sales for local currency.

2

(2) In 1968 EEC provided donations of wheat and flour amounting to 355 thousand metric
tons.

Source: Review of the World Wheat Situation, op. cit.; Review of the World Grains
Situation, op. cit.
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The principal factor to be taken into account in adjusting
the 1975 projections for the consumption and production of wheat
and flour for the developing countries is the technological develop-
ment which has been taking place in this group of countries, par-
ticularly during the past two years. Because of the importance of
this factor in relation to the future wheat imports of these countries,
attention is directed to the following review of developments likely
to have a long-term effect on the production and trade in grains in
developing countries, which has been prepared by the Secretariat
of the International Wheat Council. 13/

"The breeding of high-yielding varieties of wheat and
maize which are suited to large regions of the tropics and sub-
tropics has offered a promising opportunity to developing
countries to bring about a substantial increase in food produc-
tion. To derive the maximum benefit from these new varieties
requires, however, the greater use of fertilizers and improved
cultivation techniques whilst the governments for their part
are undertaking programmes to increase the irrigated area.
Important work in the production of the new high-yielding
varieties has been carried out by the joint effort, started
25 years ago, of the Rockefeller Foundation and the Mexican
Government at Chapingo, which was formally recognized last
year by giving it the name of the International Maize and Wheat
Improvement Centre. A similarly successful project for rice
is being fostered by the International Rice Research Institute
(IRRI) at Los Banos, Philippines, established in 1962. In
addition, two more international research centres for tropical
agriculture are being built, one at Palmira, Colombia and
the other at Ibadan, Nigeria. The Rockefeller and Ford
Foundations have lent their support to all four of these re-
search organizations. The new varieties and the techniques
required for their optimum cultivation which have emerged
from the institutes, are being introduced after careful testing
in suitable ecological areas. National research organizations
in turn are continuing the development of high-yielding varieties
to adapt them to indigenous soil and climatic conditions.

=/ Review of the World Grains Situation, op. cit., 1967/68,

pp. 56-5T7.
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""Realization of the full benefit of the high-yielding varieties
is, however, dependent on simultaneous advances in the related
sectors of the economies of the developing countries, eg,
improvement of roads, grain storage and handling, as well as
that of farm machinery, grain marketing and finance.

"Plants grown from these new varieties are characterized
by their shortness of straw and many varieties have in addition
a short vegetation period. They are highly responsive to
chemical fertilizers but they require a regular water supply
which is possible in most areas only by irrigation. Given
proper inputs, the yields from the new varieties may be double
or treble those from the local seed.

"The development and management of water resources is
thus of paramount importance to the agriculture of these
countries. Most of the current water projects are massive in
scale and dependent on financial and technical aid from the
developed countries or international bodies. They usually
involve re-direction of rivers or other flows of water or the
raising of subterranean water and subsequent storage. All
these techniques are being applied in developing countries.

"In West Pakistan, the world's biggest earth and rockfill
dam is being built on the Indus river. It is scheduled for com-
pletion in 1976 and when completed will harness the Indus river
and its two tributaries for irrigation and power. Canada,
France, Italy, the United Kingdom and the United States are the
principal countries which are helping to finance the project.
They and the World Bank together will provide $500 million
for the dam. In the United Arab Republic, 812,000 acres have
already been converted to perennial irrigation by water from
Lake Nasser created by the Aswan High Dam. Another
200,000 acres will be so converted by the end of 1969/70. Of
the reclaimed land 332,000 acres are already under cultiva-
tion. About 20,000 acres of farmland in Saudi Arabia will be
irrigated by a new dam under construction which is expected
to be completed by 1970. The dam is located in Wadi Jizan in
southwest Saudi Arabia and will cost $8.2 million. The Saudi
Arabian Government and the UN Special Fund will collaborate
in establishing pilot plots in the irrigated area.
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""The Punjab regions of India and Pakistan are now adapting
themselves to a much wider use of high-yielding varieties
since much of this area has Himalayan water only 20 to 30 feet
below the surface. India has already 90 million acres under
irrigation and more lands are being brought under irrigation
with water pumped out of tube wells by inexpensive diesel or
electric motors. The improvement in, and reliability of,
water supply coupled with the fact that many plants from the
newly developed varieties need a shorter growing season have
stimulated farmers to explore the prospects of a more inten-
sive use of land particularly by double cropping. In India in
1968 the area seeded to high-yielding varieties of grain (ex-
cluding rice) amounted to 15 million acres, most of which was
sown to wheat. It is now planned to increase the area under
the high-yielding varieties for the 1969 crop to 21 mi<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>