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FOREWORD 

This volume is a report on the Conference on International Trade 

and Canadian Agriculture that was convened by the Economic Council of Canada 

and the Agricultural Economics Research Council of Canada in January, 1966. 

The objectives of the Conference included: the preparation of a set of 

authoritative studies, the examination of the problems and issues by invited 

representative leaders and professionals of farm organizations, industry, 

labour, the economics profession, government officials and consumers, the 

preparation of a Conference statement setting out the main findings, and the 

publication of an objective assessment of the Conference discussions. 

A number of developments during recent years had led the two 

Councils to the position that a thorough review of matters related to 

'Canada's international trade in agricultural products was needed. These 

developments include: the general tightening in the world food situation, 

the changes in international trade in agricultural products, the measures 

taken in a number of countries that have affected agricultural trade, and 

the large Russian, eastern European and Chinese imports of grain in recent 

years. 

Each of the Councils had an interest in such a Conference. The 

Economic Council acted as one of the sponsors because of its concern with 

policies to foster the growth of the Canadian economy including Canadian 

agriculture and with studies of how changes, including those in the inter 

national sphere, affect employment and income generally and in particular 

indltstries. The Agricultural Economics Research Council co-sponsored the 

Conference as part of its research programme to develop information which 

will serve to assist in making long-term policy decisions for agriculture. 
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The various studies and reports referred to above are included 

in this volume, along with Opening and Closing Remarks, a copy of the 

Conference Programme and a list of the Participants. Some of the material 

has already been released to the press. The background studies which were 

commissioned jointly by the two Councils were released in advance and the 

statement was released immediately after the close of the Conference. They 

are included here with the other material in order to provide a complete set 

of the Inaterial relating to the Conference. 

The two- and one-half day Conference, which was held at the Banff 

School of Fine Arts on January 10-12, 1966, consisted principally of dis 

cussion by the 85 participants based on the subject matter covered in the 

background papers; these had been sent to participants ahead of time. There 

was ample opportunity for a full and frank exchange of information and views. 

In convening the Conference it was the hope of the two Councils 

that it woùld contribute to an improvement in understanding how to approach 

some of these important matters of agricultural trade and Canadian agri 

cultural policy. The publication of this volume is intended to facilitate 

continued study and discussion of these matters. This process is most 

important at the present time in the light of the extensive attention that 

is being given to international trade and world food problems. 
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OPENING REMARKS 

by 

John J. Deutsch, Chairman 
Economic Council of Canada 

The Economic Council, concerned as it is with how this country can 

best accomplish a high and consistent rate of economic growth, is vitally 

interested in the role of agriculture in this process. The Agricultural 

Economics Research Council has as one of its major functions the development 

of information which will serve to assist in making long-term policy 

decisions for agriculture. 

In a general way it can be said that we understand the magnitudes 

of the increases that are likely to occur in the domestic demand for agricul- 

tural products. We know much less, however, about the external demand for 

Canadian farm products or the role of imports in filling the domestic demand. 

Each of you who have accepted our invitation to participate in this Conference 

has an important interest in these agricultural trade questions, and with the 

trade policy objectives and domestic agricultural policy objectives that are 

pursued by Canada. 

The matters on which we will be exchanging information and views 

over the next few days are of great importance. While world trade has 

expanded rapidly over the past decade, it has largely been due to increased 

trade among the advanced countries. Furthermore, while the volume of world 

trade in agricultural products has grown rapidly during the past decade, it 

has not grown as fast as trade in manufactured goods and most of the increase 

in the volume of agricultural exports has been from the developed regions of 

the world. In the developed regions agricultural output per capita has 
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increased. In the less-developed countries, however, while food production 

has increased considerably, the production increase has in the main been wiped 

out by further acceleration of population growth during the past decade. 

These developments and others in the general trade and international 

monetary fields underlie many of the trade matters which are currently being 

considered by national governments and international agencies. The problems 

associated with agricultural trade are of extreme importance in the current 

Kennedy Round of negotiations being conducted under the General Agreement on 

Tariffs and Trade and a whole new approach to trade in agricultural products 

is being discussed. There is also the basic discontent of the less-developed 

countries that gave rise to the 1964 United Nations Conference on Trade and 

Development and the permanent structure that is being established as a 

result of that Conference. There are also the continuing efforts of the 

Food and Agriculture Organization towards solving the world's problems of 

food production and distribution. Its current emphasis is on an Indicative 

World Food Plan on which work was started recently. The World Food 

Programme is also being extended and expanded. In addition to such organiz 

ations, attention is being given to these problems by the International 

Federation of Agricultural Producers, the International Conference of Free 

Trade Unions and many other groups. Also, in the rapidly changing situation 

that we find ourselves in today, governments of individual countries are 

having a new look at these urgent problems. For example, a thorough re- 

2 

evaluation of United States agricultural policy is apparently under way. 

"The State of Food and Agriculture, 1965", recently published by 

FAO, reviews the second post-war decade and considers the world food 

outlook for the years ahead. The following paragraphs are from that review. 



"In the last ten years, the world's population has grown by 
about a fifth, representing an average annual rate of increase 
of 2 percent, which is much faster than ever before in history. 
In a number of developing countries the annual increase now 
exceeds 3 percent. This faster population growth has come 
mainly from substantial decreases in mortality, as a result 
of the improvement of medical services and advances in medical 
science. Mortality rates are likely to fall further, 
especially in the developing countries, and this will acceler 
ate their population growth still more. Moreover, the growing 
proportion of young people in the population as a result of 
recent population growth will tend to raise birth rates. 

'~he world population is now about 3,300 million, and the 
latest United Nations projections (still provisional) indicate 
a population of the order of 5,300 to 6,800 million at the end 
of the century in only 35 years' time, with a figure near 6,000 
million as the most likely expectation. Of this total, almost 
80 percent would be in the poorly nourished developing countries. 

'~erely to keep pace with the expected pcpulation increase without 
any improvement in diets would require total food supplies to be 
almost doubled by the year 2000, but present dietary levels in 
the developing countries are so inadequate that actual needs are 
far greater than this. Of the present world population, 10 to 
15 percent are undernourished and up to half suffer from some 
degree of hunger or malnutrition or both, according to FAO's 
Third World Food Survey. The survey sets targets for nutritional 
improvements which would involve increasing total food supplies 
in the developing countries to four times the recent level, and 
their supplies of animal products to six times this level by 
the turn of the century." 

These excerpts from the FAO report underline the enormous world 

needs for food in the years ahead. As the projections indicate, the world's 

population may be double what it is now by the end of this century. This 

would be a much more rapid rate of increase than the 60 per cent that 

occurred over the past 35 years. In the pas~ food production has increased 

rapidly enough to enable some increase in over-all per capita food 

production. The annual rate of increase in world agricultural production 

has averaged close to 2.0 per cent over the past 25 years, in comparison 

with a 1.5 per cent per annum increase in population. But the situation 
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differs greatly between the advanced countries and the less-developed 

countries, where about two thirds of the world's population now live. The 

population increase in the less-developed countries over the past decade 

has been 26 per cent. Over the same period agricultural production in these 

countries increased by only 30 per cent. In the developed countries popula 

tion increased by only 13 per cent while agricultural production increased by 

28 per cent. How the future needs of the less-developed countries are to be 

met is probably the most perplexing problem facing the world today. In the 

developed countries agriculture has been going through a rapid transformation, 

with substantial increases in productivity. Similar increases have not been 

attained, however, in the agriculture of the less-developed countries. It 

has proved more difficult than expected to apply in the developing countries 

the technological advances that have already had such an impact on the 

agriculture in the more developed parts of the world. 

4 

These are the realities of the new world picture which confronts 

us. We have to develop trade policies which will contribute to a solution 

of these problems. These would also be in our own interest. We know that 

Canada's future in world trade is dependent on rises in incomes throughout 

the world. And many of the agricultural products that Canadian farmers are 

able to produce efficiently are those that would be in great demand if 

incomes could be raised in countries where they are now very low. Trade 

policies are required which will enable the less-developed countries to 

participate more fully in the expansion of world trade. Improvements here 

would open up avenues for Canada to share in the food production increases 

that are going to be required. 



There is also scope for expanded programmes of aid to the less 

developed countries. Our participation in external aid activities that 

contribute to the development of low income countries can, of course, also 

be in our own long-term interests. And food aid has an important role in an 

over-all aid programme, although it should not be extended to the point 

where it is a deterrent to increasing agricultural production in the recipi 

ent countries. The capacity for agricultural production in the developed 

countries is by no means great enough to meet the expanding food needs of 

the less-developed countries. Most of the needed increase in food produc 

tion for the expanding population of the less-developed countries must take 

place in these countries. This suggests an expanded role for technical 

assistance which takes cognizance of the differing character of the produc 

tive capabilities in each of these countries. Canada should offer leader 

ship in approaching these problems and in developing international 

institutions which can effectively cope with them. 

The approaches taken to these external policies also affect 

domestic agricultural policy. It is obvious how interwoven the domestic and 

foreign agricultural policies of most developed countries have become. It is 

thus a necessary part of our discussions at this Conference to deal with the 

implications for domestic agricultural policy of suggestions made with 

respect to agricultural trade and aid policies. 

5 

One of the main purposes of this Conference is, through an 

exchange of views and information, to enhance the contribution that 

Canadians at many levels can make to the solution of these very difficult 

world problems. These matters do, of course, also have an enormous bearing 

on the prospects for economic growth and development of the Canadian economy. 



External expansionary forces have played an important role in the substan 

tially improved performance of the Canadian economy over the past few years. 

And agricultural product exports, while not increasing as rapidly as have 

more highly manufactured product exports, still make up a large part of 

Canada's exports. Furthermore, they have during the past year been a major 

contributor to the maintenance of the increase in Canada's exports. Except 

for wheat, however, our share of world agricultural exports has been 

declining. 
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In the attention which is currently being given to international 

food and agricultural problems there are extensive opportunities for Canada 

to offer leadership. As one of the very few countries potentially able to 

produce a considerable amount of food over and above its own requirements, 

our position is of considerable importance. We should participate fully in 

attempting to solve the many vexing problems of food production and distribu 

tion throughout the world. 



AGRlCULTUIŒ AND INTERNATIONAL TRADE: PRINCIPLES AND flEALIrIEti 

by 

John H. Young 

Professor of Economics 
University of British Collli~Jia 

It has been suggested to me that this could be a very short paper. 

After all, it was pointed out, the central principles of trade, both inter- 

national and domestic, have not changed in many a decade. These principles 

indicate that economic welfare will usually be maximized under a system in 

which prices are set at the levels which would prevail in competitive markets 

and the resulting allocation of resources is that which would exist under a 

competitive system. No exception is made in these principles for agriculture 

and thus there is no need to treat agriculture as a special case. 

The description of the realities, it was suggested, could be equally 

brief. All countries interfere with the free flow of international trade 

and in recent decades most governments have intervened directly in the 

markets for agricultural commodities. Thus barriers to the international 

movement of agricultural commodities are in many cases high or prohibitive 

in order that domestic programs of price support or production control will 

not be frustrated by foreign competition. 

There is thus a sharp conflict between principles and realities. 

This conflict should obviously be resolved in favour of the principles 

and the brief conclusion drawn that governments should withdraw from 

agricultural markets and seek the economic gains which would flow from 

domestic and international competition in the production and sale of 

agricultural commodities. 

I think you will agree that this is a brief answer but the more 
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important question is whether it is an adequate answer. fluch of the rest of 

this paper will be devoted to that issue. 



I - WELFARE ECONOMICS AND THE PRINCIPLES OF TRADE 

The first question to ask is whether the central principles of 

trade have in fact remained substantially unchanged and whether they are as 

simple as suggested. In discussing this question, I should like to confine 

the analysis to the advanced commercially-oriented countries of the world; 

that is, to the North Atlantic countries plus Australia, New Zealand and 

8 

Japan. This does not mean that we shall leave aside consideration of the 

less-developed countries or the Communist countries. It does mean, however, 

that in this paper no attempt will be made to grapple with the controversial 

issue of the commercial policies suitable for the less-developed countries. 

In recent years many have questioned the applicability of the principles of 

classical liberalism to the problems of the less-developed countries but 

this is not the question which we shall be discussing here. 

It is not only in applications to the less-developed countries 

that attacks have been forthcoming on the principles of classical liberalism. 

Over the course of the last two generations, major efforts have been made 

within the mainstream of traditional economics to show the limitations of 

these principles. One strand of this body of critical comment has stressed 

the extent to which recommendations on economic policy are dependent upon 

fairly specific value judgments. While it is probably true that the depen- 

dence on value judgments was always recognized, it was thought that the value 

judgments required were very broad indeed. For example, consider the 

following general conclusion of Adam Smith's on the allocation of resourcesll 

written almost two hundred years ago. 

li Adam Smith, The Wealth of Nations, Book IV, Chapter IX, 3rd para. from 
end. 



"Any system which endeavours, either by extraordinary 
encouragements to draw towards a particular species 
of industry a greater share of the capital of the 
society than would naturally go to it; or by extra 
ordinary restraints to force from a particular species 
of industry some share of the capital which would other 
wise by employed in it ••• retards, instead of accelerating 
the progress of society towards real wealth and greatness, 
and diminishes, instead of increasing, the real value 
of the annual produce of its land and labour." 

It is evident that Smith was directing his remarks to those who could be 

expected to be in favour of increasing the wealth of nations and his succes- 

sors did the same. They did not, however, feel the need of adding further 

assumptions. There was, contrary to the popular image, a genuine concern on 

their part for the economic welfare of the lower income groups, but inter- 

ferences with the market mechanism were considered likely to harm rather 

than help the position of these groups. Thus, after discussing the economic 

laws regulating wages, David Ricardo, writing in the early nineteenth centur~ 

concluded: 

"Like all other contracts, wages should be left to 
the fair and free competition of the market, and should 
never be controlled by the interference of the legislature."~/ 

As one follows the mainstream of British economic thought in the 

late 19th and early 20th century, one finds significant changes in the 

analysis of the operation of the market mechanism but little recognition of 

the extent to which the policy recommendations emerging from this analysis 

were dependent upon value judgments and other generalizations not amenable 

to scientific tests. This was notably the case with respect to interpersonal 

comparisons of utility, i.e., comparisons of the amount of satisfaction 

derived from income or consumption by different individuals or groups of 

9 
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individuals. Any changes in economic policy will ordinarily have a differen- 

tial effect on various individuals or groups of individuals, Some will find 

their incomes favourably affected and others will find their economic 

position worsened. If the satisfactions of different groups of individuals 

can be compared, then it is possible to match the increases in utility 

realized by the gainers against the loss of utility suffered by the losers, 

At around the turn of the century, Alfred Marshall was prepared to offer ilie 

following two generalizations relating to interpersonal comparisons: l/ 
", .. it would naturally be assumed that a shilling's worth of 
gratification to one Englishman might be taken as equivalent 
with a shilling's worth to another 'to start with' and 'until 
cause to the contrary was shown' ," 

10 

"",a pound's worth of satisfaction to an ordinary man is a 
much greater thing than a pound's worth of satisfaction to 
an ordinary rich man." 

These generalizations were put forward in a qualified way as applying to "the 

average of large numbers of people" and not to specific individuals but with- 

out these basic generalizations Marshall would have been unable to put forwam 

most of his observations on policy, 

Much the same applies to Professor Pigou's conclusions in the 

Economics of Welfare but with the difference that once the analysis had been 

cast in a more formal framework it was more vulnerable to attack.!/ Such an 

attack was forthcoming in 1932 when Lionel Robbins published his Essay on the 

Nature and Significance of Economic Science, Robbins made no claim to 

!/ Alfred Marshall, Principles of Economics, Eighth Edition, p, 130, 

!/ There is an analogy here with the quantity theory of money and the theory 
of price competition, When the quantity theory of money was formalized by 
Fisher and Marshall in the latter part of the 19th century, the equations 
began to be examined critically and the theory to be questioned, The same 
thing occurred when the broad notion of price competition was formalized 
into the theory of pure competition and questions were raised about the 
applicability of such an over-simplified theory to the real world, 



originality but by restating in a vigorous way the desirability of a sharp 

separation between scientific propositions and other propositions in economics 

he launched a basic attack on the kind of welfare economics developed by 

Marshall and Pigou, In particular he attacked the notion of interpersonal 

comparisons of utility by arguing that "there is no means of testing the 

magnitude of A's satisfaction as compared with B' s'", li As he put the same 

point in the preface to the Second Edition: "I contended that the aggrega- 

tian or comparison of the different satisfactions of different individuals 

involves judgments of value rather than judgments of fact, and that such 

judgments are beyond the scope of positive science,,,?:.1 Robbins' Essay 

provoked very sharp reactions with assertions being made that the acceptance 

of these views destroyed the usefulness of economics. Efforts were then made 

to see how far it was possible to make recommendations without relying on 

interpersonal comparisons of utility, 

A body of analysis which had been developed by Vilfredo Pareto 

appeared to offer a way out, Pareto had avoided interpersonal comparisons of 

utility and defined an optimal position as one for which no change could be 

made which could benefit everyone,11 This approach seemed to offer a chance 

li Lionel (now Lord) Robbins, An Essay on the Nature and Significance of 
Economic,Science, Second Edition, 1935, pp, 139-140, italics in the 
original, 

£.1 Ibid" vii, 

~I Vilfredo Pareto, Manuel d'Economie Politique, p, 354, The following is a 
succinct statement of Pareto's position: "Nous dirons que les membres 
d'une collectivité jouissent, dans une certaine position, du maximum 
d'ophélimité, quand il est impossible de trouver un moyen de s'éloigner 
très peu de cette position, de telle sorte que l'ophélimité dont jouit 
chacun des individus de cette collectivité' augmente" ou diminue, C' est-a 
dire que tout petit déplacement à partir de cette position a nécessaire 
ment pour effet d'augmenter l'ophélimité dont jouissent certain individus, 
et de diminuer celle dont jouissent d'autres: d'être agréable aux uns, 
désagréable aux autres," 

11 



for a new "welfare economics" which would be able to offer prescriptions but 

not be open to the charge of being based on fairly specific value judgments. 

A series of efforts were made by Kaldor, Hicks, Scitovsky and others to con- 

struct such a framework, but each such effort was shown to contain within it 

implicit value judgments which were fairly specific in nature. With succes- 

sive waves of destructive criticism, there was much talk of the bankruptcy 

of formal welfare economics and sharp clashes between the critics and those 

who feared th~t the weakening of welfare analysis would unduly narrow the 

scope of economics. Thus writing in 1951 almost twenty years after Robbins' 

attack on interpersonal comparisons of utility, Professor Pigou wrote:l/ 

"Now if we take random groups of people of the same race 
and brought up in the same country, we find that in many 
features that are comparable by objective tests they are 
on the average pretty much alike; and indeed, for funda 
mental characters we need not limit ourselves to people of 
the same race and country. On this basis we are entitled, 
I submit, to infer by analogy that they are probably pretty 
much alike in other re~pects also. In all practical 
affairs we act on that supposition •••• To deny this is 
to wreck,not merely Welfare Economics, but the whole 
apparatus of practical thought. On the basis of analogy, 
observation and intercourse, interpersonal comparisons 
can, as I think, properly be made; and, moreover, unless 
we have a special reason to believe the contrary, a given 
amount of stuff may be presumed to yield a similar amount 
of satisfaction, not indeed as between ~ one man and any 
other, but as between representative members of groups of 
individuals ••• " 

Professor Pigou's successor at Cambridge, Sir Dennis Robertson, 

took the same position, but the vast majority of economists have been unpre- 

pared to support interpersonal comparisons of utility as part of formal 

welfare economics. On the other hand, most economists firmly rely upon 

interpersonal comparisons in the informal welfare economics they use when 

considering current issues of economic policy. Indeed, on the face of it it 

would appear that a charge of hypocrisy or at least a charge of lack of 

li A. C. Pigou, "Some Aspects of Welfare Economics", ~, June 1951,p.292. 
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consistency could easily be brought against many economists. In their work 

in welfare economics they have proved to their own satisfaction that as 

economists they can say almost nothing and, at the same time, they have had 

no hesitation in voicing their views on economic policy making full use of 

their prestige as economists to influence opinion. 

On the whole such a charge would be unfair. It is true, for 

example, that at the very time that Professor Robbins was arguing for a 

narrow interpretation of the scope of propositions in economics, he was a 

very active and outspoken advocate of particular economic policies. It 

is also true, however, that he had pointed out explicitly in his Essay that 

he did not advocate "that economists should not deliver themselves on ethical 

questions". He had argued rather for the desirability of a clear separation 

between propositions of different kinds in the interests of more orderly 

discussion. Other economists who have been more uncompromising in the 

position that they have taken in discussions of welfare economics often 

make a point of setting their public pronouncements on policy within the 

context of a particular set of assumptions. To a considerable extent, 

however, it is true that the world of formal welfare economists and the world 

of policy-making have remained more sharply divided than is appropriate, and 

one of the tasks of the future is to bring them closer together. 

What does this brief and over-simplified treatment of welfare 

economics suggest for the issues with which we are concerned? Perhaps the 

most important lesson is that explicit and implicit value judgments and 

other presently untestable propositions playa very important part in deter 

mining policy recommendations. Thus, leaving aside all other complications, 

when it is asserted that steps should be taken over the long run to terminate 

subsidies to agriculture since the benefits to others will be greater than 
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the losses to farmers, this implies, among other things, that farmers and 

non-farmers can for this purpose be treated as broadly similar, Anyone who 

maintains that farmers and non-farmers should not be treated as broadly 

similar is plainly going to be little influenced by the rest of the economic 

reasoning which is used to establish this conclusion, 

There is little room for doubt that many who were born and raised 

on farms do in fact have a hidden assumption at the base of much of their 

thinking that the farmer is in some sense more deserving than others, Those 

who have spent many hours in the hot sun cannot help but feel that the dis 

comforts and hazards of farming put this kind of work on a different plane 

than the soft comfortable life of the city worker, This group is, however, 

a dwindling minority allover the world, In this generation there are many 

in the city who spent their formative years on farms and retain an active 

sympathy for the particular difficulties encountered by farmers, Their 

children, however, have had little direct experience of farm life and will 

not share their biases, It can be expected, therefore, that more and more 

those who feel that farm families, simply because they are farm families, 

merit special treatment will be a smaller and smaller fraction of the 

community, If those engaged in agriculture are to receive special assistance 

from public policy, a case will have to be made which is cast in terms 

similar to those used by other groups in the economy seeking special treat 

ment, 

II - INTERNATIONAL ECONOMIC ANALYSIS 

Before turning to the question of what kind of a case can be made 

for governmental assistance to, and regulation of, agriculture, it is worth 

asking whether in general such a case can be made for all industries, We 

have already seen that support for the free market mechanism entails some 
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fairly specific value judgments, It may be that placing reliance on the 

market mechanism also requires turning a blind eye to many deficiencies in 

the operation of such a system, Since in this paper our principal concern 

is with international trade in agricultural products, we need to ask whether 

there are major deficiencies in the free market system as it applies to trade 

among countries, 

The answer to this question offered by some specialists in inter 

national economics has changed over recent years, A few years ago there 

were many who were convinced that most countries of the world were faced by 

a permanent and intractable "dollar shortage" which would not yield to con 

ventional remedies, At that time, it was widely believed that expensive 

domestic food production was a desirable substitute for lower cost imported 

food if dollars were required to pay for the imports, This was not the view 

taken by the older international trade theorists and they strongly opposed 

views which to them appeared inconsistent with both theory and experience, 

They were little heeded,however, and books and articles were still pouring 

out on the "dollar shortage" when it began to be apparent that if there were 

a dollar problem it was one of dollar glut, The spectacular failure of the 

"dollar shortage" school undermined the influence of this type of reasoning 

and restored a measure of faith in the traditional analysis, For some years 

less was heard about the desirability of meeting balance of payments problems 

by import restrictions or the subsidization of import-competing production, 

In more recent days, the problems which have been encountered by 

the Americans in dealing with their balance of payments situation, the 

recurrent difficulties of the British, and the periodic crises arising in 

the payments positions of other countries have raised questions on the via 

bility of the existing international financial system, Unlike some of the 
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"dollar shortage" reasoning, this has not primarily been an attack on tradi 

tional analysis, Indeed, some of those who are most concerned with the 

existing state of affairs are among the most orthodox, 

What in effect has happened is the following, The Bretton Woods 

system envisaged a fixed exchange rate system, but one in which a change in 

an exchange rate could be made if a country found its balance of payments 

was in fundamental disequilibrium, In short, there were to be pegs, but the 

pegs were adjustable, In fact this is not the way in which things have 

worked out, With the one exception of the devaluations of 1949, there has 

been a considerable reluctance to make use of this adjustment mechanism, 

Opinions differ on the reason for this, In my view, a good case 

can be made that the adjustable peg system with frequent adjustment in the 

pegs is unworkable, The problem is that those dealing in the foreign 

exchange market are continually faced with the possibility that overnight 

they can gain or lose 10% - 20% on their exchange transactions, It is 

possible, within limits, to hedge against the likelihood of loss but very 

difficult to resist the temptation to try for a gain, Since in an adjustable 

peg system there is no reason to be in doubt on the direction in which a 

change would be forthcoming, there is no risk of serious loss in taking a 

speculative position, Thus if there is any reasonable chance that there 

will be a devaluation corporate treasurers and others are bound to take 

steps to avoid losses and if possible gain profits for those they represent, 

There has been a good deal of hostile comment about the foreign 

exchange speculator, but the most important speculators I have met are 

inoffensive gentlemen of moderate means who, however, bear heavy responsi 

bility as trustees of the interests of others, Their principal worry is 

that they will be shown not to have exercised good judgment in the use of 
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the funds at their disposal, and in general their actions can be classified 

as defensive rather than offensive. They can be expected to react sharply 

to the possibility of a devaluation and if the government of a country has 

shown an unwillingness to defend its currency against a speculative movement, 

that currency will be vulnerable to any adverse movement however unimportant. 

There is thus a tendency to regard a change in the exchange rate as a step 

which must not be taken lightly. This can easily be extended to the view 

that this is a step which should only be taken when all else fails. Thus the 

adjustable peg system can easily become a peg system with the adjustable 

elements becoming domestic expenditure and prices. 

Such a system can work smoothly if nations are prepared to sacrifice 

a large part of their capacity to determine their own domestic economic 

policies. Under the classical international gold standard, the basic 

principle was widely accepted that the gold standard must be preserved and 

all other policies subordinated to this aim. This is not the case today. 

We have had ample experience in recent years of the understandable reluctance 

of national governments to subordinate their domestic economic policies to 

equilibrium in the balance of payments. If the choice is between high employ 

ment with rising prices and international equilibrium, it is only with great 

reluctance and much delay that countries have typically been prepared to 

apply the kind of severe domestic measures which will have the desired inter 

national effect. This is the dilemma posed by the existing international 

financial system. Pursuit of domestic policy objectives may for a time be 

consistent with international equilibrium. The day comes, however, when this 

is not the case and if, for the reasons cited above, there is great resistence 

to adjustments in the exchange rate, then a hard choice must be made. 
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Is there no escape from this kind of hard choice? The short 

answer is that ultimately there is no escape for a country which wishes to 

remain part of a fairly open international system. There are, however, two 

ways in which some elements of flexibility can be introduced into the system. 

The first is the use by some countries of flexible exchange rates. This 

system need not be completely general. If all non-reserve currency 

countries had flexible exchange rates, the reserve currencies would be in 

effect flexible, except in relation to one another, It is often forgotten 

that by maintaining a flexible exchange rate system for the Canadian dollar 

we in effect made the United States dollar flexible for a significant portion 

of all American foreign transactions, In other words, if the United States 

were going to lose exchange reserves they were clearly not going to lose 

them to a country which had adopted a system which ensured virtual stability 

in its foreign exchange reserves, 

We in Canada bear a heavy responsibility for the actions taken in 

1961-62 which led to the decline and fall of the Canadian flexible exchange 

rate system, In the preceding decade we had demonstrated that a major 

trading country which was a recipient of capital on an enormous and changing 

scale could carryon its international transactions with an exchange rate 

which was flexible but moved within narrow limits, If we had retained the 

system, which with efficient management could have been done, there is no 

question that those currently considering changes in the international 

financial system would have had to weigh the strengths and weaknesses of 

flexible exchange rates, It might have been found that our kind of 

"constrained" flexible exchange rate system, in which the rate moved but was 

expected to remain over the years within a fairly narrow range, might well 

have been a system which would have proved suitable for a number of non- 
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reserve countries, As things turned out, we threw away our flexible exchange 

rate through fundamental errors in economic policy-making, and the myth is 

rapidly being established, both abroad and in Canada, that this conclusively 

demonstrates the inappropriateness of this type of system, As a result, 

when, as has been the case in the last two or three years, official consi 

deration is being given to ways and means of improving the international 

financial system, the discussion explicitly excludes any consideration of 

flexible exchange rates, 

A second way of ameliorating the conflict between domestic and 

international policy objectives is through an increase in foreign exchange 

reserves, This lies close to the heart of the discussion of international 

liquidity, If countries are prepared to have their domestic economic 

policies dominated by international considerations, or prepared to adapt 

their domestic policies quickly and forcefully if there is any change in thar 

international position, little need will be felt for a substantial level of 

foreign exchange reserves or the right to borrow exchange reserves from 

othe-r countries or international institutions, If, on the other hand, 

countries are to be in a position to pursue domestic policies which from 

time to time are a bit out of step with those of their neighbours, or if 

they are to have a certain amount of time to adapt their domestic policies 

in the light of a changing international position, then this need for 

reserves and lines of credit is much greater. 

Reserves and borrowing rights can do no more than provide a 

breathing space and do not change the fact that under a system of fixed 

rates there is not much room for discrep~ncies among countries in price 

trends, and therefore not much room for variation in trends of wages and 

other factor returns relative to changes in productivity. Nevertheless, the 
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length of the rein is a matter of considerable importance, A significant 

measure of international give-and-take can provide countries with a measure 

of freedom over the short run, If that freedom is not used judiciously, 

then the rein tightens and the freedom is lost, If, on the other hand, as 

countries pass through various phases in their international positions they 

use the periods afforded by reserves and borrowing rights to set in train 

remedial courses of action, then the discipline of the international system 

is firm but mild rather than harsh and confining, 

What place is there in this system for import restrictions, tariff 

changes, or subsidization of exports or import-competing production? In 

particular, to what extent is the subsidization of agricultural output an 

appropriate device for remedying balance of payments difficulties? Enough 

has probably been said explicitly and implicitly to indicate that the role 

of devices such as this is likely to be a small one in an international 

system which is working well, Over the long run countries must adapt to the 

international environment and permanently established import restrictions, 

tariffs, or domestic subsidy programmes alter some of the results of long 

term adaptation but do not lessen the need for it, Over the short run, 

changes in rates or reserves can bridge gaps without the distortions and 

misallocations which arise from the use of restrictions and subsidies, 

Emergency situations do occur, however, and in recent years most developed 

countries have resorted to temporary restrictions of one kind or another, 

Agriculture is not, however, the most obvious choice for such 

manipulation, Many other industries have a shorter production period and 

can not only respond more quickly to change but can also adjust more readily 

when the crisis has passed, Similarly, there are many other co~odities 

which are regarded as less essential than food and other agricultural 
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products. From the point of view of both production and consumption, there- 

fore, agricultuœis not an industry well suited for offsetting adverse 

movements in the balance of payments. 

III - THE SPECIAL CHARACTERISTICS OF AGRICULTURE 

We have now looked at two aspects of the principles of trade to 

see the extent to which it can be said that these principles provide guidance 

for reaching judgments on the desirability of freer international trade in 

agricultural products. While it is evident that these principles are not 

quite as simple and straightforward as suggested in the introduction to this 

paper, it is not obvious that they provide much support for the subsidizing 

of agriculture and accompanying restrictions on international trade. We are, 

however, very frequently told that agriculture has a number of special 

characteristics which differentiate this industry from others. Some of 

these characteristics affect the ability of agriculture to perform satisfac- 

torily in the short run, while others have an adverse influence over the 
2/ 

long run. We can do no more than touch upon some of these characteristics 

in this paper. 

The evidence indicates that the extent of short run instability in 

agricultural prices is greater than in most other industries. This can be 

attributed, among other things, to the short run price inelasticity of supply 

and demand, and the fact that short run shifts in the supply of many agri- 

cultural products occur in response to changing weather conditions and other 

short run influences. These characteristics help to introduce a good deal 

of uncertainty into some branches of agriculture. The farmer must begin by 

2/ The terms short run and long run are used in a conventional way. Over 
the long run, plant and equipment can be added or withdrawn from the 
industry while over the short run changes can only occur within the 
limits set by existing plant and equipment. 
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contending with weather, disease and other uncertainties provided by nature, 

This is only the beginning, He does not know how much he is going to produce 

but even if he did he would not know what his income was going to be, If 

things turn out well and the crop is a large one for most farmers, then in 

the absence of any special stabilizing arrangements high output on the one 

hand will tend to be offset by a low price on the other, With demand curves 

for most agricultural products which are inelastic over the relevant portion~ 

an increase in quantity leads to a decline rather than a rise in revenue, 

In some industries significant price declines are prevented by 

reductions in supply, For many agricultural products, however, the short 

run price elasticity of supply is very low, Once the seed is in the ground 

a commitment has been made, and given the limited share of total cost 

involved in harvesting and marketing prices can fall substantially in the 

short run with little effect on output, Even over a period when production 

adjustments can be made, the elasticity of supply of agricultural products 

as a whole tends to be low, A high proportion of all costs are fixed costs 

and if the farmer and his family are prepared to continue to provide their 

labour, prices can fall very low without a pronounced effect on output, 

With inelastic demand and supply curves, any shift in either demand 

or supply can lead to wide price fluctuations which if quickly reversed do 

not help to provide guidance for future production, Thus it is that many 

economists who wish to minimize the extent to which the government replaces 

or supplements the free market have been prepared to support measures to 

reduce short term price instability, 

If agricultural policies in the developed countries had not gone.any 

further than the introduction of measures to encourage short run price 

stability, then little would have been heard about the serious side effects 
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of such policies, In most countries, however, other measures have been con 

sidered necessary to deal with special characteristics of agriculture of a 

long-term nature, It is difficult to generalize for a number of countries, 

but five of these characteristics are found in the agricultural sectors of 

most developed economies, The first is a low income elasticity of demand for 

agricultural products, i,e" increases in income lead to a much less than 

proportionate increase in the demand for farm products, The second is a 

rapid rate of technological change, This has been a characteristic of agri 

culture in many countries and has meant a rapid decline in the quantity of 

resources required to produce a given output, The third is a rapid rise in 

the quantity of capital employed in agriculture in recent years, This is 

partly a response to the opportunities presented by technological change, but 

is also a consequence of the rise in savings generated by the rapid growth in 

incomes in the post-war period. Farmers have been able to finance substantial 

additions to capital from their own resources and steps have been taken in 

many countries to give farmers readier access to the savings of others, 

The logical consequence of these three characteristics is clear, 

If demand is not growing rapidly but output per man is increasing sharply, 

then it is evident that unless there is a rapid reduction in the number of 

people engaged in agriculture, a long-term income problem will exist, A 

fourth characteristic of agriculture stands in the way of an easy adjustment 

to this problem, There is often an understandable reluctance on the part of 

some people to move from one industrial plant to another, or from one occupa 

tion to another, even if this will lead to a rise in income, If, however, 

the change can be made without a significant break in the pattern of life, no 

serious problem arises and the move takes place, If, on the other hand, as 

is frequently the case with a shift from agriculture to an urban occupation 
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what is required is a change in the type of work, extent of supervision, 

regularity of hours, place of residence, etc., the change is much more 

difficult to make. It should come as no surprise, therefore, that in spite 

of the fact that there have been significant absolute declines in the agri 

cultural labour forces of all developed countries, in many the adjustment 

has not gone far enough to equalize net advantages in agriculture and other 

industries. 

It should be added that while the shift of labour out of agricultu~ 

has been inadequate in most countries the movement has been surprisingly 

large in recent years. For example, in Canada the Labour Force Survey 

showed 1,186,000 people employed in agriculture in 1946. By 1964 this number 

had declined to 630,000. Ten years ago when future changes in the labour 

force were being considered by the Royal Commission on Canada's Economic 

Prospects it was expected that a decline would occur from 1955 to 1980, 

leading at the latter date to a total of 735,000. This number was reached 

by 1958 and one study carried out for the Economic Council of Canada has 

estimated potential employment in Canadian agriculture by 1970 will be 

543,000. In the United States, the Paley Commission writing in 1951 estimated 

that there would be a drop of at least 10% in the agricultural labour force 

of the United States in the next twenty-five years. In fact, there was a 

decline of almost 25% in the next ten years and a further decline in the 

succeeding period. 

A fifth characteristic of agriculture, and one which influences the 

way in which the industry performs over both the short and long run, is that 

agriculture, in the absence of special arrangements, is a close approximation 

to a purely competitive industry. The number of producers of any particular 

agricultural product is so large that unless they combine or through govern- 



ment intervention are able to achieve similar effects, they are unable to 

exercise any significant influence over prices. It has frequently been 

suggested that this is in sharp contrast to the industrial structure encoun 

tered elsewhere in the economy, and further suggested that measures which 

introduce monopoly elements into the production and marketing of agricultural 

products are desirable as a method of offsetting this imbalance. This will 

be discussed in other papers, but a definitive position on this issue is 

greatly complicated by the fact that economists have not succeeded in 

reaching even very broad agreement on the extent to which monopolistic 

elements affect the allocation of resources in the economy as a whole. 

IV - COMMERCIAL POLICY AND THE REALITIES OF INTERNATIONAL TRADE 

There is no need to describe to this audience the realities of 

international trade in agricultural products, but it may be useful to draw 

together a few broad generalizations which will help to isolate any discre 

pancy between the various sets of principles we can adopt and the realities 

as they presently exist. 

It may be useful to begin by outlining the broad general shifts in 

the commercial policies of the major trading nations of the world which have 

occurred in the last century. It is not easy to make changes which run 

against the general trend and the broad drift of commercial policy only 

changes direction on rare occasions. In the middle of the nineteenth century 

there was a major movement led by the United Kingdom in the direction of the 

freeing of trade. The United Kingdom went the whole distance by removing 

all duties the primary purpose of which was protection for domestic output. 

Other major trading nations responded to this change and in the middle 

decades of the nineteenth century there was a considerable reduction in 

tariff barriers. This movement began to be reversed in the eighteen-seventies, 
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our National Policy Tariff being part of this movement, With the exception 

of the United Kingdom, which remained a free-trade country, tariff levels 

around the world increased significantly, This pattern persisted up to the 

First World War and beyond, In spite of considerable efforts to initiate 

changes, little was accomplished in the way of tariff reductions in the 

ninteen-twenties and in some important cases the direction was towards 

increases in barriers, The United Kingdom made the first steps away from 

free trade during this period and it is noteworthy that the main lines of the 

Smoot-Hawley tariff in the United States were settled during the late 

nineteen-twenties, 

In the nineteen-thirties there was, of course, a very sharp rise 

in barriers to trade as countries attempted to increase their individual 

levels of domestic economic activity by restricting purchases from other 

nations, For a single country, this was an attractive possibility although 

purchased at a cost, but when the practice became general it was self 

defeating and most countries were left with the cost of increased trade 

barriers with little or no net gain in economic activity, 

It was the lessons of this period and the initiative shown by a 

group of men in the United States and elsewhere which led to the drive for 

a reduction of trade barriers and the establishment of a mutually agreed 

order which would inhibit disruptive changes in trade barriers, It would be 

wrong to exaggerate the gains achieved through the General Agreement on 

Tariffs and Trade but the movement has been in the right direction and the 

relative absence of disruptive changes in tariffs has helped to make possible 

large-scale increases in the international movement of goods, 

Indeed, the very substantial increase in the level of international 

trade is one of the remarkable and surprising characteristics of the post-war 
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period. During the inter-war period and right through the early post-war 

years, it was widely believed that international trade would playa smaller 

role in the future than in the past. In some cases this was a prediction, in 

others it was a policy recommendation, and in still others a combination of 

the two. For example, in 1933 Keynes wrote an article on national self- 

sufficiency in which he urged that under the conditions of the time there 

was much to be said for a reduction in the international flow of goods and 

capital. 

"Ideas, knowledge, science, hospitality, travel - 
these are the things which should of their nature 
be international. But let goods be homespun when- 
ever it is reasonably and conveniently possible, 11 
and, above all, let finance be primarily nat ional."- 

At the same time, he suggested that basic economic changes were 

reducing the importance of international trade and making national self- 

sufficiency less costly. 

" ••• over an increasingly wide range of industrial 
products, and perhaps of agricultural products also, 
I have become doubtful whether the economic loss of 
national self-sufficiency is great enough to outweigh the 
other advantages of gradually bringing the producer and 
the consumer within the orbit of the same national, 
economic and financial organization. Experience accumulates 
to prove that most modern processes of mass production 
can be performed in most countries and climates with 
equal efficiency. Moreover, with greater wealth, both 
primary and manufactured products playa smaller relative 
part in the national economy compared with houses, personal 
services, and local amenities, which are not equally available 
for international exchange; with the result that a moderate 
increase in the real cost of primary and manufactured 
products consequent on greater national self-sufficiency 
may cease to be of serious consequence when weighed in 
the balance against advantages of a different kind." £/ 

1/ J, M, Keynes, "National Self-Sufficiency", Yale Review, 1933, P. 758. 

£1 Ibid" p, 760. 
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As was often the case, Keynes was bolder and less orthodox than 

his contemporaries, but even those, such as Professor Robertson, who held 

no brief for national self-sufficiency, argued that international trade 

might well decline in importance. Robertson's reasoning was in some respects 

similar to that of Keynes, but also was in part based on the view held at 

the time that population would grow much more slowly in the future than in 

the past. This was expected to lead to a decline in world trade in food and 

a decline in the level of foreign investment required to provide the intra 

structure for rapidly expanding overseas countries. 

This view of the future of international trade persisted into the 

post-war period, and some of the long-term predictions on industrial struc 

ture turned out to be accurate. To take only the case of Canada, between 

1926 and 1964 the relative contribution of agriculture to the gross domestic 

product fell from 18% to 5%; forestry, fishing and trapping declined from 

just over 2% to just over 1%. On the other hand, mining and oil wells rose 

from just over 3% to just over 4%, and manufacturing from just under 22% to 

over 26%. The net result of these changes was that the commodity producing 

sectors of the Canadian economy declined from around 45% of the economy in 

1926 to about 37% in 1964. To the extent that commodity producing sectors 

have a higher share of international trade, shifts of this kind will reduce 

the relative importance of international transactions. 

A pessimistic appraisal of the future of international trade was 

reinforced by many of the developments of the early post-war years. To those 

looking out upon the world in the late 1940's, it was very easy to believe 

that payments restrictions on trade and the inconvertibility of major 

currencies would become a permanent part of the landscape. This is not the 

way things turned out. While there have been many setbacks, and while there 
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are still no grounds for complacency today, it is nevertheless the case that 

the 1950's brought a trade and payments environment for the developed 

countries which has some claim to be regarded as normal, In this environ 

ment, international trade has flourished, The rate of growth during the 

last decade, as Haberler has pointed out, has exceeded that of total produc 

tion for the first time in the last century, This in itself is not a matter 

of great significance but it does indicate that steps to increase the level 

of international trade in agricultural products would not need to be taken 

in the face of sharply contrasting trends in the level of trade in other 

commodities and services, 

v - CONCLUSION 

Some of the issues raised in this paper will be settled in the 

papers which are to follow it, Other issues will have to await a much 

fuller understanding than we presently have of the way in which economies 

work, while others involve considerations which lie beyond the bounds of 

economics, A few concluding remarks will, however, be offered on the extent 

to which familiar economic principles provide some guidelines for policy in 

the area of international trade in agricultural products, 

As pointed out earlier, much recent discussion in the articles and 

books written by and for academic economists suggests that little, if any 

thing, remains of the principles which were once thought to provide clear 

guidance for economic policy, This attack from within the citadel has been 

supported by an assault from Professor Galbraith dismissing some of the 

fundamental principles as pieces of "conventional wisdo~', Thus we have had 

at one and the same time talk of the wreck of welfare economics while in 

other quarters competition has been dismissed as a hopeless alternative and 

"countervailing power" seen as the principal means by which economic groups 
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can offset the market power of other groups. 

Both of these attacks have provided a useful stimulus to further 

analysis and new empirical work. But most economists, including those who 

have contributed to recent developments in welfare economics, do not regard 

the results of work in this area as impinging very seriously on broadly 

accepted principles. For example, Mr. I. M. D. Little, the author of 

A Critigue of Welfare Economics, later wrote a book entitled The Price of 

Fuel. In the preface to the latter book he pointed out that he and other 

welfare theorists would be inclined to hedge many policy recommendations 

with warnings and exceptions. He went on to add: 

"But this is very far from saying that I do not think 
that particular policies should be partly, and sometimes 
even wholly, based on economic principles. I think they 
should be. Indeed, one may well ask how such a problem 
as that of the best fuel policy could possibly be solved 
by anything other than the familiar economic principles; 
for they are the only principles which have been evolved 
for our guidance in how best to use scarce resources," }:_I 

If we can proceed to make a cautious use of familiar economic 

principles in spite of modern welfare economics, can we also continue to 

believe that competition, if supplemented by short term stabilization 

measures, still has a crucial part to play? It is worth noting that over 

the last decade or more Professor Galbraith, who is not only a shrewd 

observer but also a most persuasive advocate, has not succeeded in con- 

vincing many economists of the general validity of his position. It may 

be, therefore, that the traditional analysis still has much to contribute 

to the solution of agricultural problems. 

It is also worth emphasizing that the solution of agricultural 

problems may have an importance which goes well beyond the share of produc- 

tion" of this industry in various countries of the world. While the 

li I. M. D. Little, The Price of Fuel, 1953, p. xi. 
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growth of international trade in industrial products has been very rapid in 

the post-war period, there is good reason to suppose that it could have been 

even higher if there had been freer trade in agricultural products, It is 

the indirect effects of this kind which increase the importance of any steps 

taken to develop agricultural policies which deal with fundamental issues 

and which do not severely restrict the flow of international trade, If all 

countries could be convinced of the fact that agriculture was a special case 

which would not and should not be brought up when international economic 

arrangements are under discussion, the indirect effects would be minimal, 

Unfortunately, countries which expect to benefit from access to foreign 

markets for their agricultural exports are not prepared to leave agriculture 

to one side, As a result, controversies over the arrangements for agricul 

tural products can poison the whole atmosphere of commercial policy discussions 

and prevent other steps being taken to free trade over a wide range of other 

goods and services, 
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WORLD AGRICULTURAL PRODUCTION AND TRADE 11 

by 

Frank: Shefrin 
Canada Department of Agriculture 

A postwar development is the division of the world into three 

broad economic groupings - developed,~1 developing and centrally planned. 

Each group of countries can be categorized by its policies, its progress 

and its problems, but there is an interrelationship and interdependence 

between these economic groups. Agricultural production and trade in each 

is affected by different influences and policies, and has shown different 

rates of growth. 

During the postwar period the agricultural sector in each of the 

developed countries, producing mainly temperate-zone agricultural products, 

has followed a similar pattern of development. There has been a relative 

decline in the importance of agriculture in the economy of these countries 

with investment in agriculture increasing and productivity making remarkable 

progress. 

II The United Nations and its Regional Economic Commissions, the Food and 
Agriculture Organization (FAO), the Organization for Econorni c Co 
operation and Developnent (OECD), the United States Department of 
Agriculture, the Commonwealth Economic Committee, and others have over 
the past 20 years published many volumes of statistical data on 
agricultural production and trade, and analyses and evaluations of 
trends and policies. These reports (see bibliography) are valuable 
and comprehensive contributions. The author of this paper has made 
free and full use of the information contained in these many volumes. 
The manner of use is his responsibility. 

~I This group includes North America, Western Europe, Oceania and Japan. 
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The expansion of domestic agricultural production in developed 

countries resulting from rapid technological advances brought increases in 

yields and output in both exporting and importing countries. At the same 

time there was an intensification of price support and trade restriction 

policies in importing countries and price support measures in sOJOO of the 

exporting countries. These domestic and trade policies have not been in 

harmony and have had the combined effect of raising supplies of many 
11 

temperate-zone products to levels in excess of absorptive capacities ot 

these countries which are the traditional high-income markets. At the same 

time in almost all of the developed countries there have been declines in 

the per capita consumption of the traditional staple foods like cereals, 

potatoes, and other root crops. The steady rise in the population has 

alleviated some of the per capita decline. Most of the increase in food 

consumption in these countries has been in livestock products and fruit 

and vegetables. 

Stocks are concentrated mainly in North America. In contrast to 

the 1930's, most of the stocks are now government held or financed. The 

surplus stocks initially consisted mainly of temperate-zone products 

especially grains,and North America in recent years held about 70 per cent 

of the world agricultural stocks. The first period of expansion in wheat 

stocks up to 1954 coincided with the period of recovery in the main 1m- 

porting areas and with a period of relatively slow growth in world trade. 

The small reduction in stocks to 1958-59 was largelJr due to the growth in 

United States P.L. 480 shipnents. Subsequently, variation in production, 

continued P .L. 480 shiJ;Jllents and the entry of Mainland China and the USSR 

JI TEIIlperat&-zone products are 'Wheat, coarse grains(inc1uding corn and 
sorghums), meats (including also poultry and eggs), and dairy products. 
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have prevented the acC\UID..Ù..ation of record stocks beyond the peak of 1961. 

Besides wheat, other grains also accumulated, but surplus w.eat stocks are 

more burdensome than coarse grain stocks because the latter are less 

dependent on export markets. 

The accumulation of dairy products has been small compared to 

grain stocks, but the availability of excess supplies of butter and cheese 

in both exporting and importing markets has had a disproportionate effect 

on international prices primarily because the United Kingdom is the only 

major open market for dairy products. 

In contrast, the developing countries as a whole have shown no 

decline in the relative importance of their agricultural industry. The 

rate of agricultural expansion bas falled to keep pace with popuJ.ation 

growth. Furthermore, the proportion of non-food agricultural production is 

somewhat higher in the developing countries than in the developed regions. 

Food supplies have been maintained by increased imports fram developed 

countries and mainly on concessional terms. Same of the countries in this 

group shifted from net exporters in the prewar period to net i,mporters. 

During the same period the countries in the centra~ planned 

grouping (Eastern Europe, the USSR and Mainland China) have shown a sub 

stantial but not consistent rate or gain in agricultural pt'oduction. As a 

result of bad weather and inability to maintain this rate of expansion 

this group of countries became ilIlportant bey-era of wheat (and other grains) 

in the first half of the 1960'S. 

In global terms, over the past two decades there has been an 

eocpa.nsion in outplt and trade of agricultural products. However, the gains 

have not been the same for all regions nor for all countries. 
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The purpose of this paper is to trace the pattern of change that 

has occurred, especiaJ.ly since the end of World War II, in agricultural 

production and trade and to indicate the current patterns and relationships. 

The main emphasis is on countries producing temperate-zone products. In 

addition, there are separate sections on the commodities of major interest 

to Canada, such as wheat and other grains, meats and dairy products,which 

in aggregate make up 85 per cent of Canada's agricultural income. These 

commodity sections outline the changes that have occurred and indicate 

current developnents. The paper does not deal with policy factors although 

policies are referred to when essential. other papers in this series are 

concerned with policy aspects. 
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I. PRODUCTION 

World agricultural production in the mid-sixties is about 70 per 

cent greater than prewar. Production per capita for the same period,however, 

showed a gain of only 10 per cent. Similar increases took place in total 

and per capita production of food. Although both developed and developing 

countries showed similar gains in total output, the developing regions fell 

behind in per capita production with no gain during the past decade. 

For the world as a whole, crop and livestock production have ex 

panded at almost the same rate, but there has been a more rapid gain in 

output of livestock and livestock products in the developed regions and in 

crops in the developing regions. Soybeans, barley, corn, meat and eggs 

showed a faster rate of gain than wheat. 

Regional Trends 

Despite wartime setbacks recovery of the agricultural industry 



11 
in v-lestern Europe (the OECD countries) was rapid, especially between 

1947-48 and 1953-54. The rate of gain was modest during the balance of 

the 1950's but marked advances were made during the early 1960's. The 

total gain was nearly 50 per cent between prewar and the early 1960' s , 

Grain production increased about 30 per cent since the mid-fifties - 
?J 

mainly due to higher yields but also some substitution of wheat, barley 

and corn for the Lower yielding rye ani oats and some increase in acreage. 

The gain in livestock production in this region has been even greater with 

dependence on imported grains for livestock feeding increasing further - 

rising from 19 per cent of the total grains fed in 1952-53 to about 25 

per cent in the early years of the 1960's. The production of poultry meat 

ls no longer a by-product of egg production, increasing about 140 per cent 

during the past lO-year period. 

11 The OECD European countries include: Austria, Belgium, Denmark, 
France, F.R. Germany, Greece, Iceland, Ireland, Italy, Luxembourg, 
Netherlands, Norw~, Portugal, Spain,Sweden, Switzerland, Turkey, 
United Kingdom. Within this broad grouping are members of the EEC 
and EFTA. 

?J The developed countries in Ivestern Europe and other regions have shown 
substantial gains in productivity during the period under review. New 
higher yielding varieties of wheat and barley are being introduced 
constantly. 
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In total it is estimated that by the early 1960's the degree of 

self-sufficiency in Western Europe had reached 78 per cent for crops and 
Jj 

85 per cent for livestock. 

North America and Oceania showed somewhat greater rates of gain 

in output between prewar and the first half of the 1960's, around 62 per 

cent and 69 per cent respectively. In the United States, production 

expanded even faster since the mid-fifties than in the previous decade. 

While the crop area decreased, crop production per acre increased by 31 

per cent from 1j~54 to 1962-64 and livestock production per unit by 

28 per cent. 

Canadian agricultural production in the five years 196~64, has 

been 66 per cent greater in volume than the immediate prewar output. Com- 

pared with the early postwar period, total output is up by almost 40 per 

cent. The average rate of growth per year in net agricultural output since 

1935 has been about one per cent and since 1946 it has been 1.5 per cent. 

Various factors have combined to increase farm output. Grain production 

is up by 83 per cent over prewar, the result of a larger acreage and higher 

yields. Output of dairy products has shown a general upward trend with the 

v The FAO reports that in Western Europe the percentage of self 
sufficiency for all major foodstuffs combined rose from 79 per cent 
in 1948-52 to 82 per cent in 1953-55 and remained at this level in 
1959-61. In trade terms, however, this change was substantial, equal 
to about $1,100 million worth of imports. Changes were larger in the 
case of some individual products, especially wheat and sugar, affecting 
the trade of particular exporting countries. West European self 
sufficiency diminished only in coarse grains, oilseeds and vegetable 
fats am o11s, and tobacco. In the early 1960' s the BEC produced 
86.0 per cent of its wheat requirements, 71 per cent of the feed 
grains, 96 per cent of the meat, 90 per cent of the eggs, 99 per cent 
of the cheese, 97 per cent of the butter, and 45 per cent of the fats 
and oils. 
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exception of the years 1945 to 1953. Average annual milk output per animal 

in the recent five-year period has been 53 per cent greater than prewar 

while numbers of milk cows are dovn by 22 per cent. Production of poultry 

meat in 1960-64 tripled over prevffir and total egg output doubled with the 

average rate of egg lay increasing by 40 per cent. The trend of livestock 

production has been more cyclical but for 1960-64 it was 66 per cent greater 

than prewar , The volume of livestock for slaughter in 1964 was an all-time 

high; the previous high was in 1943. 

In Australia there were substantial gains in sheep numbers and 

wheat output. In New Zealand the recent major increases in output have 

been in the sheep industry and beef production, although emphasis in the 

early 1950's was in dairying. 

The developing countries, while making important contributions to 

world production, e.g., about 17 per cent of the grain other than rice 

individua~ showed varying rates of gain in production. However, most of 

the agricultural production came from subsistence farming, with little 

entering cOlImercial channels. Furthermore, the yields per acre shoved a 
11 

Lower rate of growth than in developed countries. There are large numbers 

of cattle in India, Africa and tropical Latin America, but yields of milk 

Ji The 1965 CEC report on grains points out that the differences in 
yields achieved in the more and les6 developed countries have tended to 
become greater. The gap is particularly wide between average yields of 
wheat and barley in Western Europe and in Asian countries such as India 
and Pakistan and,in the case of rice between the yields obtained 
regularly in Italy, the United States and Japan on the one hand, and 
Indonesia, Thailand, India and Pakistan on the other. 
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and meat have remained low and most of the production is for family or 

local village consumption. There are, of course, exceptions among devel.op- 

ing countries. Argentina is an important exporter of wheat and corn. 

Argentina and Uruguay are important suppliers of beef and veal in world 

markets, accounting in the early 1960's for about 35 per cent of world 

exports of this commodity. On the "mole, however, agricultural food pro- 

duction while increasing at the same rate as in more developed countries, 

did not match the rate of gro,,~h of population in this group of countries. 

In Eastern Europe and the USSR, production increased faster over 

the past decade especially in the late 1950's than in any other main region 

of the world. In general the region was self-sufficient, and the Soviet 

Union was a net exporter of grains. Even so, production in the region has 

generally fallen behind planned targets. In 1963 and 1965 production, 

especially in the USSR, dropped because of adverse weabher , 

II. INTERNATIONAL TRADE 
.Y. World agricultural exports in the mid-1960's were about 50 per 

cent above the prewar period, showing a lesser gain than that for output. 

The rate of gain in the postwar period is also less than in the prewar 

period of the 1920' s and in the early 1900' s , The food and feed component 

of total agricultural exports increased by 60 per cent, more than total 

agricultural exports. Most of this increase in exports occurred since 

the mid-1950's and mainly between developed countries, especially the 

intra-regional. trade in "\'lestern Europe. 

Jj Exports, unless indicated other-d.se , include both commercial and 
concessional sales. 
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The expansion of international trade that occurred during the 

1950's, especially in the latter half, was largely influenced by the massive 

movement of agricultural products on concessional terms, mainly through 
11 

the United States P.L. 480 Program to developing countries. In the 

first half of the 1960's the levels of world agricultural exports and 

imports were maintained and raised by the large purchases of wheat by 
y 

Mainland China and the USSR from Canada, Australia, France, Argentina 

, and the United States. 

International trade in agricultural products, especi~ during 

the past decade, has been characterized by an abundant supply of most 

commodities, but for many of them demand in major markets has continued 

to grow slowq. The rate of increase has also been slower than the 

growth of trade in manufactured goods. 

The underlying reasons for this aLower- growth in total agricul- 

tural trade in comparison to the growth of world trade as a whole has been 

brought out in the various U.N. reports. Some of these reasons are: 

11 An FAO estimate shows that if an approximate allowance is made for 
these special exports, the increase in the value of shipments during 
the 1948-52 to 1959-61 period from North America falls from 42 to 26 
per cent, and the world average from 17.5 to 14.6 per cent. 

y Imports of wheat and wheat flour by the USSR, Mainland China and 
Eastern Europe during the 1960-64 period equalled 22 per cent of world 
imports (the world total includes sales on special terms). 
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Regional Trade Patterns 

During the period under review there have been shifts in the 

flow of trade. Since 1938, the developed countries have increased their 

share of total world trade from 67 to 72 per cent, but their share of world 

agricultural exports has declined from 59 per cent in 1938 to 52 per cent 

in 1959-61. In 1938, the developed countries accounted for 83 per cent 

of all agricultural imports; in 1959-61, they accounted for 71 per cent. 

These trends are in direct contrast to those for the developing countries 

which increased their share of both exports and imports of world agricul 

tural trade. 

On a regional basis Hestern Europe and Oceania doubled the 

volume of exports when compared with the prewar period. The largest 

expansion occurred in North America with 1964 exports being 150 per cent 

a) the slow growth of demand for food at the higher income levels now 

reached in the main importing countries, especially in terms of 

quantity, leaving aside the added cost due to more elaborate pro 

cessing and methods of distribution; 

b) the rather slow gro .. rth of population in l,vestern Europe, the largest 

importing region; 

c) increased agricultural production in the developed countries (including 

the largest importing countries) as a result of improved methods in 

agriculture, generally encouraged further by price supports and 

subsidies paid mainly for social reasons; 

d) in the case of developing countries the competition of synthetic sub 

stitutes with many natural raw materials of agricultural origin which 

they produce, and more economical use of raw materials in general. 
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above the prewar period, and food and feed items showing an even much 
11 

.greater gain. The Far East Region showed a decline in volume of agricul- 

tural exports between the prewar period and 1964, despite a recovery since 

1957. Latin American exports showed fair gains in the 1960ls after a 

lengthy period of little progress over the prewar period. 

The trems for imports ani exports varied between regions. The 

volume of agricultural imports into v[estern Europe and North America showed 

considerably lesser gains than that of exports during the postwar period 

and as compared to the prewar period - the percentage gains for both regions 

combined between the prewar period and the 1960-63 period being about 30 

per cent for imports and 90 per cent for exports. In both regions, imports 

of beverages and tobacco showed greater gains than imports of food and 

feeds. On the other hand, the volume of imports into Latin America, the 

Far East and Africa increased during the period under review by about 150 

per cent, 68 per cent and 260 per cen~ respectively. 

To sum up, North America and Western Europe increased agricul- 

tural exports faster than agricultural imports. In Latin America and 

North Africa, net exporting regions, the increase in exports did not 

keep pace with growth in imports. Asia and the Far East have shifted from 

a net exporter status to that of a net importer. Thus, while the develop- 

ing countries have made some gains in agricultural exports and imports 

!I Canadian agricultural exports during the same period rose by about 
110 per cent. 
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1960' s this area had become a net importer of grain. 

11 
the gap between developed and developing countries is still great. 

The countries making up the Soviet Bloc (the USSR and Eastern 

Europe) were the breadbasket of Europe before World \1ar I with annual 

exports of grain averaging 16 million metric tons, more than half the net 

imports of Europe at that time. By the mid-thirties net exports of 

grain from the Soviet Bloc were less than one-third as large and by the 

A statistical breakdown by regions shows that at the beginning 

of the 1960's North America's share of over-all world exports of agricul- 

tural products is 20 per cent; Vlestern Europe 24 per cent; Oceania and 

South Africa 8 per cent. The centrally planned countries' share is li 

per cent. 

Intra-regional Trade 

A more detailed analysis shows that a considerable percentage of 

the increase in exports and imports of agricultural products has been intra- 

regional rather than interregional. Intra-regional trade accounts for 

nearly 70 per cent of the agricultural exports of Western Europe, and it 

was mainly this expansion that caused the rapid growth in the volume of 

this region's exports. This trend is of direct concern mainly to other 

11 A United States study estimates that in 1959-61 the value of agricul 
tural exports was $31.00 per capita, only 25 per cent of total exports 
for developed countries and $11.00, or 55 per cent for developing 
countries. The developed countries imported about $48.00 per capita 
of agricultural products. The developing countries averaged about 
$5.00 of agricultural imports per capita. This relatively low level 
of agricultural imports per capita reflects the concentration on 
imports of capital goods for industrialization in developing countries. 
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temperate-zone producing countries in "\vestern Europe who are not members of 

the two trading areas, and to North America and Oceania, since these 

regions supply 65-75 per cent of the combined EEC and EFTA net imports of 

temperate-zone farm products. 

For North America most of the increase in trade was on account of 

United States shipments on concessional terms since 1954; commercial 

exports from the region increased by only five per cent between 1952-53 and 

1959-61. Vl'ithin the region there has also been an expansion of total 

agricultural trade between Canada and the United States. United States 
11 

farm exports to Canada have doubled between 1950-54 and 1963. On the 

other hand, agricultural imports by the United States from Canada, after 

making gains in the ear~ postwar years, have in recent years declined. 

However, the combined value of exports and imports moved within the North 

American region had risen about fivefold between prewar and 1963, 

although the increase since the 1950-54 period has been very small. 

Concessional Sales 

We had indicated earlier that the world level of exports of 

agricultural products was heavily influenced by the development of con- 

cessional sales and the recent expansion of communist country purchases 

of wheat. It is estimated that during the first half of the 1960's around 

50 per cent of world trade in wheat moved under concessional sales or to 

communist countries. 

11 United States sources are inclined to use a lower figure claiming 
that current published data include intransit shipments of grain 
and soybeans to unlmown destinations. 
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The technique of export sales of agricultural products under 

special or concessional terms is unique to the post World War II period. 

The conditions and purposes of this type of sale have varied over the past 

two decades, but the volume has remained substantial. The United States 

is the largest supplier of agricultural products under this procedure. 

Hheat and other grains have consituted the bulk of the shi.pnente , with 

dairy products being the other major group. Exports on concessional terms 

have in recent years constituted about five per cent of global agricul- 

tural exports. 

FAO estimates show that between 1956-57 and 1962-63 total con- 

cessional sales of wheat and wheat flour by all countries ranged between 

27 and 37 per cent of world exports, and for coarse grains between 10 and 

25 per cent. The United States is the main supplier of .meat under con- 
11 

cessional terms. Thus the proportion of wheat imports obtained by the 

developing countries as a whole on concessional terms from the United 

States increased from 38 per cent of their total net imports in 1955-56 

to 60 per cent in 1959-60 and 196cr61. During this period, the proportion 

of concessional imports to total net imports of wheat rose from 39 to 71 

11 During the period under review the United States special exports of 
wheat and wheat flour ranged around 30 per cent of \'I'Orld exports and 
for coarse grains between 19 and 11 per cent. Canada's export of 
wheat and wheat flour under special terms (including credit sales to 
China) climbed from 1.7 per cent of total world exports for the 
average period 1954-55 to 1959-60 to 6.3 per cent in 1961-62 and 5.5 
per cent in 1962-63. 
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per cent in the Far East and to a lesser extent in Latin America. It 

fluctuated a good deal in Africa largely because of ,~de annual changes in 

grain imports into the United Arab Republic. 

During the 1954-55 to 1959-60 period the United States exports 

of corn, barley, oats and soybeans under special programs amounted to 20 

per cent, 12 per cent, 9 per cent, and 30 per cent, respectively, of total 

world exports. Unlike wheat, concessional exports of corn and soybeans 

dropped markedly during the early 1960's. During the 1962-64 period, 

United States concessional sales as a per cent of total \'lorld exports 

dropped to 7 per cent for corn, and 20 per cent for soybeans. Dairy pro 

ducts were also moved but in considerably smaller volume, e.g. dried milk 

concessional sales equalled 7 per cent of worl.d trade in the 1962-64 period. 

The use of concessional sales or sales on special terms has had a 

twofold effect. On the one hand it has often resulted in markets of comr 

mercial exporters such as Canada being undercut or lost by these special 

sales. On the other hand these special sales have at times provided an 

"umbrellall over corrmercial markets. 

East-l'lest Trade 

Agricultural exports fram developed countries to centrally 

planned countries during the 1955-62 period averaged $1. 5 billion per year, 

or 40 per cent of the non-communist countries' total exports to the 

corrmunist countries (except Cuba and Yugoslavia). Agricult ural imports 

fram the communist countries averaged one billion dollars annually or 

about 28 per cent of total exports from this group of countries. The 

most rapid period of expansion was in the latter half of the 1950's. 
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Over half of the agricultural exports to the coasnumst, 

countries were cotton, rubber, grains and wool. Exports of grain to the 

Soviet Union have fluctuated with the size of the Soviet crop, but until 

1963 they were small. Purchases of wheat and wheat flour in 1956 by the 

Soviet Union aaounbed to only 16 million bushels. In 1963 and 1965, the 

Soviet Union purchases of wheat from Canada alone totaled 450 million 

bushels. Mainland China, the Soviet Union, and other communist countries 

ilr.ported in 1963-64 and 1964-65 around one billion bushels of wheat (in 

cluding wheat flour equivalent). It should be noted that the East 

European countries as a group and Mainland China have been regular 

importers on an annual basis over the past five years. 

The Soviet Bloc countries and Mairùand China agricultural 

exports, which consist mairùy of transactions within the group, during the 

period under revie"l included livestock and livestock products, grain, fats, 

oils and oilseeds, fruit, vegetables and tobacco. The Soviet Union's 

main agricultural export to the ~'lest in the late 1950' s was wheat 

'imen its total annual exports averaged 150 million bushels. The East 

European countries' agricultural exports were more diversified "lith 

the emphasis on livestock and livestock products; the region's annual 

exports of livestock products during the period (1955-62) varied as 

follows: meat, trom 190,000 to 200,000 tons; butter, tDOm 32,000 to 

39,000 tons; cheese, from 8,000 to 23,000 tons; and eggs, from 60,000 

to 98,000 tons. The main importing region outside the Soviet Bloc was 

i'lestern Europe, and the main country, Britain. The region supplied about 

15 per cent (50,000 tons) of Britain's total bacon and canned meat imports 

in the late 1950' s , and there has been little change since. The East-West 
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trade in butter has been more limited, e.g.,Eastern European countries 

during the same period exported annually about 19,000 tons of butter to 

Britain accounting for about five per cent of Britain's total butter 

imports. The main supplier of bacon and butter from the region to Britain 

is Poland. United States agricultural trade with the communist countries 

has been mainly with Poland, and nearly all the grain shipped to Poland 

has been under P.L. 480. The major United States import has been canned 

meat, nearly all from Poland, which during the 1955-62 period averaged 

about 30 million pounds. 

Mainland China has been a rice and soybean exporter in general, 

and in the late 1950's its annual exports averaged 1.5 million tons of 

rice and one million tons of soybeans. These have declined substantiallJr 

in the 1960' s , In addition to rice and soybeans, Mainland China exported 

other farm products including livestock and livestock products, fruit, 

poultry and eggs, tobacco, etc. 11arkets for Chinese agricultural products 

wer-e located priJrerily in the Communist Bloc and other Asian countries. 

In the first half of the 1960's there has been a sharp decline in trade 

between China and the USSR and other Eastern European countries. 

Summary 

To sum up, Canada's current commercial markets are Western 

Europe, the United States and Japan. Canada's main competitors are the 

industrialized countries of \vestern Europe and the United States to whom 

she sells temperate-zone farm products. The entry of Mainland China and 

the USSR as major wheat importers has broadened the commercial market for 

wheat. To date the centrally planned economies have not provided any 

substantial outlets for livestock products. The developing countries 

continue to be minor commercial outlets for the agricultural exporting 

countries. 
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COIlIDlodity-wise, while wheat continues to be the big item in trade, 

coarse grain and meat exports have also shown substantial increases in 

trade, but the conmerci.al, export, movement of dairy products in total has 

shown lesser gains. These changes in the pattern of cOIlIDlodity trade 

reflect the rise in the level of income in developed countries. The 

market for grains and high protein feeds expanded in line with the 

III.~ 

increasing numbers of livestock being fed and the substitution of wheat 

for other foods, for example,in Japan and It~. Compared with prewar, 

world trade in wheat has nearly trebled by 1960-63. Exports of other 

grains have doubled. Meat exp:>rts have risen by 90 per cent and cattle 

exports by nearly 75 per cent; exports of such dairy products as powdered 

rr~lk and canned milk have quadrupled; and cheese has doubled. 

All Grains 

A combination of increased acreage and higher yield has re- 

sulted in world output increasing substantially from about 650 million 

tons in 1949-53 to more than 900 million tons in recent years, an average 

of three per cent per year. VJorld exports have moved at a faster rate 

than production and the two main features of the pcsbwar wor-Ld grain 
11 

markets are: (1) the sharp rise in the volume of trade, and (2) the 

11 The volume of world shipments of grains has more than doubled since 
before the war. Vlorld exports of wheat in 1964, including flour in 
wheat equivalent, amounted to some 55 million tons, representing 
nearly a fifth of the total wheat production (apart from that of 
China). This proportion was appreciably higher than prewar, when 
about an eighth of the wheat output entered international trade, and 
also higher than in the earlier postwar years, when the ratio was 
generally around a sixth. 
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existence of larger surpluses of grains, especially Wheat, since the early 

1950's, owing to technological progress, price and income support policies, 

and the slovTly rising and even "at.agnant." level of consumption in many 

exporting and importing countries. 

The principal partners in world grain trade during the 1950's 

and 1.960' s are the developed countries of the temperate zones, Whose share 

of world grain exports rose from 68 per cent in 1953-55 to 76 per cent in 

1959-61, and to 87 per cent in 1963, while their share of grain imports 

ranged around 65 per cent. Western Europe continues to be an important 

although declining market for "theat exports from outside the region. 

Japan, who prewar imported very little wheat, became an impor 

tant market in the postwar period, importing seven per cent of world 

imports, mainly from the United States and Canada. 

vlorld grain trade has also been stimulated by the growth ot both 

exports and imports of centrally planned economies. In recent years, 

these countries have turned from net exporters into net importers of wheat 

and of grains as a whole. The share of world grain exports by these countries 

had changed little in the 1950's but their imports had trebled during the 

fifties, rising from 10 per cent of the \'lOrld total in 1953-55 to 14 per 

cent in 1959-61, largely as a result of the purchases by Mainland China. 

However, in the sixties imports by the USSR, Mainland China and other 

communist countries raised the percentage to 25 by 1963-64. 

In the postwar years the international trade in wheat has become 

relatively more important for the grain economies ot a few exporting 

countries with highly developed agriculture and there has been a conce~ 

tration within the trade. The bulk of the world's .-theat trade is shared 
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between the United States (40 per cent), Canada (20 per cent), Australia, 

Argentina and France. For com, the United States exports 50 per cent 

follo\ved by Argentina, France, Mexico, South Africa, Rumania, Thailand 

and Yugoslavia. The major barley exporters are the United States and 

France, foUm-led by Canada, Australia, F.R. Germany, the Uni ted Kingdom, 

and Syria. The United States is also the leading exporter of grain 

sorghum which has become an important feed grain. 

The main cœmercâal, markets are also concentrated with \'lestern 

Europe, including the United Kingdom and the EEC, Japan, USSR and 

Mainland China.,important for wheat and to some extent coarse grains. 

Eastern Europe has been a growing importer for both USSR and recently other 

exporters of wheat.The main P.L. 4$0 wheat markets are India, Pakistan, 

Brazil and the United Arab Republic. 

li 
vlorld production of wheat averaged 18 per cent higher in 

196<r63 than in 195<r54 and 52 per cent above the prewar total. AU 

regions, especially the Soviet Union, contributed to the increase. The 

coincidence of large USSR, Canadian and i'lest European harvests in 1962-63 

took production to a new record of 236 million tons, which represented a 

63 per cent increase over the prewar average, as compared \Vith the 22 per 

cent expansion in wheat area. It also represents a considerably faster 

rate of grovrth than that of world population, which (excluding China) rose 

by 35 per cent. 

In Canada, acreage under wheat had exceeded 25 million acres 

before the second world war and had expanded to 27 million acres by 1953. 

li Excluding Mainland China. 



Then it fell to 21 million acres by 1957 and 1958, but with improved pros 

pects for exports expanded in the first half of the 19601 s beyond prewar 

levels. Total production of wheat has nearly doubled since prevrar , rising 

from an average 263 million bushels to 526 million bushels in 1960-63. 

United States wheat acreage was reduced by 41 per cent between 

1949 and 1954 and has remained at about the 1954 level, but output in 1964 

was slightly higher than in 1949 reflecting general agricultural progress 

particularly in fertilizer use and mechanization. The reduction in area 

"as achieved through the fixing of an acreage allotment of 55 million acres 

every year since 1954-55 (except for 1962-63 when it was cut to 50 million). 

Acreage and production in Australia declined in the 1950ls by 23 

per cent but production was about seven per cent higher than the pr-ewar 

period. However, since the low point of 1956-57 following the shift in 

the relative profitability of .. iheat grorring and sheep raising, there has 

been a remarkable recovery to a total of 15.3 million acres for 1960-63, a 

gain of 94 per cent over 1956-57 and production increasing for the same 

period by 116 per cent. 

In Western Europe gains in acreage and production over the prewar 

period occurred during the 1950's. Although boundary changes after the 

Second World War transferred acreage producing 15 million tons of wheat 

from Western Europe into Eastern Europe, crops expanded during the fifties 

by 10 million tons in iVestern Europe or one-fifth over the prewar level, 

and net imports were barely maintained. The level of self-sufficiency in 

wheat production in the United Kingdom rose from 23 per cent in the prewar 

period to 41 per cent by 1963. France, the fifth largest .lbeat grower 
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Acreages in the developing countries have also shown substan- 

in the world,has increased output by 28 per cent in the same period 

,d thout any increase in acreage. 

tial gains. However , acreage in Argentina has been consistently below 

the prewar average, reflecting the impact of government economic policies. 

The trend in wheat exports (including the ,'meat equivalent of 

flour) shows that by 1963 and 1964 North America had the largest gain in 

volume - nearzy six-fold more than pr evar , It should be noted that while 

Canada's volume of exports increased marked:cy, its share of world wheat 

trade dropped from 31 per cent in the prewar period to 23 per cent in 

1963 and 28 per cent in 1964. During the same period United States 

exports showed a remarkable increase and its share of world trade in 
11 

wheat climbed from eight per cent to nearly 40 per cent. Australian 

exports nearly doubled during this period; exports from Argentina showed 

a decline of nearly 50 per cent. Gross wheat exports by Western Europe rose 

nearly fourfold, but the region's share of world exports remained about 

the same in both periods - nine per cent. Up to 1963 exports of wheat 

by the Eastern European countries and the USSR expanded substantially - 

nearly threefold. 

Wheat (and wheat flour equivalent) imports into the USSR, East 

Europe and Mainland China during the period 1960-61 to 196)-64 came 

mainly from Canada - 40 per cent - ./ho was the most important supplier of 

17 There has, however, been a change in destination. In 1935-39 the 
developed countries accounted for 75 per cent of all United States 
,.meat and rice exports vlhich were quite small. By 1959-61 these 
countries accounted for only 33 per cent of these exports. 
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wheat to this group of countries. Australia was second, approaching the 

30 per cent IIl&rk. The United States, France and Argentina were the other 

important suppliers. Argentina became an important supplier to Mainland 

China in 1963-64 but Australia and Canada remain the two important 

sources with France also making regular shipnents. 

Exports on concessional terms have accounted for the consider 

able expansion in imports of wheat and wheat flour into developing 

countries. They increased from seven million tons in 1954-55 to 

over 16 million tons in 1961-62. 

World trade in flour has expanded steadizy in the past three 

decades increasing from an average of about three million tons in the 

1930's to around 4.5 million tons in the earzy 1950's and to over six 

million tons in the 1960's. But the relative importance of flour in 

total wheat and flour trade has declined steadilJr since the early 1930' IS. 

This steady decline reflected two factors - firstzy, the very substantial 

increase in imports of wheat grain by developing countries such as India, 

Ma.inla.nd China, Brazil am. Pakistan, and secondly, the change from flour 

to wheat imports in maey developing tropical countries following the 

establishment of domestic milling industries. The latter development 

affected adversely Canada's flour exports. 

The pattern of world trade in flour changed considerably during 

the 1950's when the leading exporting countries were the United States and 

Canada, closely followed by Australia. By the early 1960'S, United 

States exports made up nearly one-half of the larger volume of world flour 

trade, but the bulk of trade was on special terms. Since the mid-1950's, 

shipnents of flour under special programs, lIl&inly from the United States, 
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increased rapidly and by 1962-63 constituted as much as 35 per cent of tot 

al world flour exportB.The exports of Canada and Australia had declined 

substantially, but Germany, France and, in some years, Italy became major 

flour exporters, while Il18.lV other countries have emerged as small or ir 

regular exporters. The volume of trade on conunercial terms, however, has 

sho~m little change during the last decade. The loss of commercial 

markets by Australia, Canada and the United States was offset by gains 

made by Germany, France and Italy. 

Imports of Canadian flour by the United Kingdom and other l'lest 

European countries have declined from 670,000 tons in the early 1950' s to 

360,000 tons during the early sixties, and exports have virtually ceased 

to Latin America am the Far East, due to construction and expansion of 
flour mills in those areas. There has been some gain in Canadian exports 

to some of the African countries, and to the USSR. 

Coarse Grains 

World production of all coarse grains increased by over 50 per 

cent over that of the period before the last war. However, the relative 

shares of coarse grains and wheat remain much the same, i.e. ,69 and 31 

per cent respectively. Within the coarse grain total, production of corn, 

barley and sorghum increased substantially in absolute terms and moderately 

in relation to all other grains. World production levels of oats and ry-e 

have remained more or less stationary, and the share of these two grains 

in the over-all grains total has accordingly declined. The United States 

produces half of the world output of corn which reached a record high in 

1963. The United States also has the highest yield per acre for corn. 

The USSR and the United States are the major barley producers, the former 



doubling its output during the 1950's. The United States is the largest 

producer of sorghums, having tripled its production since the beginning 

of the 1950's. 

Barley production in Canada has been affected by the expansion 

of barley growing in Western Europe and reduced prospects for 

exports. Between 1948-52 and 1962-64 Canadian barley production dropped 

by 15 per cent. However , barley production has increased about 16 

million tons in Western Europe, allnost two-thirds of this increase occur 

ring in the United Kingdom and France, with France emerging as a relatively 

larger exporter. 

The principal features of world trade in coarse grains are: 

(a) the 10w proportion of world production entering international. trade, 

especially as compared to wheat, reflecting the small volume of marketed 

supplies in most countries; (b) a high rate of gro.rth of international 

trade in the last decade, following half a century of stagnation; and 

(c) a relatively constant share, in the long-run, of coarse grains as & 

group, in the total world grain trade. 

About eight per cent of world output of coarse grains enters 

international markets, compared with 25 per cent for wheat. Among 

individual coarse grains, the tonnage of exports in relation to world 

production is highest for barley and lowest for oats. The volume of 

international trade in coarse grains has more than doubled in the course 

of the 1950'S, reflecting on the import side the rapid growth of 

livestock production in the developed countries, especially in Western 

Europe and Japan. In recent years there has been a steady increase in 

the use of grains for feeding livestock, and by 1960-61 roughly half the 
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world consumption of grains (excluding rice) was accounted for in this 

way. Over the period 1955-56 to 1960-61, an additional 44 million tons 

of grains were used for feed, campared with an additional 17 million tons 

for food. Most of this increased consumption of feed grains has been 

associated with rising meat production. On the export side, the 

expansion of world trade in feed grains in recent years has been due 

mainly to the strong increase in net exports by the United States, fram 

3.3 million tons in 1951-52 to 15.5 in 1963-64, or from less than one 

fourth to nearly one-half of world exports. During the same period, 

exports from Argentina rose from 1.2 to 3.8 million tons, from Australia 

from 0.6 to 0.7 millions, while France has turned fram the position of 

net importer of some 1.0 million tons at the beginning of the fifties to 

that of net exporter of 1.5 million tons during the 1962-64 period. 

Canada's shipments during the 1951-52 to 1963-64 period showed a downward 

trend and currently is a small net exporter. 

As in the case of wheat, the degree of concentration is much 

higher on the side of exports than imports, wi th the United States alone 

responsible for nearly one-half of world coarse grain exports during the 

period under review and, with an additional five countries, Argentina, 

Canada, France, South Africa and Australia (in order of average exports), 

accounting for another third of world exports. By contrast, the three 

leading importers - the United Kingdom, Germarzy and the Netherlands, took 

between them only 45 per cent of world imports and ,as marzy as nine major 

importers were responsible for three-fourths of total imports. 
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IV. 'HEAT 

Production 

A significant development in meat production is its expansion in 
11 

the main net importing regions, T,'festern Europe and North America 

(especially the United States) accompanied by a rising demand an~ sub- 

stantial increases in per capita consumption of meat. By the end of the 

1950's both regions together produced about 10.4 million tons more meat 

than ten years before. This compares with an increase of about 10.7 

million tons in consumption. 

Horld meat production (excluding J.1ainland China) has shown a 

steady upward movement, a rise of 60 per cent by 1963 over 1948-52, and 

well over SO per cent over the prewar average. The gains in meat output 

for the postwar period were beef and veal 53 per cent, pigmeat 82 per cent, 

mutton and lamb 44 per cent, ani poultry meat nearly fourfold. Gains were 

high over the past decade. Production of meat by 1960-63 had doubled over 

the prewar level in the more important meat-producing areas in \lestern 

Europe, North America and the Soviet Union. 

About half of the "[orld' s meat supply (beef, veal, pigmeat, 

mutton, lamb and poultry meat) in 1963 consisted of beef, another 41. per 

cent of pork. The United States and USSR account for 40 per cent of the 

world's meat production. The United States produced twice as much as the 

Soviet Union and accounted for more than one-fourth of the world's supply. 

11 A most significant development on the export side during the 1950's was 
the large increase in meat exports from countries of Western and 
Eastern Europe. By contrast, the growth was much slower in the large 
exporting countries of the Southern Hemisphere, reflecting a less 
satisfactory development of production than in Europe and a fast 
expansion of population. 
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A feature of the world's meat economy during the fifties was the 

rapid expansion in production of poultry meat, due mainly to the increasing 

adoption of large-scale methods in raising chickens (broile~, originally 

developed in the United States. In both Western Europe and North America, 

the production of poultry meat grew at much higher rates than that of other 

categories of meat. 

In the EEC, the trend of production kept pace with consumption 

so that the degree of self-sufficiency over the decade ending with 1963 

changed lit tIe. This expansion can be large:cy explained by three factors: 

(1) by the strong demand which generally provided ready markets at relative- 

1y favorable prices; (2) by the marked improvements in management and 

feeding practices; and (3) by the price and income support measures for 

livestock producers. Eastern Europe and the USSR showed substantial gains 

and are approximately self-sufficient in respect to meat supplies but at a 

relatively low level of per capita consumption. 

In contrast to the marked increases in production in the two 

major importing regions, progress has been slow in Latin America, which 

before the war ranked first as a net exporter of meat. The percentage 

increases were the largest in pigmeat and poultry meat, but the share of 

these categories in the region's total meat production is small in co~ 

parison with beef, which has expanded at a lower rate than in any of the 

other regions. 

Meat production in Australia and New Zealand in 1959-61 was 35 

per cent larger ;;han in 194B-52 and, by 1963, 56 per cent. In both 

countries considerable investments have been made to improve pastures, 

and to provide better transport facilities. This enabled Australia and 



New Zealand to take full advantage of the opportunities offered by the 

United States market. Meat production rose during the 1950's at an 

average annual rate of three per cent. The increase was greatest in 

mutton and lamb, with a 40 per cent expansion in sheep numbers between 

1948-52 and 1959-61. 

International Trade 

vlorld trade in meats represents about seven per cent of world 

production. Exports have expanded markedly during the past decade with 

the strong growth of demand in importing countries coinciding with an 

increase in production in most major exporting countries. Total exports 

during 1960-63 were about double that of the prewar period, and exports of 

live animals during the same period rose by nearly 80 per cent. The 

postwar period has witnessed a strong and expanding demand for meat, 

especially in Western and Eastern Europe, the USSR and North America. In 

the decade between 1950 and 1960, world consumption per capita (excluding 

Mainland China) rose by about 22 per cent. In the developed countries as 

a whole the increase amounted to nearly 35 per .cent compared with about 

three per cent for the developing areas. The expansion affected most 

kinds of meat but was least marked in mutton and lamb. In many countries, 

it was the most spectacular for poultry for which declining production 

costs permitted low prices which in turn stimulated consumption. Lower 

costs also helped to increase pigmeat consumption in Western Europe; in 

North America, however, consumption declined slightly on a per capita 

basis, while remaining at a high level. In the case of beef, rising 

incomes and pronounced consumer preference strengthened demand sufficiently 

to increase consumption at higher relative prices in virtually all the 
advanced countries. 
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The main flow of meat trade among the developed countries 

consists of imports (i) into the United Kingdom from New Zealand, 

Argentina, Australia and Continental Europe, especially Denmark; (ii) into 

F .R. Germany and Italy from sources in Ivestern Europe; (iii) into the 

United States from Canada, Australia and New Zealand; and (iv) into Japan, 

which has in recent years become a major importer from Australia, the 

United States and New Zealand. Canada, which had become an important 

supplier of bacon to the United Kingdom during the war years, has not 

shipped any since 1950. 

New Zealand, Denmark, Argentina, and Australia accounted for 

about 60 per cent of the "lOrld' s meat exports in 1963. The United States 

and the United Kingdom together imported three-quarters of the world meat 

shipment. The United Kingdom account-s for more than half of this total. 

The EEC is the third most important market. 

An important development was the shift of North America from 

a small net exporter during 194&-52 to a significant net importer. This 

was largely because of greatly expanded imports of beef and cattle into 

the United States since 1958, and more recently the substantial increase in 

United States imports of mutton and lamb from Australia and New Zealand, 

particularly for processing and canning. However, even including net inr 

ports of cattle, North America's net illlport balance in 1959-61 was still 
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only one-fourth the figure for \1estern Europe (including United Kingdom). 

Before World 'Lvar II Canada was a net exporter but since 1950 has on net 

terms been a small net exporter or net importer. 
11 

Western Europe also increased her gross imports. Trade among 

the European countries during the 1950' s approximately trebled and nearly 

40 per cent of the international meat trade takes place between countries 

of 'Vlestern Europe where the largest exporters are Denmark, the Netherlands 

and Ireland, and their principal customers the United Kingdom, Germany and 

Italy. Unlike the latter two countries, the United Kingdom gets about 

half of its imports in value terms from sources in the Southern Hemisphere. 

It should be noted that although vlestern Europe is the largest net importer, 

due to increased production, it has shown little increase in net imports 

since the beginning of the 1950's. 

Detailed analyses of Hestern Europe by countries show that the 

growth of imports into the United Kingdom during the fifties was relatively 

slm.. In 1959-61, imports of all meats, including live aniIllals in terms 

of carcass weight, were 28 per cent above 1948-52 while at the same time 

the volume of world meat trade increased by 88 per cent. The United 

11 Gross imports of meat by vlestern Europe and North America taken 
together rose sharply between 1948-52 and 1959-61, by almost 70 
per cent in meat, 110 per cent in cattle, and more than 500 per cent 
for pigs. In 1959-61, the two regions accounted for about 80 per cent 
of world gross imports of meat. Their combined shares in world importe 
of cattle and of pigs were 70 and 45 per cent respectively. Total 
gross importe of I'lestern Europe in 1959-61 were 2.54 million tons 
compared "lith 1.56 million tons in 1948-52. 
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Kingdom accounted for only 40 per cent of vrorld imports at the end of the 

fifties, compared \-d.th nearly 60 per cent in 1948-52. Comparing United 

Kingdom imports in 1959-61 Vlith prewar r imports of carcass beef declined 

by 40 per cent and pork by 70 per cent. By 1963, the United Kingdom 

produced nearly 70 per cent of its supplies of carcass meat and offal, 

compared with the prewar average of 51 per cent. 

Although meat production made great progress in F.R. Gern~ny 

and Italy, it Vias not enough to meet the rapidly groid.ng demand, and 

imports into both countries at the end of the fifties were much larger 

than during 1948-52 and 1934-38. France in the postwar period moved from 

a net importer to a net exporter of beef and veal. 

The principal exports from Eastern Europe, mainly Poland and 

Hungary, have been pigmeat (pork, bacon, canned pig products an:!. live 

pigs) and poultry. \·Jestern markets, particularly the United Kingdom, 

F.R. Germany and Italy - and the United States provided the main outlets. 

Exports from the most important surplus area - Australia and 

New Zealand - rose to 775,000 tons during the 1950's, i.e. ,by 30 per cent 

during the period under review and continued upward in the 1960' s. In 

Latin America, the second largest net exporting region, there was an 

increase of 25 per cent in net exports, from 470,000 in 1948-52 to 

5S5,OOO tons in 1959-61. 

Imports of developing countries expanded somewhat, but still 

represented in the period 1959-61 only around 12 per cent of the estimated 

value of world imports of meat and live animals. 



v. DAmy PRODUCTS, 

In most developed countries dairy price-support policies in con- 

junction with the technical advances in milk production have encouraged a 

rapid expansion of production. Even in countries wher-e there had been a 

slight reduction in guaranteed prices (e.g., the Netherlands, the United 

Kingdom), production has continued to increase. Farmers have thus tended 
11 

to continue in dairying rather than t,o embark on other enterprises. 

Production 

l'Torld milk production rose from 255 million metric tons in the 

prewar period to 351 million tons in 1960-63. The estimate for 1964-65 is 

355 million metric tons which is an increase of nearly 40 per cent over 

prewar , On a regional basis half of this increase occurred in North America 
y 

and Vlestern Europe. On a percentage basis both Canada and the United 

States showed a considerab~ smaller increase in milk output than the world 

total. At the same time the USSR had a substantial increase in milk output, 

raising its share of world production fran 13 per cent to nearly 18 per cent 

in the period under review. 11estern Europe showed no change, at 30 per cent, 

but North America's share of world output declined from 21 per cent to 18 

per cent. Canada's share showed a Slight decline. 

11 The growth of milk production in the EEC countries between 1961 and 1963 
was temporarily checked, as the rate of increase slowed down~ In North 
America the trend in milk production has been the same as in Europe. 

y Hilk production in '\iestern Europe, North America and Oceania, with about 
20 per cent of the '-forld' s population accounts for about 55 per cent of 
the total production. 
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The increase in production was largely due to higher output per 

cow. Average yields of milk per cow in \'/estern Europe, North America and 

Australia are now considerably higher than in the inmediate post.war period. 

In most recent years it appears that the average quantity of milk per cow 

has levelled off in a few countries with particularly high yields, notably 

the Netherlands and Denmark. 

During the period under review, cheese production increased by 

about 70 per cent, butter by 53 per cent, and milk powders about eightfold. 

66 

VIorld trade in dairy products consists mainly of the movement of 

special manufactured items from a fe,v leading suppliers to a limited number 

of markets. During the 1959-61 period, approximately six per cent of the 

wor-Ld milk production crossed international borders in the form of cheese, 

butter and other manufactured products. Exports of dairy products from the 

EEC and North America (United States and Canada) averaged between three and 

four per cent of annual output whereas the New Zealand percentage .. las 

between 40 and 50 per cent. 

Almost three-quarters of world butter exports are taken by the 

United Kingdom; the suppliers are New Zealand, Denmark, Australia and the 

Netherlands. A dominant feature of the trade in butter has been the re 

current market gluts. The current volume of trade has not changed signifi 

cantly from the pr-ewar level of exports. The relatively light world butter 

production in 1963 enabled Canada to move much of its butter stocks into 

Western Europe on special terms. 



Trade in cheese in the posbwar period has become almost entirely 

confined to shipments among a number of developed countries of Europe and 

the Conmonwealth. The principal markets for cheese are the United Kingdom 

and 'Iveet Germany and the principal exporters are New Zealand, Denmark, 

France, S\'litzer1and and Italy. The United Kingdom produces presently 

about 44 per cent of its cheese requirements compared with 32 per cent 

prewar. Little change has occurred in the proportion of world cheese 

production which entered international trade. In prewar years, about 13 

per cent of world cheese production was sold on export markets I compared 

with 15 per cent in 1964. World cheese production is currently about 70 

per cent above the prewar level and exports have doubled. The main "for1d 

trade ls still in cheddar cheese, but cheese varieties other than cheddar 

account for an increasing share of the world trade in cheese. West 

European exports, mainly intra-regional, expanded about twofold and, except 

for shipments to Britain, most of this trade is in cheese other than 

cheddar. North American imports of cheese are principally a variety of 

specialty cheeses .!hile cheddar imports are restricted to a nominal amount 

by import quotas. 

Exports from North America, on the other hand, consist predomi 

nantly of cheddar cheese. Canadian cheese exports in recent years have 

moved at the 20-30 million pound level. United States cheese exports in 

the fifties were larger than the current level as a result of large exports 

under special terms such as P.L. 480. 

World trade in such concentrated products as evaporated milk, 

condensed milk, dry whole milk powder and dry skim milk powder had risen 

more than four-and-one-half times by 1964 over the prewar period, and 
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accounts for 22 per cent of the value of the total international trade in 

dairy products. Trade in canned milk is between the Netherlands (two 

thirdS) and the Far East. Other sizeable exporters are the United States, 

the United Kingdom and France. 

Trade in non-fat dry milk has increased substantially and is 

mainly exported by the United States, New Zealand and Australia to the 

United Kingdom, Bexico, Philippines, vJest European countries, Japan and 

India. The substantial increase in exports by the United States has been 

due to concessional sales, e.g., during the 1959-61 period, 91 per cent of 

total United States exports wer-e under special terms. Canadian donations 

and special sales of dry skim milk during the period 1957-61 amounted to 

59 per cent of Canadian exports. However , beginning in 1962, cœmer-cdal. 

exports from both the United States and Canada have shown a substantial 

expansion, mainly to Hestern Europe where this product is used in milk 

replacer feeds. In the case of Canada, concessional sales of the non-fat 

milk powder have, between 1961 and 1964,declined to eight per cent of total 

Canadian exports. 

On the vho'l,e , the pattern of world trade in dairy products during 

the postwar period under review changed considerably. Most of the West 

European dairy trade is between its ovm countries. The EEC is self 

sufficient. Commercial and concessional exports of dairy products, other 

than skim milk powder from North America, which used to be the third 

largest supplier, declined substantially. However, conmer-cd.al, exports of 

skim milk powder from North America increased in volume as well as in the 

share of total trade, thus strengthening the position of the United States 

as the main supplier of this product. Exports from centrally planned 
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economies increased nearly tenfold to about 12 per cent of world total 

(in terms of mill equivalent) but most of this trade, mainly butter, was 

,dthin this group of countries. 

I I 

VI.~ 

Per capita production of farm products shoved the most rapid gains 

in the developed countries. Trends in food production and trade show that 

the less-developed countries are steadily losing their capacity to feed 

themselves. 

The developed countries have become more dependent upon each 

other for market outlets for their temperate-zone farm products. However, 

it is in these countries that production of many similar commodities has 

risen beyond the amounts "Mch, in the absence of government intervention, 

the market could absorb at remunerative prices. Trends in output have 

been significantly influenced by national support policies whâch have given 

preference to domestic production. At the same time, demand for foods is 

rising considerably less than income per capita. 

This production increase has resulted in Ivestern Europe becoming 

more self-sufficient, so that net imports of temperate-zone agricultural 

products have become less important. Japan, however, has been an expanding 

market. The United States has become an important net importer of meats, 

but continues to be a large net exporter of the temperate-zone foods, still 

relying heavily on P.L. 480 shipments. 

Much of the increase in world agricultural exporta has been of an 

intra-regional nature. The Hest European group, the North American group 

and the centrally-planned economies have shown considerable gains in this 
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respect, Canada, however, has been obtaining a smaller share relatively of 

both the l.o/est European and North American markets. 

For grains, the pattern of wor-Ld trade has changed markedly. In 

the prewar period, nearly all regions Here net exporters - today, there are 

only three, with North America dominating, l'lestern Europe has been the 

large net importer; but now Asia and the Communist countries 

of Europe are beginning to rival Western Europe as the primary 

grain importers, Huch of recent Asian imports have been made through the 

United States P ,L, 480 Program, Much of the communist countries' imports 

have come fronl Canada and Australia, 

The expansion of wheat production in the developed countries 

~dthout a corresponding growth of ~meat for human consumption has led to a 

surplus of supplies which must either be exported, fed to livestock or 

added to stocks, All three have occurred, but exports have been facilitated 

through large-scale sales on special concessional ter.ws. 

VIhile "meat consumption declined, an outstanding feature for 

meats has been the rising demand '1mich has continued over the postwar period 

and has shown no indication of levelling out. Thus, while the marketing of 

grains, especially 1-ffieat, has been difficult in recent years, the demand 

for beef in particular has been buoyant, However , even in the case of meat 

the wor'Ld market is narr-ow with more than two-thirds of the total meat 

imports accounted for by four countries: the United Kingdom, Germany, Italy 

and the United States. New Zealand, Denmark, Argentina and Australia 

account for about 60 per cent of world meat exports. 

Hilk production has increased substantially in Western Europe, At the 
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same time, it is the only international market of commercial significance but 



most of the Hest European trade is among the countries of the region. North 

Junerican exports have in part depended on United States P.L. 480 shipments 

and other sales on special terms. 

1'lhere does Canada fit into this picture? Canada is the wor-Ld t s 

fourth largest exporter of agricultural products. She ranks ninth as a 

world Lmper-t.er of agricultural commodities, of "1hich a large proportion are 

of tropical origin. As a commercial producer and exporter, Canada ranks 

high in wheat , barley and flaxseed. 1,fueat alone constitutes more than half 

of the value of Canada's agricultural exports. Canada's share of world trade 

in feed grains has been declining although that of of the United States has 

been rising. The importance of meat and dairy exports has declined in the 

postwar period. Flaxseed and rapeseed exports have increased considerably. 

Historically, the best export markets for the many Canadian agri 

cultural products have been the developed countries. During the early part 

of the postwar period, exports of Canadian farm products to l'lestern Europe 

increased relatively rapidly and especially to the United Kingdom and the 

countries of the European Economic Community. Similarly, eÀ~orts to the 

United States rose. However, agricultural exports to both regions during 

the past decade have declinectto a lower level. Japan and especially the 

communist countries are showing increases in imports from Canada. In terms 

of value, agricultural sales to the communist countries during the past five 

years have exceeded agricultural sales to the United Kingdom. vfuile 

Western Europe and the United States have imported a variety of farm 

products from Canada, the communist countries' purchases have been wheat , 
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To sum up, during the past five years, Canada's exports to developed 

countries consisting of a diversified package have been levelling off and 

her sales to cOllIDlunist countries, consisting almost entirely of v;heat, have 

been increasing markedly. 
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I. THE ANALYTICAL F.O'A}lEHORK 

The purpose of this paper is to aas ens Canada" s position relative 

to other countries as an exporter of agricultural products and as an 

agricultural producer. This will provide a better understanding of 

Canada's role as a world supplier of agricultural products and the factors 

important to our participation in wo r Ld agricultural trade. In addition, 

the attempt will be to determine the competitive position of agricultural 

commodities and the relative strength (or weakness) of Canada's major 

agricultural regions in facing the highly competitive position prevailing 

in import markets for f arm products. Thus, the paper brings together 

important information dealing with Canada's agricultural trade along with 

an estimation of the competitive position of Canada's agriculture and some 

implications of these findings for trade policy. 

* This author was responsible for Chapters I, II, and III. He wishes to 
acknowledge the ideas and suggestions from discussions with T. C. Kerr, 
other members of the Agricultural Economics Research Council, and 
D. R. Campbell. The co-operation of the Central Experimental Farm 
Library staff and other members of the Canada Departnlent of Agriculture 
is gratefully acknowledged. 

** This author was responsible for Chapters IV, V, VI and VII. He wishes 
to acknowledge the participation of Lewis A. Fischer, Research Associate 
in Agricultural Economics, McGill University, who worked closely with 
him. J. de Graff provided important aid as a research assistant. 
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To proceed with this task, it is necessary first to develop a 

conceptual basis for trade in agricultural products; secondly to observe 

the agricultural trade pattern which reflects Canada's over-all trade 

advantage; next, to explain this general trade pattern and determine the 

competitive advantage of commodities important in Canadian agricultural 

trade. The paper then turns to consideration of agricultural production 

trends and productivity measures in Canada, the countries which represent 

Canada's major competitors, and in the important importing countries. While 

it is necessary to make reference to agricultural production and trade 

statistics, no detailed consideration is given to these matters since they 

are subject of another paper in this series. The agricultural trade patterns 

of the post-war period reveal in a most important way the maze of trade 

barriers which characterize this area. These are briefly summarized and 

their influence on trade assessed. 

The Basis for Trade - Comparative Adyantage 

International trade carried on by free enterprise is basically 

caused by different commodity prices adjusted for transportation costs. 

Other things such as quality, credit terms, delivery time and product 

guarantees being equal, any economy-minded individual will buy from that 

source where goods can be obtained cheapest. In a world free of tariff 

and non-tariff barriers, subsidies and other forms of assistance, the 

quantity of goods traded and their prices will depend upon producers' 

supply and consumer-demand schedul~s for products. Trade taking place 

when relative prices differ between countries and continuing until these 
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relative differences adjusted for transportation and associated costs 

have been eliminated. UltImately, product prices will depend on the 

relative efficiency in corr~ining factors reflected in the comparative 

money costs of the factors of production. This generalization, referred 

to as the "principle of compe re t i ve advantage"l or comparative costs, 

provides the unshakeable basis for international trade, namely that 

whether or not a region is absolutely more efficient in the production 

of every good than is the other, trade will be mutually more profitable 

to all regions if each specializes in the products in which it has a 

comparative cost advantage or the greatest relative efficiency.2 Since 

its development over 150 years ago by David Ricardo, this law has been 

cont inually cri t ici zed, modified and/or expanded upon. Although there 

presently exists general agreement among economists as to its being a 

valid conceptual basis for commodity trade among nations it has usually 

been discarded as inapplicable as a guide to decision-making or negotia- 

ting.3 This same view has been shared by those connected with the 

1 
A precise definition of this law is given in C. P. Kindleberger 
International Economics, ~. O. Irwin, Homewood, Illinois, 3rd Ed., 
1963;-PP:--si-=ïOS:--The terms "comparative advantage", "competitive 
advantage", "cost advantage" and similar terms are frequently used 
interchangeably in the literature. This practice will be followed 
in this paper and the terms defined in a broad sense to describe 
the economic advantage one country has \~hen compared to other countries 
in the production of a particular con®odity. 

2 
The only exception to this occurs when time is introduced, then 
economists generally agree there is a valid "infant industry" 
argument for protection. One other exception could involve strategy 
considerations in negotiating toward free trade. 

3 Although this has generally been the case, a number of studies have 
been made relating comparative costs and trade patterns. See, for 
example, R. M. Stern "British and American Productivity and Comparative 
Costs in International Trade", Oxford Economic Papers, Volume 14, 
Number 3, October 1957, pp. 278-288. 
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agricultural industry although a smaller group are heard to argue that agri- 

cultural conditions-are especially favourable for the application of this 

principle.l Nevertheless, trade decisions have had to be made and negotia- 

tions undertaken from time to time with some selection criterion needed to 

choose from runong alternative proposals. The most favourable, immediate and 

direct effects to the commodity group served has usually been the choice 

indicator. This means that each sector or group is treated as an independent 

unit, with jobs to maintain, ways of life to preserve and the interrelation- 

ships among commodities and resources so important to the comparative cost 

doctrine are completely ignored.2 

The reason for the existence of these two extreme positions appears, 

in a large part, to be due to the lack of a simple way of measuring the 

comparative advantage of a commodity which reflects these interrelationships. 

Since this paper is partly concerned with determining the competitive advan- 

tage of agricultural commodities, it is important to develop an appropriate 

concept of comparative advantage which is also operational. The ultimate 

question is: Given our present and possibly our future costs of producing 

various agricultural products or a particular commodity, what does this 

suggest as an appropriate trade policy? An appropriate cost concept then 

must consider the effects of domestic f'arm policy, trade restraints, 

transport costs, opportunity costs as well as the more common components 

2 

For an assessment of this view and arguments for comparative advantage 
principles to be given top priority in trade policy decision~aking,see 
G. Haberler "An Assessment of the Current Relevance of the Theory of 
Comparative Advantage to Agricultural Production and Trade", International 
Journal of Agrarian Affairs, Volume IV, No.3, May, 1964, p. 134. 

For example, if a tariff were imposed on feed grain imports to give higher 
prices to domestic producers and free trade was able to be maintained in 
feeder cattle, then such fortuitous circumstances would be the source of 
rejoicing by the trade negotiator who would pride himself with getting the 
best of two worlds. This would last only until he meets the wrath of the 
feeder cattle or grain-feeder cattle farmers who now lose money on their 
cattle. 
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of production costs in both a static and dynamic context. 

TOI'lard a \'Iorkable Concept 

Although agricultural trade takes place as a result of differences in 

commodity prices, trading is hampered, possibly more than any other industry, 

by such things as production subsidies and export assistance programmes, 

tariff and non-tariff barriers. 

These devices not only alter commodity trade among countries but have 

direct effects on production costs and the competitive position of products 

in world markets.l 

In the case of a high domestic support price established for a commod- 

ity above world levels, this increase in price obviously will bring forth 

more production unless output controls are imposed. At the same time though, 

while giving the impression of improving the position of farming, the benefits 

derived frola such a programme are almost immediately reflected in the produc- 

ers' cost structure. This means that if correct accounting is followed the 

comparative production costs have increased for that commodity and its compe- 

titive position has deteriorated relative to the rest of the world. It is 

usually forgotten that price is a major determinant of costs as well as vice- 

versa and if landholders' incomes are increased as a result of higher prices 

then this is capitalized into the factor wi th the more inelastic supply, 

usually land. The same effect on cost takes place from subsidized credit, 

price stabilization schemes, tax rebates and the many other forms of agricul- 

1 
The extent of such interference in the agriculture of advanced countries 
has led to the assertion that trade in agricultural products is primarily 
determined by the varying degrees to which governments subsidize their 
producers and the method chosen to get rid of surpluses. For a discussion 
of these views see T. K. Harley "Organizing Horld Trade in Temperate Agri 
cultural Products" Farm Management Notes, University of Nottingham, No. 33, 
Spring 1965, p. 34. 
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tural production assistance which become capitalized and alter the cost 

structure. Hence, domestic agricultural policy has direct effects on the 

comparative advantage of home commodities and has an important relationship 

to trade policy. Price and income policies resulting in subsidized produc- 

tion frequently end up r~Juiring export assistance in order to be traded in 

world markets. Export subsidy is quite common in agriculture of advanced 

economies and to do this includes such things as export certificates, direct 

subsidy, special transportation rates, storage cost reduction, tax relief 
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of various kinds, as well as provision of marketing assistance such as trade 

fairs, missions and selling organizations. In addition to these devices, a 

number of others are used with the primary aim of increasing fann exports or 

improving the agricultural trade balance and at the same time alter the com- 

petitive position of agricultural products. These include such things as 

exchange depreciation, reduction in wages or other factor prices, rest ric- 

tions on imports by means of tariffs, quotas and non-tariff barriers. 

When exchange depreciation occurs, prices of agricultural export com- 

modities are immediately reduced relative to world and import prices leading 

to export trade expansion and rising domestic prices.l Various measures 

are open on a narrower front to governments for promoting activities whose 

output would replace agricultural imports or augment exports. The most 

widely employed have been tariffs. Quant itati ve and quali t at i ve import 

1 The actual effects and their magnitude depends on the supply and demand 
elasticities for the export and import industries. Suffice it to say 
that all effects are not favourable, price increases will occur and may 
possibly have an unfavourable effect on the terms of trade. This use of 
exchange depreciation, especially in times of general unemployment is 
referred to as the policy of beggar-my-neighbour where each nation 
endeavours to throw a larger burden upon the others by using this device. 



restrictions of various kinds such as quotas, licensing and "invisible 

tariffs" supplement tariff barriers to a great extent in world agricultural 

trade.l In addition to conventional fixed levies2 imposed by all countries 

on some commoditie& additional levies on agricultural imports have been 

introduced taking the form of variable levies, as in the EEC, or anti-dumping 

duties. As the gap between internal and world price widens and becomes less 

stable due mainly to the imposition of these restraints, the less satisfact- 

ory are conventional tariffs as a regulating device and countries resort to 

variable tariffs and quantitative controls. 

In all cases the effect of the tariff is to reduce agricultural imports 

while protecting the home industry or providing a source of funds. Price 

levels are raised and relative prices altered with resources shifting to the 

protected industry. As a consequence, production costs are increased in the 

protected industry by the amount of the tariff. The number of devices avail- 

able to countries and alternatives open in applying them to affect their 

trade balance has usually assured severe leakages of positive effects. For 

example, it is not uncommon to find countries imposing a tariff on an impor- 

tant input used to produce a final product which in turn is given production 

assistance and tariff protection while finally being exported under an export 

subsidy. However, any policy designed to increase exports or reduce imports 

of agricultural commodities has the effect of turning the terms of trade 

1 Invisible tariffs might include special labelling requirements, customs 
and administrative procedures, arbitrary valuation procedure, etc., which 
constitute costs to the exporter. 

2 Host primary co:rnmodity tariffs are denominated on an "ad valorem" basis 
generally as a per cent of c.i.f. value, but in Canada and the United 
States on Lo.b. value. There are many "specific duties" particularly on 
commodities entering the U.S. denominated countries in units of the import 
ing country's currency per physical unit of the commodity as well as 
combinations of the two types where a floor level is set in specific tenus. 
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ture and so of improving the income position of land01-mers at the expense of 

between agriculture and industry inside the home country in favour of agricul- 

a competitive agriculture in world markets. Trade policy then has important 

implications to domestic policy, particularly from an income distribution 
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standpoint. 

The reason for the high level of protection and the existing array of 

tariffs and tariff-like charges applied to agricultural commodities is not 

easily obtained. A large number of influences in each country appear to 

operate in det e rmi n i nç the tariff structure, notably the cost structure of 

domestic production of each commodity, official income policy, and carryover 

from the past.l Unique characteristics of modern agriculture have no doubt 

helped foster this protectionist attitude. The variability of crops from 

season to season, the relatively inelastic nature of demand, the increased 

speed of technical change in agriculture and inadequate adjustment methods 

have certainly been important in giving rise to increased implementation of 

these devices and to more non-price competition in world agricultural trade 

reducing the advantages of international specialization. Generally, tariff 

rates tend to be lower on agricultural commodities which do not compete with 

domestic production and the level increased according to the degree of pro- 

cessing the commodity has undergone, thus protecting domestic processing 

industries. 

I It is not ewor thy that the most frequent criteria used in setting import 
tariff levels has been the cost difference between the exporters laid-down 
price and the least-favoured producer (highest cost) as opposed to consid 
ering the elasticity of demand and domestic supply in arriving at an opti 
mum tariff. Very little attention is also given to the differential impact 
of tariffs, quotas and subsidies. There would certainly appear to be 
strong arguments for use of a direct subsidy to producers of certain commo 
dities over a tariff when it is desirable not to disrupt product price 
levels. For example, a tariff on feed grains would raise the price of 
these in the home country and reduce the profitability and production level 
of meat. Whereas, a direct subsidy to feed grain producers would give them 
the same protection as a tariff without the disrupting effects on prices. 



Fundamental Forces 

The present pattern of agricultural trade appears to be greatly 

influenced by the nature of trade restraints and the power to alter this 

resting largely w i th goverrunents as opposed to an automatic price mechanism. 

However, transport costs and basic comparative production costs operate at 

least as a trade-policy restraint in the short run and grmv in importance as 

a trade determinant directly as the time horizon expands. Hence, an opera- 

tional def ini tion of comparative cost must give speci al attent ion to these 

fundamental costs. 

Trade can be based primarily on transport costs especially where local 

trade takes place along a long international boundary as between Canada and 

the United otates. One country's net comparative commodity advantage then can 

be based on gross comparative advantage and disadvantage which can exist 

'simultaneously due to transfer costs.l Transportation rates' are not regular 

but vary depending on the degree of competition and bargaining power of 

customers as well as a number of other factors, e.g., weight, bulk, value, 

perishability, method of transport, distance, size and regularity of ship- 

ment. Because of these rate characteristics and their relationship to 

processing activities, transport costs and likewise transportation policy 

can act to greatly alter trade advantage2 as well as comparative production 

costs of agricultural commodities. Although an operational definition of 

I This can be due to a number of factors in addition to location of produc 
tion and demand, e.g., back-haul rates being cheap, fixed routes, etc. 

2 Samples of this behaviour described in considerable detail in Shipping 
Conference Arrangements and Practices, a report by the Restrictive Trade 
Practices Commission, Departrnent of Justice, Ottawa, 1965. 
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comparative costs to include transportation has certain advantages, there are 

many disadvantages. For example, transport cost can be very important in 

determining feed costs and the price of other inputs. Internal transport 

charges to deliver export products to ports or export points are quite 

variable over time and affect the competitive position of these products; 

however, there are a number of empirical problems presented. It is difficult 

to weight commodity transportation costs and these are unstable due to chang- 

ing markets and quantities demanded at different times. For these reasons 
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and since transportation in world trade is mainly controlled by international 

forces or groups the concept of comparative costs considers transport costs 

only as they affect producer costs. 

Basic production costs and differences in comparative costs result 

from differences in factor endowments, technology levels and through special- 

ization. Within agriculture there are a number of farm enterprise opportun- 

ities affecting labour, land dnd capital costs in producing one particular 

product. Non-farm opportunities also exist which affect the level of input 

prices. Following from the above is the obviovs but frequently forgotten 

fact that commodity production costs also vary depending upon the level of 

output or production.l 

To explain part of existing trade, changes in trade pattern and compar- 

ative costs, some attention must also be given to dynamics.2 

1 That is, although many factors determine the cost of production figure, 
this only corresponds to a point on the supply schedule. 

2 Changes and shifts in the supply schedule. 



2hanges in tastes, technology and factor endowments occurring at an increas- 

ing pace make the competi ti ve position of cornmodd ties quickly changeable and 

difficult to discern. Tastes change with trade and result in changes in 

product dewand, prices and in the quantities of goods purchased or traded.l 

Prevailing costs in f arnri nç also become obsolete quickly due to a more rapid 

rate of ov e r-ea Ll economic ac t i vi ty in the non-Farm sector than in the f'arm 

sector. Agriculture has not only become increasingly dependent on industrial 

production for its inputs but greater competition exists for resources with 

a direct impact on capital, labour and land prices. The degree of impact 

depends upon factor supply elasticities but the result inevitably is higher 

input prices. In the case of capital, this is reflected in short-term loan 

rates even though mortgage rates are partially insulated due to the special 

nature of f a rm credit institutions. The continued decline in the Canadian 

agricultural labour force since 1950, approximately 3.5 per cent per year, 

accompanying rapid industrial ç.r owt.h indicates a high farm-labour-supply 

elasticity to non-farm employment opportunities and wages. These effects have 

had a differential regional irnpact expecially in the case of land prices. For 

example, both Quebec and Ontario experienced similar rates of increase in 

industrial employment between 1951-61 but farm land prices increased two 

per cent and eight per cent respectively. Such development effects are usual- 

ly associated with increased substitution of variable capital inputs and 

greater product-supply elasticity accompanied by rapid rates of technological 

change in agriculture and supply shifts. The rapidity with which this adjust- 

ment takes place, relative to the rate of grmrrh in the non-farm sector, deter- 

mines in a large part the competitive position of farm products in world 

1 Examples used to argue the "demonstration effect" include the Japanese 
experience in wheat and Coca-Cola, and European cars in America. 
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trade. The price of purchased inputs and their degree of quality improvement 

appears to playa vital role in this developnent since they make up a rapidly 

increasing share of agricultural inputs and an important source of techno log- 

ical progress. The rapid rate of technological change in western agriculture 

especially since Horld Har II has and wi I L continue to pr ov i de an important 

tool for altering comparative cost advantages. The adoption of a new tech- 

nique appears first in a single country before the change spreads by imitation 

to others. Hhen such changes do not spread evenly across all countries or 

commodi ties but are introduced at different times, have different rates of 

diffusion, and have area and corrrncd i t y biases, their impact will be reflected 

in shifting production and trade patterns. In more recent years a growing 

volume of agricultural commodity trade appears to be based on a technological 

superiority rather than factor proportions or transport costs. This advantage 

can be destroyed and the direction of trade reversed, if technological change 

should halt and other areas allowed to catch up. In agriculture, technologi- 

cal progress appears to have been more important in reducing production costs 

than in introducing new products. As a result, it may act to expand or 

contract trade and worsen or improve the terms of trade, depending upon 

whet he r it is export or import biased.l Further, the form of technological 

change whether neutral or either labour, land, or capital saving can be import- 

ant in affecting comparative costs and trade in areas with different factor 

endowmerrt s . For example, areas having an advantage in the production of 

grains due to the greater abundance of land may have this advantage altered 

I Export-biased innovations worsen the terms of trade even though improving 
the coropar'at i ve cost advantage. 
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greatly by the adoption in land-scarce countries of specially designed land 

saving ferti li ze r , Certainly the role of research and developnent in affect 

ing compet i ti ve advantage in agriculture is a dynamic one. ',,'hen the bulk of 

wo r Ld research and developnent is concent r at ed in one country, the United 

States, this has important long-run implications for other ma jo r agricultural 

producers. 1'Ii th a high developnent potential for agricultural innovations 

the opportunity exists at all times for major changes in their competitive 

position since innovations generated would tend to be biased to their needs 

and conditions. 

A r:easurable Concept 

The dimensions of comparative advantage then are both static and 

dynamic and involve many factors such as price and income policy, trade 

restraints, transport costs, demand shifts, factor endowments, technology, 

specialization and over-all economic gro\rth. The influence of all these 

factors determines the cost of producing various products. As this influence 

changes over time per commodity, so does the corresponding comparative cost. 

Comparative cOll'Inodity costs can be measured by producers' prices 

for these products since price levels are capitalized into the cost structure. 

\lIhen these prices are compared to other world producers' prices, the absolute 

comparative advantage enjoyed by one country at specified output levels 

can be assessed. However, some agricultural products are characterized by 

much price instability and in such cases price reflects rather instantaneous 

comparative producer costs and competitive positions. For example, due to 

drought conditions the price of beef might fall sharply in both the United 

3tates and Canada. Although this might be accompanied by increased exports 

due to a competitive price advantage in world markets very little of this 
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price drop would get capitalized into the cost structure since beef producers' 

expectat ions wou Id be for higher future prices. \'ihere such price instability 

exists there may be some variation between "nonnal" comparative costs and 

producers' price. At the sane time though, this variability of prices up or 

down may be the main source of a comparative advantage. To assess the 

"normal" cost advantage becomes more subjective and requires considering 

price levels over some nonnalized time span. 

It is important to recognize that a measure of comparative advantage 

at a point of time does not indicate its stability over various price ranges 

and production levels. This question is important to analysis of investment 

alternatives, the impact of price reductions, tariff removal, and nmounts 

to determining the relative supply functions of commodities. Although some 

attention is given to this later and in subsequent papers suffice it to say 

that, due to the changing agricultural input structure, supply elasticity 

appears to be generally increasing leading to less output stability under 

changing prices. It is also important to differentiate between level of 

competitive advantage and level of profitability. It is frequently argued 

that given a price increase and the app~arance of profits to landowner~ 

stability of output is also increased (a direct link between profit level 

and supply inelasticity) and likewise the competitive position enhanced. 

Such arguments have validity only under the most unrealistic conditions. 

Alternative production possibilities and resource substitution in agriculture 

are the rule, particularly at the margin, rather than the exception. 
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II. CANADA'S AGRICULTURAL TRADE PATTERN 

General changes in trade advantage are reflected in movements of 

agricultural commodities in world trade. Further, the evolving pattern can 

provide some explanation of the nature of change in the relative position of 

Canadian agriculture and factors resnonsib1e. Recent changes in commodity 

shipments can also alert us to areas requiring further analysis. 

Canada's agricultural exportsl have increased at the rate of approx- 

imately 13 per cent ner year in current dollar volume over the past 35 years 

to a record high of slightly over $1.7 billion in 1964. Although the largest 

part of this increase in farm exports occurred during World War II (300 per 

cent), a continued rise of four per cent per year has been experienced in 

both physical and dollar volume of farm exports since the early 1950's even 

though the pattern of increase is irregular (see Figure 1). This increase 

is quite remarkable in view of the slow rate of growth in Canadian farm 

output of only 1.5 per cent per year over the same period, or on a per 

capita basis actually declining from the early 1950's to the present at a 

rate greater than that experienced by most other nations including the 

underdeveloped countries.2 

Farm imports also reached a record level of slightly over $1 billion 

in 1964 and have shown a steady increase of five per cent per year since the 

lAgricultura1 exports and imports are measured similarly to methods used by 
the Economics Division of the Department of Agriculture and exclude such 
items as fish, leather and dressed furs. Canadian exports are valued f.o.b. 
port of shipment for export while imports are valued f.o.b. original point 
of shipment to Canada, thus having a downward bias. 

2The rate of growth in total farm output for all North America over the 
period 1952-63 was lower than for all other regions. Canada's relative 
position both as a world producer and as a domestic supplier declined 
greatly over this period at a rate only experienced by a very few small 
countries, not including India. Total and per capita agricultural produc 
tion figures are given in Production Yearbook 1963, Volume 17, pp. 27-32, 
published by F.A.O. annually. 
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Figure 1 

Farm Exports and Imports, 1950-64 
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early 1950's; however, during the past six years the average rate of increase 

has approached ten per cent per year. Despite increases in agricultural 

imports the tradition of a favourable Canadian balance of trade in agricul 

tural products has been maintained. 

These trends, coupled with Canada's farm exports advancing at approx 

imately the same pace as that of total world eXDorts of farm products, 

indicate that Canada continues to enjoy anover-alltrade advantage in farm 

products with the rest of the world even though the magnitude of this 

advantage is being altered somewhat in recent years. 

Destination Pattern for Canadian Commodities 

Associated with the changing trade balance in agricultural products 

there have been important shifts in destination patterns. The degree of 

country concentration of our exports, although traditionally high, has been 

greatly reduced in recent years. During the 1950-51 period Britain absorbed 

26 per cent and the United States 46 per cent of our farm exports, together 

accounting for 72 ner cent (Table 1). By comparison in 1963-64 the five 

main importing countries of Canadian farm products accounted for only 63 per 

cent of the total. 

The chief imnorter of Canadian agricultural exports during the period 

1963-64 was Britain, taking 22 per cent of total shipments. The United 

States followed with 14 per cent during the same period, while the U.S.S.R. 

absorbed 12 per cent. All Communist countries and their satellites imported 

approximately 25 per cent of our farm exports during the two-year period 

1963-64, while the figure for the E.E.C. was 12 per cent. 

The United States has not only reduced its share but now imports from 

Canada one-half the dollar amount of agricultural products it did over a 

decade ago. Britain and other Commonwealth countries have not maintained 
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Table 1: Destination of Exports of Canadian Agricultural Commodities 

Excluding wheat 
and wheat flour 

Area 1950 - 51 1963 - 64 1963 - 64 
average average average 

( per c e nt) 

United Kingdom 26 22 28 

Other Commonwealth 7 2 2 

United States 46 14 38 

E.E.C 11 12 12 

Communist Countries 25 3 

U.S.S.R. (12) 

China 7 ) 2 

Poland 3) 

Other 3) 

Japan 3 8 7 

Other 7 17 10 
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Source: D.B.S., Trade of Canada and statistics compiled by D.L. Bolton, 
Canada Trade in Agricultural Products with the United Kingdom, 
United States and all Countries 1963-64, Canada Department of 
Agriculture, Economics Branch, June, 1965. 

their importance as import areas and our share of their markets declined 

despite the operation of the British Preferential Tariff. In contrast the 

E.E.C. countries continue to absorb a stable share of our farm exports, 

Japan has doubled its share, and the Communist world is now a major import 

area. 

These changes indicate a considerable shift has taken place in both 

the countries importing our agricultural products and in the proportion of 



our exports taken by these countries. The destination of Canadian farm 

exports has neither followed that pattern suggested by general demand 

increases nor the areas favoured from tariff position. Rather the shifts in 

destination pattern in part appear to relate to area changes in demand for 

Canadian wheat and wheat flour even though these are more distant markets 

and higher transportation costs are incurred. The role of wheat and wheat 

flour in explaining the exnansion of trade is apparent when almost the 

entire trade with the Communist countries has been in wheat and part of the 

declining share of total farm ex~orts to the United States and Britain is 

due to little or no expansion of wheat .:xports to them. The effects of 

wheat exports on altering export shares is shown in Table l, Column 3 and 

although a large influence does not explain all the decline in the Common 

wealth and American shares or all the expansion that took place, for example, 

in exports to Japan. 

Origin of Canadian Farm Imports 

Although imports of agricultural commodities have doubled between the 

two-year periods 1950-51 and 1963-64, the origin of these remained quite 

stable. In both periods the United States was by far the dominant source 

supplying 52 per cent of our import needs. Britain supplied around 5 per 

cent in both periods but the share of other Commonwealth countries fell from 

30 per cent in the earlier period to slightly over 20 per cent at present. 

Of these Australia and New Zealand presently supply approximately 7 per cent 

of our imports. The E.E.C. countries contributed a stable 3 per cent over 

the period. The remaining imports are obtained from a great number of 

countries, the most important being in Central and South America, notably 

Brazil (3 per cent), Mexico (2 per cent) and Columbia. 
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Despite the fairly substantial tariff wall that still exists between 

Canada and the United States a high proportion of the total agricultural 

trade of the two countries takes place with each other. Excluding wheat, 

Canada now exnorts almost 40 per cent of its farm products south of the 

border, while the United States is the chief supplier of commodities both 

complementary and supplementary to our agricultural production. Over the 

past decade Canada has ranked either first, second or third every year as an 

outlet for American farm products and has become a greatly expanding market. 
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Composition of Farm Exports and Imports 

Accompanying increàses in farm exports and shifting destinations over 

the period 1950-64 have been important shifts in the commodity composition 

of farm exports (Table 2). A much greater proportion of our present agri- 

cultural exports is crops and a greater proportion of these crops is 

wheat. Of the more than $1.5 billion farm exports during the two calendar 

years 1963-64, over 86 per cent were crops and the remaining 14 per cent 

livestock and livestock products. This compares with 76 and 24 per cent 

respectively during the earlier period. On the import side, the opposite 

shift occurred with livestock imports increasing slightly. 

Agricultural imports into Canada have also become more supplementary 

to our production. Of the total imports of agricultural commodities in 

1963-64, approximately 45 per cent were supplementary.l Almost all live- 

stock and livestock product imports can be classed as supplementary 

commodities while about one third of the crop imports are now of this 

nature. 

1 
Supplementary imports refer to imported products of a kind produced 
commercially in Canada even though season or quality differences occur. 
Complementary imports are defined as those which are not produced 
commercially in Canada. 



Table 2: Composition of Canada's Agricultural Exports and Imports, for 
Selected Periods 

1950-51 1963-64 

Commodities 
Exports Imports Exports Imports 

mill $ % mill $ % mill $ ,:/, mill $ % 

- Annual Averages - 
Grains 474.5 51.0 38.3 5.7 964.0 63.0 40.0 3.9 
Grain pds. (food) 125.2 l3.5 4.2 0.6 99.2 6.5 14.5 1.4 
Other animal feeds 12.0 1.3 2.7 0.4 29.9 2.0 3.3 0.3 
Oilseeds 13.3 1.4 17.1 2.5 66.0 4.3 52.3 5.1 
Oilseed pds. 7.6 0.8 35.1 5.2 29.4 1.9 53.2 5.2 
Fruit and nuts 14.4 1.5 115.0 17.1 22.5 1.5 207.7 20.3 
Vegetables 7.0 0.8 25.3 3.8 17.3 1.1 69.6 6.8 
Potatoes 7.6 0.9 2.2 0.3 10.9 0.7 6.6 0.7 
Seeds for sowing 11.9 1.3 7.7 1.1 20.8 1.4 8.3 0.8 
Maple products 3.7 0.4 - - 5.5 0.4 - - 
Sugar 2.0 0.2 81.0 12.1 5.9 0.4 116.1 11. 4 
Tobacco (new) 13.6 1.5 2.5 0.4 33.5 2.2 4.7 0.5 
Other vegetable pdsa 15.0 1.6 236.5 35.3 24.1 1.4 270.6 26.5 

Total crop 707.8 76.2 567.6 84.5 1329.0 86.8 846.9 82.9 

Live animals 75.0 8.1 1.5 0.2 35.7 2.3 8.8 0.9 
Meats 75.7 8.2 15.6 2.3 47.8 3.1 51.2 5.0 
Other animal pds. 40.7 4.4 75.3 11.2 69.7 4.6 93.8 9.2 
Dairy.products 24.5 2.6 8.8 1.3 44.5 2.9 9.4 0.9 
Poultry and eggs 5.1 0.5 3.1 0.5 2.7 0.2 11.3 1.1 
Honey - - - - 1.1 0.1 0.6 - 

Total livestock 
and livestock pds. 221.0 23.8 104.3 15.5 201.5 13.2 175.1 17.1 

Total 928.8 100.0 671. 9 100.0 1530.5 100.0 1022.0 100.0 

a 
Includes plantation crops, vegetable fibres and other vegetable products. 
The 1950-51 figures for this group may not be comparable to 1963-64 data 
due to source and definition differences. 

Source: D.B.S. Trade of Canada and statistics compiled by D.L. Bolton, 
op. cit. 
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Crops and Related Products 

Export gains anpear to be quite widely distributed among crop commod 

ities. All commodity groups increased their export share between 1950-51 

and 1963-64 with the exception of grain products, potatoes, and the other 

vegetable products category. Grains being the dominant commodity group in 

Canadian agricultural exports also accounted for much of the change in export 

composition as their share of total farm exports increased from 51 to 70 per 

cent. This increase was entirely accounted for by wheat exports which 

increased from an average 200 million bushels to over 400 million bushels by 

1963-64. As a share of grains and grain products, wheat and wheat flour 

exports now make up approximately 95 per cent of the exports of this commod 

ity group compared to 80 per cent in 1950-51. Absolute declines were 

experienced in wheat flour, oats, barley and rye exports. The most marked 

reduction was in oats dropping from 38 to 19 million bushels over the period. 

The decline in exports of feed grains and grain products has been accompanied 

by a considerable increase in imports of u.S. corn, corn products, biscuit 

and baking products. However, seed exports of mainly wheat, oat and clover 

seed have increased significantly over the period. 

Exports of animal feeds, although relatively small, have shown a 

substantial increase due to increased shipments of hay, grain byproducts, 

complete feeds and concentrates. A rapid export increase has occurred in 

oilseeds and oilseed products, mainly from flaxseed which provides about 70 

per cent of these items and from advances in rapeseed shipments. Soybeans 

also contributed to this rise but it is difficult to determine how much of 

this is due to trans-shipments since imports are now quite large and have 

increased rapidly in recent years. 

On balance Canada is increasing its imports of both fruit and 
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vegetables from the United States. Approximately 30 per cent of the fruit 

and nuts imported are supplementary to our production with the larger pro 

portion not grown commercially in Canada. Most of the vegetable fibres, 

primarily raw cotton, plantation crops and other vegetable products imported 

cannot be grown commercially here due to climate. Apples have been tradi 

tionally the main exnort item but apple imports have increased greatly over 

this period. Potato exports have increased but imports of early potatoes 

from the United States have increased even faster. Unmanufactured tobacco 

exports have become an important export item. 

Livestock and Livestock Products 

Over-all exports of livestock and livestock products have declined 

considerably over the period. The associated rise in imports is further 

evidence of a declining trade advantage in these commodities. Export 

increases have occurred in such animal products as tallow, sausage casings 

and undressed furs. Dairy product shipments, mainly butter, milk powder and 

casein, were also exnanded; however, cheese imports which make up most of 

the imports in this group have more than doubled. From a net exporter of 

poultry and eggs in the early 1950's, Canada has become a substantial 

importer. The most notable change has been in shell eggs, with some import 

increases in poultry meat and live poultry. 

A great deal of fluctuation takes place with exports and imports of 

live animals and meats primarily because of the close market between Canada 

and the United States and the cyclical production swings occurring unevenly 

between the two. Although exports of live animals appeared to decline over 

the study period, Canada still enjoys periodic advantages in this trade. 

Exports of pure bred cattle remained stable, feeder cattle slightly down, 

although over the entire period appearing to increase cyclically while grade 
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dairy cattle shipments have declined substantially. In meats, however, 

Canada has become a net importer over the period, although in 1964 some 

recovery was made. This has been mainly due to rapidly rising imports of 

fresh and frozen pork, mutton and lamb, and beef and veal; increases 

occurred also in cured and canned beef and hams and shoulders, but were less 

dramatic. On the export side, pork and pork-product exports increased over 

much of the period but declined from 1959 until the present rise beginning 

in 1964. Exports of fancy meats and canned pork have increased while 

declines were experienced in exports of mutton and lamb and fresh and frozen 

beef and veal until the 1964 recovery. 

Re la tion of Farm Exports' to Production: 
Crop and Related Products 

The increase in grain exports and in farm exports generally is due to 

increases in grain production and more importantly to larger production 

shares being exported. 

The rise in grain exports and in farm exports generally is the result 

of increased wheat production in recent years and some increase in the share 

of production exported, traditionally around 60 per cent, but dropping below 

this in the mid-fifties (Table 3). This has not been the case, however, with 

feed grains. In the case of oats, the production level has been quite stable 

over the past 40 years but the proportion exported has declined to less than 

five per cent. The decline in barley exports has been associated with both 

declining production and generally in the proportion exported; however, the 

share exported varies annually from 10 to 40 per cent. The annual share of 

rye production exported is usually above 60 per cent but production has 

declined greatly. 

Each of these grains exhibit a great deal of annual variation in 
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Table 3: Productiona and Exports as a Per Cent of Production for Specified 
Agricultural Products, Canada, Selected Periods 

Production Exports as a 
Per Cent of Production 

Product Millions of Dollars 

1935~36 1950-51 1960-61 1935-36 1950-51 1960-61 
1939-40 1954-55 1962-63 1939-40 1954-55 1962-63 

- Annual Averages - 
Wheat 211 790 876 61 55 63 
Oats 106 294 302 4 13 3 
Barley 36 230 155 17 30 16 
Corn 4 30 37 23b 2 1 
Flaxseed 2 28 55 3 47 69 
Tame hay 123 282 339 1 1 1 
Soybeans - 11 13 n.a. - 33 
Potatoes 35 78 79 4 7 8 
Field rootsC 13 9 6 3 12 16 

Cattle 56 344 510 14 19 16 
Calves 16 49 69 4 1 2 
Hogs 80 322 321 26 6 4 
Sheep and lambs 8 12 11 1 9 2 
Wool 2 4 4 41 45 51 

All poultry 30 145 149 2 1 - 
Eggs 43 141 151 1 3 1 
Milk 142 460 554 7 3 2 
Butter 2 0 0 
Cheese 66 26 18 
Evap. whole milk 24 7 2 
Whole milk powder 26 70 78 
Skim mi 1k powder 2 20 23 

Apples 11 18 25 50 18 16 
Other fruits 7 24 28 8 10 4 

Honey 3 5 5 13 2 12 
Maple products 3 10 10 25 43 49 
Tobacco 15 62 105 21 24 19 

aAverage farm value of production. 
bInc1udes re-exports of corn. 

cTurnips, mangels, etc. 

Source: R. Berthiaume, Exports, Imports and Domestic Disappearance of 
Agricultural Products as a Percentage of Production, Canada 
Department of Agriculture, Economics Division, February, 1965. 
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amount exported, level of production and the share exported. This variation 

reflects variable market demand for the products as much as climatic factors 

affecting yield. Total world trade in oats, barley and rye has declined and 

more importantly our share of this trade and of world production has been 

reduced for each of these products and neither wheat acreage nor production 

increases have occurred in Canada to offset this movement. 

Flaxseed production has increased rapidly in the past 15 years and 

the proportion of this crop exported has increased from 50 to approximately 

70 per cent in recent years. Over three-quarters of the clover and grass 

seeds grown are presently exnorted and almost one-third of all the dry peas, 

beans and buckwheat. An increasing share of potatoes produced are exported, 

about 8 per cent, while approximately 16 per cent of the turnips are 

exported. Maple products continue to be exported in large amounts. Apple 

exports have declined from around 20 per cent of production in the early 

1950's to 16 per cent, while the share of other fruit production exported is 

of decreasing importance. Tobacco production has increased greatly as have 

exports, but the share of the crop exported has declined slightly from 

approximately 25 per cent in the early 1950's to 20 per cent by 1963-64. 
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Livestock and Livestock Products 

A small and declining proportion of the total amount of livestock and 

livestock products produced are exported; yet foreign markets are still a 

major sales outlet for certain livestock products. Up to 20 per cent of 

cattle production is exnorted annually, over one-half of the wool produced 

in Canada, 20 per cent of all cheese and skimmed milk powder and almost all 

of the whole milk powder. Many of the remaining items exported are now of 

declining importance compared with production even though a considerable por 

tion of pork, eggs, milk and butter production was exported in earlier years. 



Cattle numbers in Canada have increased at approximately four per 

cent per year over the last decade and a half, while world cattle numbers 

increased over three per cent. Since 1956 our rate of cattle bUild-up has 

only anproached two per cent per year while hog production has remained quite 

stable, although since 1963 both have increased considerably. The result 

has been that meat productionl increased by about two per cent per year from 

the early 1950's and a slow deterioration has taken place, going from a net 

exporter to a point in the early 1960's of being short in our domestic 

consumption requirement of meat. Population has expanded at around three 

per cent per year and consumer income has increased by about two per cent 

per year, increasing our annual requirements greatly. 

The decline in egg exports and share of production exported has been 

due to a stabilizing of production around the 1957 level after a marked 

increase from the early 1950's to that time. Although fluid milk production 

has risen by only 1.5 per cent per year, butter production has increased at 

a slightly higher rate, while cheese and dried milk production has increased 

almost three per cent per year facilitating an expansion of exports of these 

processed commodities. 

The foregoing trade and production figures for livestock and live- 

stock products would suggest that for these products generally our position 

in world markets has deteriorated considerably over the past 15 years, 

although some improvement has occurred in the last two years. Production 

and trade data also do not support the common hypothesis that, rather than 

becoming less competitive in world markets, Canadian agricultural production 

has been diverted toward satisfying domestic demand. There is considerable 

evidence, though, to support the opposite argument, namely, that Canadian 

lrncludes beef, veal, pork, mutton, lamb, goat, excluding edible variety 
meats, lard, rabbit and poultry meat. 
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agriculture has become more export-demand oriented, via wheat, and has 

suffered some loss in overall competitive position. Agricultural production 

has increased at a slow rate, especially livestock and livestock products, 

which have relatively high income elasticities compared to food grain. 

There has also been a greater proportion of crop production exported and 

increasing amounts of livestock and livestock products imported. 

Origin of Canada's Farm Commodity 
Exports and their Importance 

It is clear both from the wide array of commodities exported as well 

as the share of their production exported that foreign markets are of very 

direct importance as an outlet for farm products, particularly for the 

Prairie Provinces. However, a large pro~ortion of farm cash receipts in 

other areas is also derived directly from this source. Overall, 46 per cent 

of total farm cash receipts of Canadian farmers were obtained from exports 

during the years 1963 and 1964 (Table 4). On a regional basis 80 per cent 

of Prairie farmers' cash receipts were received from farm exports during 

this recent two-year period. In British Columbia the share was 38 per cent, 

the Maritimes over 15 per cent, with Quebec and Ontario receiving 13 per cent 

of farm cash receipts direct from farm exports. ouch data tell only a 

partial story of the importance of these farm exports since there are many 

indirect effects. Certainly there exists a national market for most of these 

exported products and price and profit effects are felt throughout the 

entire country. Also an increase from export sales of $1 has multiple 

effects on supnly industries and area employment and income. In Table 4, 

Column 4, minimum estimatesl of the regional impact have been prepared. The 

1 
The multiple effect is minimum in that no consideration is given to income 
effects on demand. 
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regional multipliers used vary from 2.5 for Ontario and Quebec to 1.5 for 

the Maritimes due to differences in composition of their exports.l Looked 

at in this way, there is considerable regional impact from expanded export 

sales. For all Canada nearly $3 billion additional income was generated on 

an average annual basis during 1963-64 as a result of farm exports. The 

corresponding figure for the Maritimes, excluding Newfoundland, was $27 

106 

million, for Quebec and Ontario over $485 million, for British Columbia over 

$36 million and for the Prairie Provinces over $2.3 billion.2 Relative to 

Canada's total national income the contribution of farm exports during 

1963-64 would be approximately 10 per cent of net national income at factor 

cost. 

On a commodity basis the regional share of exports, estimated in 

Table 5, indicates the importance of the Prairie Provinces not only as a 

source of grains and related products but also of livestock and livestock 

products. Although production of livestock and livestock products has 

increased at a more rapid rate in eastern Canada in recent years, a large 

proportion is consumed domestically and a considerable movement from the 

West has developed to supplement production. The Maritimes region is 

generally a deficit area in livestock products although within this area 

considerable movement exists, particularly from Prince Edward Island to 

other Atlantic provinces. Almost the entire export of potatoes is from the 

Maritimes, together with about 14 per cent of the apples. However, British 

Columbia is the main fruit exporting province as well as being an increas- 

ingly important source of apple and other exports. A number of vegetables 

lThese multipliers have be~n derived on a national commodity basis by 
Jossling and Trant, see footnote Q to Table 4. 

2Income estimates for the Maritimes, the Prairies and B.C. are undoubtedly 
slightly biased upward relative to Ontario and Quebec because the multi 
pliers are not dampened for inputs imported from other regions. 



Table _~ _ _g .. ':.20~_Contributi0.B.~_Fann Exports by COI1UTIodities, Average 
1963-54a 

Prairie British 
hari times Ont .-(./De. Provinces Columbia Commodityb 

Grains 
Grain products 
Flninal feeds of vegetable 

or animal or igin 2 
Oilseeds 
Oilseed products 
An irae l s living 0 
Heats 0 
other animal productQ 0 
Dairy products 0 
Poultry products 0 
Fruits and nuts 25 
Vegetables 5 
Potatoes 95 
Seed for sowing 0 
Eaple products 0 
Honey and bees 1 
Tobacco 
Vegetable fibres 
other vegetable 

products 10 

ùf 
/0 

Canada 

.3 
o 

.2 

13 
8 

90 
30 
15 
28 
98 
75 
15 
91 
1 

10 
100 
35 
99.8 

99.7 
100 

85 
92 
10 
65 
85 
72 
1 

25 
a 
o 
1 

88 

58 

100 

5 

o 

o 

5 
o 
o 
1 
o 

60 
4 
3 
2 

6 

30 55 

100 
100 

100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 

100 

Note: - indicates no exports while 0 indicates less than .05 million 
dollars or .5 per cent. 

aThe procedure f o l l.owed in allocat ing 1963 and 1964 f arm exports regionally 
was to up date estirr.ates developed by A. H. Ought red, "The Source of 
Canadian Agricultural Exports by jtegions, 1960", The Economic Annalist, 
February, 1963, p. 5. Regional contributions to exports by commodity or 
commodity group are estimated using one or more of the following 
procedures; export statistics for provinces and regions, judgment of 
con@odity specialists in Canada Department of Agriculture, export shares 
determined on the basis of share of production and consumption. 

bFor a description of items comprising each commodity group see Canada 
Trade in Agricultural Products \Vith the United Kingdom, the United states 
and all Countries, Canada Department of Agriculture, Economics Division, 
June, 1965. 
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and vegetable products are produced and exported and an increasing number of 

feeder cattle move to the United States from British Columbia. 

Ontario and Quebec are much more diversified in products exported and 

are the main source of many of these. Almost all the dairy and poultry 

products, vegetables, oilseed products, maple products and tobacco exports 

originate in these provinces. 



III. THE COMPETITIVE POSITION OF AGRICULTURAL COMMODITIESl 

Some indication has been given of changes in the general trade 

advantage of Canadian agriculture and its relative position in world markets 

by observing various changes in Canada's trade pattern. To assess more 

accurately the level of comparative advantage requires comparing production 

costs at existing output levels for selected commodities important both in 

Canadian agricultural trade and in total farm production. These are obtained 

in some cases by reducing c.i.f. prices in world markets for such things as 

tariff charges, transport costs and export assistance so as to view both 

factors affecting trade and the domestic production costs. In other cases, 

average producer prices or a proxy variable provide the basis for inter- 

country comparison. 

Wheat, being an important farm product affecting comparative costs of 

other crop and livestock products is considered first, followed by other 

feed grains, selected livestock and livestock products and important special 

products • 

. 2 
Wheat 

The absolute cost advantage enjoyed by Canadian wheat can be seen when 

its movement is traced all the way from the Canadian producer to the final 

export markets and costs are compared en route with those of competitive 

wheat. A detailed breakdown of comparative costs for Canadian and American 

wheat exported to Rotterdam and to Japan is given in Table 6. The estimated 

lThe analysis in this section utilizes and expands on earlier work of n.R. 
Campbell. 

2Much of this analysis is an expansion of studies conducted by the U.S.D.A. 
Foreign Agricultural Service and by W.G. Malaher, "U.S. and Canadian 
Movement of Wheat to the European Common Market," Searle Grain Company 
Newsletter. 
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producer price for Canadian No.2 Northern of $1.69 is considerably less than 

the $1.85, ($1.71 U.S. funds), received by the U.S. producer of No.1 Hard 

Red Winter in March 1965. If correction is made for quality differences, or 

if No. 4 Northern is used, (which sold in Rotterdam during March for approxi 

mately the same price), the Canadian producer is estimated to receive 

approximately $1.54 or has a relative advantage over the U.S. producer of 

$0.31 per bushel. 

Argentinian River Plate wheat, selling in Rotterdam for $1.89 per 

bushel, had an f.o.b. up-river price of $1.54 per bushel during the latter 

part of February, 1965. When adjusted to an equal Canadian quality basis our 

relative cost advantage is 22 cents. In the case of Australia the f.a.B. 

bulk price in February 1965 was $1.66, whereas, the c.i.f. U.K. price was 

$1.99. Adjusting the Australian producer price for an average support pay 

ment of four cents raises the price to $1.70 per bushel which if adjusted for 

quality differences, is about seven cents higher than that for comparable 

Canadian wheat. 

Compared to the other major wheat exporters, Canada enjoys an absolute 

advantage in wheat production, the magnitude ranging from seven to 31 cents 

per bushel. However the high variable levy on wheat exports to E.E.C. coun 

tries, $1.43 for No.2 Northern entering the Netherlands and $2.03 entering 

West Germany, makes all wheat and especially high-quality wheat very expen 

sive in these countries. In Japan the import levy averaged 45 cents per 

bushel in 1964 from all imported wheat and would partly explain the increased 

interest by major exporters in supplying this expanding market. Ocean trans 

portation costs to Janan from Canada and the United States are the same but 

usually one to two cents per bushel higher than Australian, tending to reduce 

our advantage in far eastern markets relative to Oceania. 
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Each major wheat exporting country assists wheat producers in some 

way, usually through price guarantee or support activity. For the 1964-65 

crop year the Argentina support price was (U.S.$) 1.41 per bushel; Australia 

increased its guarantee price to (U.S.$) 1.73 and the quota to which this 

applies was raised 50 per cent. Both South Africa and the U.S. have a two 

price system. In the former, support prices for export and domestic use of 

the 1964 crop were $2.28 and $2.45 respectively, while the corresponding 

figures for the United States were $1.55 and $1.95. With the exception of 

Canada and Argentina, production subsidies have been active in altering the 

competitive position of wheat by encouraging less efficient production and 

rising land prices. In the case of Australia from 1945 to 1957, except for 

three seasons, growers contributed to a Stabilization Fund as export returns 

were higher than the guaranteed price. Since the decline of world prices in 

the mid-1950's and with steady increases in their guaranteed price, rapid 

production increases occurred so that by 1959-60 withdrawals had exhausted 

this fund and Government supplementary payments have been the source of funds 

ever since (Table 9, Column 1). 

In the United States a high price-support policy existed under the 

Truman administration but was reduced gradually under Eisenhower. Following 

a rise in wheat prices in 1961-62, the present two-price policy evolved and 

over-all producer-price reductions have since taken place. The effect of 

American support programmes, however, has been to raise the producer price 

of wheat and indirectly prices of all other substitutes and livestock. At 

the same time the wheat acreage allotment system, upon which price supports 

are based, although reducing total wheat production, has promoted shifts 

from major wheat growing areas to marginal areas, altering the relative com 

petitive position of American wheat in world markets and requiring a 
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substantial export subsidy in order to sell in commercial markets. At the 

same time the net income of American wheat producers has not improved rela 

tive to Canadian wheat growers due to support benefits and land-rental 

payments being capitalized directly into land prices and costs. This is seen 

in Table 7 comparing net farm income and land-price movements in the Prairie 

provinces with Montana and North Dakota, two of the most important wheat 

producing states. Since the mid-fifties, land prices in Montana and North 

Dakota have increased by more than eight per cent per year, while Prairie 

land prices rose by only five per cent per year. On the other hand, net farm 

income increased by approximately one and 2.8 per cent respectively, the 

result being that the pay-back period is presently almost twice as long for 

a young man entering farming in North Dakota and Montana compared with his 

Prairie counterpart, (12 years to 5.9 years, Table 7, Column 4). 

Over the past two decades all major exporters have generally main 

tained their position in world markets. Their share of world wheat exports 

in 1960-63 again approached the 1924-28 figure of 90 per cent (Table 8). 

This position has been maintained on the basis of expanding world demand for 

food and feed grains rather than relative gains to other countries in pro 

duction advances or reduced prices or costs. The general rise in wheat 

exnorters' prices is shown in Table 9. Relative to other major exporters, 

Canada has maintained a substantial competitive advantage in wheat production 

over the past decade but this anpears to have been gradually reduced even 

though consideration must be given to the quality advantage of Canadian wheat 

and future demand for it. It is necessary, though, to keep separate changing 

competitive advantage and the changing magnitude of trade advantage. Recent 

sales to Russia and China have greatly expanded the commercial market in 

which Canadian wheat producers have a trade advantage and this is viewed to 
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Table 7: Comparison of Land Prices and Farm Income of Wheat Producers in 
Canada and the United States, Selected Periods 

Item Prairie Montana 
Provinces and North Dakota 

(1) Value of Land and Bui1din&~($mi11.) 

1926-29 1975 1560 
1953-57 3250 3006 
1960-64 4881 
1961 4290 

(2) Annual Gross Farm Income ($mi 11. ) 

1926-29 615 422 
1953-57 1304 985 
1960-64 1091 
1960-62 1620 

(3) Annual Net Farm Income($mill.) 

1926-29 283 162 
1953-57 652 382 
1960-64 409 
1960-62 722 

(4) Payback Period, Ratio P)/P) 

1926-29 6.9 9.6 
1953-57 5.0 8.0 
1960-64 12.0 
1960-62 5.9 

Source: The data covering the period 1926-57 was obtained from D. Gale 
Johnson, Income and Resource Effects of Canadian and U.S. Farm 
Policies: A Comparison, Agricultural Economics Research Paper 
No. 5912, 1959, p. 34. 

The U.S. series has been up-dated using U.S.D.A., The Farm Real 
Estate Market and Farm Income Situation data. Canadian data is 
obtained from 1961 Census of Agriculture and issues of Quarterly 
Bulletin bf Agricultural Statistics. 
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have long-range possibi1ities.1 Such developments, however, in no way assure 

wheat producers of a more competitive cost structure. Increases in wheat- 

producer costs have taken place in Canada at what appears to be a faster rate 

than for other major exporters except Argentina. This has been due to rising 

input prices without offsetting productivity increases. Yield increases have 

not been encouraging, possibly due to unfavourable weather-fertilizer 

relationships. For example, over the period 1935-62 the annual rate of yield 

increase was 2.3 per cent, surpassing all countries except the United States 

(Table 10). During the past 15 years weather variation has obviously been 

the greatest force affecting Canadian wheat yields and these have not kept 

pace with increases in the United States. Although it is helpful to look at 

Canada's relative position to the United States over time, it is difficult to 

assess the importance of recent changes in that country. The wheat-support 

programme has not stymied yield increases; rather, the reverse has occurred 

with land being substituted with fertilizers and other chemicals. Price 

supports have been reduced in recent years and together with high livestock 

prices have resulted in increased feeding of wheat to livestock in that 

country. Over-all, the competitive position of the United States appears to 

have improved relative to this country, especially in feed wheat. 

Australia has gained by its close proximity to expanding wheat markets 

in Japan and China; however, rising guarantee prices and encouragement of 

more acreage in wheat has also promoted inefficient production, reducing 

somewhat the competitive position of Australian wheat producers. 

1 See W.J. Anderson, '~arket Demand Outlook for Farm Producers," Resources 
For People Proceedings, Saskatchewan Resources Conference, January 20-21, 
1964, pp. 111-116. 
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Table 10: Wheat Yields of Selected Countries 

Average Average Average % Change 
Country 1910- 1920- 1930- 1940- 1949/50- 1954/55- 1959/60 1935-39 

1919 1929 1939 1949 1953/54 1958/59 1963/64 1960-62 

bus h e 1 s per a cre 

Africa 8.3 10.9 11. 4 11. 4 0.8 

Argentina 14.0 17.3 19.7 19.8 1.0 

Asia 12.4 12.6 13.3 

Australia 9.9 11.8 12.8 13.3 17.3 16.9 18.5 1.5 

Canada 16.9 16.9 12.5 16.9 20.5 19.3 19.7 2.3 

China 14.6 13.6 12.9 

Europe 22.1 23.0 24.9 28.9 

U. S.A. 14.1 14.0 13.3 17.1 16.5 21.5 24.4 2.7 

U.S.S.R. 11.9 12.5 14.1 15.0 

Sources: The 1910-1949 data was obtained from D.G. Johnson and R.L. 
Gustafson, Grain Yields and the American Food~lY, University 
of Chicago Press, 1962, Table 38. The other data obtained from 
F.A.O., Production Yearbook, 1963 and U.S.D.A. Increasing World 
Food Output. F.A.S. Report No. 25, p.107. ------ 

Feed Grains _----- 

Oats and barley are the traditional feed sources; however, feed wheat 

has gained prominence as a livestock feed in North America. Corn is an 

important feed in Eastern Canada, while linseed oil meal and soybean meal are 

important supplements. 

Since about 80 per cent of the oats and barley and almost all of the 

feed wheat are produced in the Prairies, an unfavourable wheat-export 

situation has a direct impact on feed-grain prices and costs. Under rising 

exports and high wheat prices, oats, barley and rye production have declined. 
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Although some barley is shipped to Britain, Japan and the E.E.C., an 

assessment of the competitive position of Canadian feed grains primarily with 

those in the United States, is undertaken due to the interrelated nature of 

feed grains and livestock in North America and since the United States is by 

far the largest world producer and exporter of feed grains. 

Comparing Canada No. 1 feed barley and United States No.3, the March 

1965 in-store Lakehead price of the former was $1.11 per bushel, approxi- 

mately eight cents less than the Minneapolis U.S. No.3 price. Since a 

tariff of seven and a half cents per bushel exists both ways and Canadian 

Wheat Board licenses are required for imports of wheat, oats, and barley, 

very little trading occurred. The advantage of Western Canada barley is even 

greater in Eastern Canada markets, since transport costs are lower from the 

Lakehead than from interior Minnesota points.l 

The March price quotation for No. 1 and No.2 Canadian feed oats in- 

store Lakehead was $0.73 and $0.70 respectively, while U.S. No.2 white oats 

Minnea~olis was (Can. $) 0.70. Canada No.1 and U.S. No.2 white oats, 38 

pounds, being more comparable gives the United States a cost advantage in 
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these areas and to the east. Oats move in Canada from West to East with 

transport costs to Guelph, for example, of $0.11 per bushel less a feed 

freight subsidy of $0.08 per bushel. The Ontario2 feed oat price in March 

was $0.78, a price difference then of from three to eight cents higher than 

lThe transport cost between the Lakehead and Guelph, Ontario is 14 cents per 
bushel for barley. The freight cost of transporting barley between Moor 
head, Minnesota and Duluth-Superior is approximately $0.12 (U.S.) per bushel. 

2F.o.b. any Lake Ontario point. 



at the Lakehead. In the eastern United States, prices are usually one to 

three cents per bushel higher than further west due to the substantial oats 

production that takes place. With the tariff of four cents per bushel 

separating Eastern United States and Canadian markets, little import incen 

tive exists even if import licences were available. However, without freight 

subsidies and import tariffs, a significant amount of oats would be imported 

to Eastern Canada at March prices even though the grain trade estimate that 

up to a two-cents per bushel difference is required in laid-down price due 

to uncertainties in grades and weights of United States oat shipments. West 

of the Lakehead the competitive position is more difficult to assess due to 

the existence in Canada of non-quota prices. The Prairies are surplus pro 

ducers of wheat, oats and barley and marketing quotas levied on these 

commodities create substantial stock build-up on farms, resulting in inter 

farm sales at lower prices than those based on Lakehead quotations adjusted 

for transportation costs. The Wheat Board producer price reflects production 

cost plus storage and time preference costs and bias downward the Canadian 

competitive position of feed grains in Western Canada. Wheat Board pricing 

Policy then has a vital role in affecting the competitive position of 

Western feed grains, particularly of oats, and the associated livestock 

economy in Western Canada. 
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Corn 

The United States enjoys a considerable cost advantage in corn pro 

duction desnite what is considered to be a high price support of $1.25 for 

the 1964 crop. The Chicago No.3 yellow corn price during March was (Can.$) 

46.65 per ton; with an eight cents per bushel tariff, this raises the price 

to $49.51 and after transportation, the laid-down price in Prescott is 

$63.26. The Ontario corn price at Prescott of $64.00 and at Chatham $55.00 

98510-9 
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per ton f.o.b., indicates crudely the location confines of our corn advantage 

under tariff protection of eight cents per bushel. The average American 

price of corn to Midwest farmers was eCan.$) 47.50 or approximately $15.00 

per ton less than that paid by Prescott area farmers. 
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Linseed and Soybean Meal 

Although about 60 per cent of world flaxseed exports are from Canada, 

the United States and Argentina are also important producers and exporters of 

meal and oil. On a flaxseed basis, Canadian producers presently enjoy a 

slight cost advantage over American producers. The July 1965 price of No. 1 

flaxseed, delivered in Toronto, was $2.98 per bushel while the American farm- 

gate price was eCan.$) 3.12. The advantage is reflected in the American 

tariff of 50 cents per bushel on flaxseed and 15 cents on linseed meal enter- 

ing the United States. Meal entering Canada is duty free while a 10 cent per 

bushel tariff is levied on flaxseed. For linseed oil meal the United States 

has a cost advantage; for example, July meal 32-36 per cent solvent Chicago 

sold for eCan.$) 79.09 per ton, while the average price paid by Ontario 

farmers was $5.14 per hundredweight, or $102.80 per ton. American flaxseed 

millers appear to enjoy a great advantage in efficiency possibly due in part 

to location advantages over their Canadian counterparts, giving rise to our 

higher priced meal and difficulty in expanding meal exports beyond Britain. 

Argentina appears to have a great cost advantage over both Canada and the 

United States in flaxseed, linseed oil and meal production.!1 

1 
For example, in 1962 the Argentina producer price for linseed in port 
Buenos Aires was 7.2 cents per k.g., while the in-store Lakehead price 
for Canadian producers was 12.2 cents per k.g. and the Minneapolis price 
12.0 cents per k.g. The 1962 U.K. c.i.f. price for Argentina meal, 39 
per cent protein was 9.5 cents per k.g. and oil 25.4 cents per k.g. The 
corresponding U.S. price f.o.b. New York for linseed oil was 33.7 cents 
per k.g. in 1962. See F.A.O., Production Yearbook 1963, p. 323. 



United States soybean meal also enjoys a competitive advantage and 

flows into Canadian markets from the Mid\vest free of duty. The United States 

price of soybean meal, 44 per cent solvent at Decatur in Narch, was 

(Can.$) 79.27 per ton, while the price laid down in Guelph was $93.27 per 

ton. 

Feed Grain - Summary 

Based primarily on }larch costs the United states has a relative cost 

advantage in feed grains and supplements, although this is partly balanced 

by Canadian barley and feed-wheat advantages. These positions, however, 

are not stable and are influenced by many secular and cyclical factors. 

Until recently the United States wheat and feed-grain programme greatly 

increased domestic feed-grain prices, particularly of wheat. Rising 

foreign demand has also acted to boost prices of corn and soybeans and 

promote their production relative to oats and barley. Since 1950, the 

United States has maintained and even strengthened its advantage in oats, 

corn and soybeans. Following the 1964 crop year, the competitive position 

of United States feed wheat has greatly improved even though still not 

competi ti ve with Canada's feed wheat , The price of United States feed wheat 

is now generally below that in Canada (Figure 2) but producer returns or 

production costs per bushel are still substantially higher in the United 

States. In addition to wheat, Canada's strength has also been in barley 

and flaxseed, although in the case of barley the difference has been narrow 

in some years, due mainly to rising United States barley yields. 
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FIGURE 2 

BARLEY, CORN AND FEED WHEAT PRICE COMPARISONS a 
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a Price comparisons are for; united States No.3 yellow corn anù No.2 Red 
winter wheat wholesale price, Chicago; Canada No.1 feed barley and feed 
wheat in-store Lakehead export and domestic price, data for 1964-65 are 
preliminary estimates. 

b USDA estimates of feeding value of cash grain relative to corn, wheat 
equal to 105 per cent of corn with oats and barley 91 per cent, see 
USDA Wheat Situation, October, 1964, p. 26 and Consumption of Feed by 
Livestock, Production Research Report No. 79. 
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Comparing the over-all feeà grain position, the United States enjoys 

a substantial cost advantage over Canada due mainly to corn. Barley, oats 

and wheat prices both in Canada and the United states have become relatively 

expensive feeds (Figure 2) although United States wheat prices have been 

reduced sharply to compete with other feed grains in eastern and western 

states. In the Prairies, barley and feed wheat obviously have advantages 

over corn but in Eastern areas these are reduced. The in-store Lakehead 

price of Canada No.1 feed barley is quite high relative to the Chicago 

price of No.3 yellow corn in terms of livestock feed value. Barley prices 

in eastern Canada are similar to the Lakehead price due to transport costs 

of about $0.32 per hundredweight to Prescott, being offset by $0.27 per 

hundredweight feed freight subsidy. A $0.12 per hundredweight tariff is 

imposed on corn and transport costs from Chicago to Prescott are $0.70 to 

$0.88 per hundredweight by rail. This means that under existing restraints 

corn has an over-all disadvantage relative to barley in eastern Canadian 

markets, excluding Southwestern Ontario.l The removal of any of these 

restraints such as the feed freight subsidy, lower freight rates on corn, 

or what amounts to the same thing, greater corn storage facilities, would 

greatly expand the competitive position of corn in Eastern Canada. Tariff 

removal on imported corn would appear to be of lesser importance in altering 

competitive cost advantages. 

1 
Although the Chatham corn price is related to the Chicago price it is 
usually higher by at least the eight cent per bushel tariff, however, corn 
still has a considerable advantage over barley in this area. 
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Livestock and Livestock Products 

In addition to being a source of feed-grain utilization and directly 

affected by crop conditions and rotations, interrelationships also exist be- 

tween livestock enterprises. In North America and especially Eastern Canada, 

the dairy industry has a closer link with beef production than is frequently 

recognized. Changes in the dairy industry have an impact on beef slaughter 

and also on the hog industry since skim milk is a common hog feed. 

Milk and Milk Products 

In 1964, Canada produced the equivalent of 18.5 billion pounds of milk, 

ranking sixth as a world producer, while the United States was first with 

126.5 billion pounds. Most Western European countries and Oceania are impor- 

tant milk producers and exporters of dairy products. During the past decade, 

most countries contracted dairy herds even though production increased 

through herd improvement. Although Canada ranked no better than eleventh in 

1964 in milk-cow yield or at 60 per cent of the Netherlands level, the rate 

of increase has been more rapid than in most other countries. These statis- 

tics bear little resemblance to cost of production in these countries due to 

this being a highly protected industry in all major countries. For example, 

the average United States producer milk price in 1964 was (Can.$) 4.45 per 

hundredweight, while the corresponding Canadian overall milk price was a very 

low $3.19 per hundredweight.1 Average producer prices are below this only in 
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Denmark, Australia and in New Zealand. Dairy product export subsidies are 

not needed by New Zealand or Denmark to compete in world markets, however, 

Australia assists exports of butter, cheese and processed milk products. 

Britain is almost the only free butter market and New Zealand and 

lInterestingly enough, though, the average Canadian fluid milk price appears 
to be the highest of any major milk-producing country. 



Denmark butter is laid down there much cheaper than Canadian butter even with 

an 11 cent subsidy used to reduce the producer guaranteed price of 64 cents. 

New Zealand is also favoured with a 5 cent per pound tariff compared with 8 

cents imposed on Canada and 12 cents on "most favoured nations". 

In cheese Canada cheddar obtains a 10 cent per pound premium in the 

British market, selling for 48 cents per pound during the first quarter of 

1965. It would be difficult to compete on price with New Zealand and 

European cheese since a six-cent export subsidy is already paid on Canadian 

cheese shipments and laid-down prices in London for New Zealand and Dutch 

finest white cheese, 35 cents per pound; however, a three-cent cost advantage 

prevails over American cheddar, the extent of the tariff separating North 

American markets. 

Livestock and Meat 

During the past 15 years North America has become a trade-deficit area 

in meat production. The United States is one of four large meat-deficit 

areas in the world and at the same time the largest world-meat producer,l 

yet it is also a net exporter of meats to Canada (excluding live animals). 

Australia and New Zealand are the other principal exporters of meat to 

Canada. Our meat exports are mainly beef to the United States and some cured 

beef and pork to the West Indies. 

The whole pattern of livestock trade evolving in North America is an 

interrelated one and increasingly dynamic. Both Mexico and the Prairie 

Provinces are substantial suppliers of feeder cattle to the United States; 

however, for a period in 1964 this movement from the Prairies was reversed 

but has since returned to normal. Canadian feeders also move from the West 
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The other major meat deficit areas are the E.E.C., Britain and a fast- 
growing Japan. 



to eastern feedlots to supplement their supply which is heavily dependent on 

h da i . d 1 t e airy in ustry. Ontario and Alberta are the principal areas in which 

cattle are finished and when price ratios are favourable considerable border 

movement in finished cattle takes place. These shifts are sometimes quite 

rapid, indicating the changeable nature of the competitive position of live- 

stock production and the direct ties between the two areas. In 1964 during 

different months price ratios between the two countries varied enough to 

reverse both feeder cattle and beef movements. The May 1964 good feeder- 

steer price in Regina was $21.71 per hundredweight, while the Kansas City 

price for good feeder steers, 500 to 800 pounds, was (Can.$) 20.96. The 1964 

August prices, however, were Regina $19.35 and $20.15 in Kansas City. On a 

choice slaughter-steer basis the May 1964 Toronto price was $24.25 per 

hundredweight and in Chicago $22.16, while in August this was reversed to 
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$24.25 and $27.28 respectively. 

Although rapid shifts due to price changes take place, a number of 

dampening forces slow down the trade flow and contribute to price instability, 

the most important being a l~ to 2~ cent per pound tariff on feeders entering 

the United States and l~ cents per pound when feeders enter Canada.2 For 

fresh or frozen beef or veal the tariff is 3 cents per pound both ways and 

for Oceania shipments. Although competitive costs are difficult to assess 

due to short-run cycles, it would appear from trade flows, average prices 

over the past five years and in view of existing tariffs, that for average 

levels of western feeders produced over this period, Canada continues to 

lIn 1964 approximately 200,000 feeders were recorded shipped to Ontario and 
approximately 85,000 slaughter cattle and calves to all Eastern Canada. 
Over 35 per cent of cattle-slaughter sales in 1964 of nearly 2.5 million 
were in Ontario and almost 30 per cent in Alberta; however, about 50 per 
cent of Canada's ~ million calf-slaughter sales in 1964 were in Quebec. 

2 
The American tariff on slaughter-feeder cattle is l~ to 2~ cents' per pound, 
depending upon weight, and enter under a quota. 



enjoy a substantial cost advantage. In beef the Canadian-American position 

is more difficult to determine even though Australia and New Zealand enjoy an 

advantage over both areas. The tendency for beef prices in Toronto to be 

slightly below those in Chicago reflect the Canadian cost advantages in forag-e 

grazing and wage rates over lower American feed grain prices, high technology 

levels of western feedlots, a generally Hanner climate being conducive to more 

rapid rates of gain and lower fixed costs and a greater supply response to 

livestock price changes. A considerable volume of beef and veal movement 

exists be tvroen the two countries wi th Canada supplying a larger volume. Small 

American i nf Icws of cured and canned beef again indicate the complementarity 

existing between the two beef industries, especially since Canada supplies a 

large volume of canners, cutters and veal from dairy herd reductions. Other 

beef movements appear to be influenced by a number of factors including tar 

iffs, area supply and price variation in Canada and differences in market 

structures within the two areas. 

Although Canada's competitive position in beef presently appears quite 

favourable, the future is less certain. Cattle numbers in the United States 

have been increasing at a greater rate than in Canada, ignoring cyclical 

effects. Rapid technical advances are being made in their beef feeding and 

significant developments are taking place in feeder enterprises in the South. 

Hidwest farmers are purchasing increasing numbers of low-cost feeder cattle 

from the entire South and Southeastern United States. The longer-term compet 

i ti ve position of Vlestern Canadian beef producers will be greatly affected by 

the future wheat and feed grain supply-demand situation while the position of 

Eastern Canadian beef producers is largely determined by developments in feed 

er cattle supplies and feed grains in both Eastern Canada and the Midwest. 

In the case of hogs the United States appears to have a general compet 

itive advantage; for example, in Harch 1965, Toronto Grade A dressed hogs 
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sold for $27.80 plus a $3 bonus to the producer. American barrows and gilts 

all weights in eight Midwest markets averaged on an equivalent basis (Can.$) 

24.45. At Edmonton the comparable price was approximately $23.70. The 

differences between eastern and western markets both in Canada and the United 

States partly explain the trade pattern between the two countries. There are 

also significant differences in quality and type of pork produced which makes 

for complementary relationships; for example, high-quality Canadian fresh 

hams are exported, while lower-quality hams and pork cuts are imported into 

Canada. Since the removal of our embargo on American pork in 1960, the 

United States has increased exports. This movement takes place despite a 1~ 

cents per pound tariff both ways on fresh or frozen pork, while for hams the 

American tariff is 2 to 3~ cents per pound, depending on whether unboned or 

honed and the Canadian tariff levied is 1~ cents and up to 25 per cent on 

canned pork. Since 1960 hog numbers have declined generally in both the 

United States and Canada; however, a much greater recovery has occurred in 

Canada, particularly in the East since 1963. The slowdown in American pork 

production in recent years and price increases are partly due to a hog-cycle 

peak and more importantly to rapidly expanding demand for beef and the shift 

to beef production. Such changes then as beef and milk product prices, wheat 

and feed grain prices act to greatly alter the competitive position of hog 

production and illustrate the changeable nature of comparative advantage in 

livestock products between Canada and the United States. 

Other Livestock Products 

The declining state of sheep production in Canada and the increased 

exports of mutton and lamb from the United States and especially New Zealand, 

despite tariffs of six cents per pound and one-half cent per pound respec 

tively, indicate the relative competitive disadvantage of this industry. 
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The position of poultry and eggs varies with specific products and 

between western and eastern Canada. These cost advantages in 1964 can be 

indicated by trade movements despite substantial tariffs. Baby chicks moved 

to the United States with a two-cent tariff imposed on each while turkey 

poults were imported under a 12~ per cent duty. An equal movement in exports 

and imports of eggs took place between Canada and the United States despite 

a three and a half to five cent per dozen tariff. Additional imports entered 

Canada from the United States mostly in birds not eviscerated. The flow to 

Canada in 1964 was four times that to the United States and took place 

despite a 12~ per cent Canadian duty and a two and a half cent per pound levy 

applied by the United States. Some eviscerated turkey movement to Canada 

occurred despite licensing requirements and a five to ten cent per pound 

Canadian tariff. Canadian broiler and turkey producers have high comparative 

costs relative to those in the United States, part of which is due to the 22~ 

per cent tariff on processing, feeding and ventilating equipment, higher feed 

costs, higher condemnation rates and slower gains in feed conversion.l 

Fruit and Vegetables 

Canada imports large amounts of fruit and vegetable products from the 

United States, many of which enter duty free or under specific duties imposed 

during our marketing season. Their general advantage stems in part from 

climatic differences, a greater variety of warm weather crops can be grown 

and an early season advantage is enjoyed, as well as due to regional location 

and production efficiency. There are some commodities in which Canada does 

have an overall advantage, namely turnips, seed potatoes, blueberries and 

raspberries. Others such as carrots and strawberries have an advantage in 

1 
The average U.S. feed conversion rate in 1940 was 4.2 pounds of feed per 
pound of live broiler while by 1965 this was down to 2.5 pounds. U.S.D.A. 
Press Release Number 2684-65, August 30, 1965. 
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certain regions at certain times of the year. The two products contributing 

greatly to our fruit and vegetable exports, apples and potatoes, both enjoy 

this type of regional and seasonal net advantage. 

On movement of potatoes between Canada and the United States a high 

tariff of 37~ cents per hundredweight exists both ways;l however, Canadian 

early and late summer potatoes are competitive in American markets both on a 

price and quality basis even though variation in potato production from year 

to year exists and acts to alter any normal price and trade pattern. Despite 

generally lower prices over recent years, production has expanded, (approxi- 

mate1y five per cent per year), in Canada due mainly to rising yie1ds.2 The 

most marked advances, however, have been in the Maritimes in both production 

and yield. As a result exports of seed and table stock have expanded con- 

siderab1y while imports of late summer and fall potatoes have been reduced. 

United States production has been quite stable over-all but a marked drop in 

3 early and late summer potatoes has occurred. 

In apple production Canada also enjoys a net competitive advantage. 

For example, in March 1965 the wholesale Los Angeles price for B.C. Red 

Delicious size 80-135 was $5.38 per bushel while $5.25 per bushel for 

1This is the American rate on a quota of not over 600,000 bushels beginning 
September 15 plus any amount by which American production estimate on 
September 1 is less than 350 million bushels. On amounts over this the 
rate is 60 cents per hundredweight up to one million bushels, then 75 cents 
per hundredweight. 

2A1though average yield increases have been more rapid in Canada over the 
past decade and a half, they are still well below those for the United 
States. For example, for the 1960-63 period the average yield for all 
potatoes in the United States was 320 bushels per acre while for Canada it 
was 252. See F.A.O. Production Yearbook, 1963. 

3Maine and Idaho account for approximately 50 per cent of the fall production 
and have expanded their production only slightly. See Canada Department of 
Agriculture, Crop and Seasonal Price Summaries, Fresh and Processed Fruit 
and Vegetables, Volume 17, 1963-64, Part II, p. 29. 
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Washington Red Delicious size 64-113.1 The higher transport costs and the 

l2-cent tariff suggest a producer-cost advantage for B.C. apples over those 

in Washington State. This advantage was enhanced in eastern American markets 

due to transport-cost advantages.2 The March wholesale price in Halifax for 

medium Nova Scotia Red Delicious was higher than for other producing areas 

in Canada; however, cost advantages were enjoyed in McIntosh apples. 

While Canada's apple exports have gradually increased to about three 

times the level of imports, adjustments have taken place in apple-producing 

areas of Canada. Most of the Canadian expansion has been in British Columbia 

with slower growth in the other areas. The Annapolis Valley has undergone 

considerable adjusting to improve production efficiency while competition 

from non-farm developments for orchard land and labour in Quebec and Ontario 

provided upward pressure on production costs. American production has 

remained quite stable over the past decade and a half; however, considerable 

changes have occurred in many bordering states with sharp increases in new 

of the world Canadian dnd particularly A.rnerican production have not kept 

pace; nor have apple exports. In Hestern Europe, particularly Hest Germany, 

nor have apple exports. In Western Europe, particularly West Germany, 

France, Britain and especially Italy production has increased at very rapid 

rates over the past five years. The same increases have occurred in 

Australia and to a lesser extent in New Zealand. Although almost all of our 

imports are presently from the United States, with a few from New Zealand, 

it has been suggested that due to "controlled atmosphere" developments in 

1 
Both products tray pack and regular storage. 

2The rate for British Columbia apples to New York was $2.38 per hundred 
weight while for Washington and California, (Can.$) 2.44. The rate 
advantage is even greater to Eastern Canada markets. 
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other countries our net competitive advantage may be short lived with 

increased future imports from Oceania and Western Europe taking place.l 

The Comparative Advantage of Canadian Agriculture 

Canada maintains an over-all comparative advantage to the rest of the 

world in agricultural production at existing production levels. A relatively 

stable absolute advantage is enjoyed by many commodities, for example, wheat, 

barley, flaxseed, rapeseed, milk production, grade-dairy cattle, some cheeses 

and other milk products, tobacco, turnips and some fruit. For a number of 

other commodities a competitive advantage exists with selected countries but 

is unstable relative to the United States, varying by seasons of the year 

and due to regional production and transport costs, for example, feeder and 

slaughter cattle, hogs, a variety of meats, eggs, apples and potatoes. The 

magnitude of this advantage has not remained stable over time but rather 

Canada's competitive position in total has been reduced relative to the rest 

of the world. This is not reflected directly in our over-all trade picture 

since the magnitude of our trade advantage has been bolstered by wheat 

exports, but is revealed by rapidly rising import£ of farm products competi- 

tive with domestic production, a relative slowdown during the past 15 years 

in farm production of most commodities, and the rapid increases that have 

occurred in costs of production both over time and relative to other coun- 
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tries. These cost increases have been observed on a commodity basis and are 

reflected directly in aggregate producer prices. For example, both prices 

received by Canadian farmers and farm export prices have increased approxi- 

mately 1.5 per cent per year since 1957. On the other hand, as revealed in 

1 
See the address by Mr. A.E. Calkin, Scotian Gold Co-operative at Annual 
Meeting of Nova Scotia Fruit Growers Association, December 1964, Kentville, 
Nova Scotia and reported in January 5 issue of The Maritime Farmer, p. 27. 



Table 11, import prices of farm goods entering Canada and prices received by 

American farmers have been quite stable for the past decade. 

Table 11: Comparative Agricultural Producer Price~lected Periods 
il227-59 = 100) 

1950-52 1954-56 1961-63 

Canada 

Farm Prices of Agricultural Pds. 114 97 110 

Agricultural Export Price Index 112 99 109 

Agricultural Import Price Index 116 104 103 

U.S. Prices Received by Farmer 98 117 100 

Source: D.B.S. and U.S. Department of Agriculture. 

A great number of factors have contributed to the rising costs of 

production in Canadian agriculture and many have already been discussed as 

they affect specific commodities. In general the most important are associ- 

ated with events taking place in the Canadian economy and within agriculture. 

Although exchange depreciation in 1962 contributed to some of the recent rise 

in costs, and tariffs exist on many products used as farm inputs, the more 

important factor affecting costs has been the rapid rate of growth in 

Canada's industrial activity of seven per cent per year. Low levels of 

unemployment, highway expansion programmes and increased investment activity 

have accompanied this growth. The result has been tremendous pressure on 

farm input prices in all parts of Canada, particularly Ontario and British 

Columbia. Hired farm wage rates have increased between four and six per cent 

per year while farm-land prices have risen six per cent per year during the 

1951-61 period. Land prices in British Columbia and Ontario increased over 

the same period at approximately ten per cent per year. Rapid price 
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increases have occurred for purchased inputs at about 3 per cent per year; 

for exernpl e, fertÙizer prices are not only higher than in n:ost count r i es l 

but have increased at the rate of 2.5 to 3.0 per cent per year. l~ese price 

increases have been much more rapid than corresponding increases in many 

other countries especially the United States.2 

The over-all rate of technological progress in Canadian agriculture of 

3 per cent per year:! during the past decade has operated to dampen some of 

these cost effects but has not been rapid enough to improve the net t ncon.e 

posi tion of agriculture. The result is that the competitive position of 

agriculture has been maintained in part by production adjustment and reduc- 

tion in farm labour returns. Agriculture's cyclical gain appears to be 

closely related to wheat yields as opposed to technological superiority, 

implying that much of this gain has been in the Prairie Provinces. 1~is is 

supported by the relative iraprovement in net farm income in that area. The 

secular rise in over-all productivity appears to be due to rapid replacement 

of low-productivity labour in agriculture with labour-saving machinery and 

equipnent. The relatively rapid labour decline in the l1aritimes of five per 

cent compared with an over-all decline of 3.5 per cent for the past decade 

appears to be the major source of this efficiency gain in Eastern Canada. 

This decline in farm operators has been mostly from the young farm group. 

lSee FAO Production Yearbook, 1963, pp. 356-371. 

21~e prices paid by American farmers for items used in production included 
labour and taxes increased between 1 and 1.5 per cent per year during the 
1950-64 period. Farm wage rates, though generally higher than those in 
Canada, increased by 3 to 3.5 per cent per year, fann machinery price 
increases were similar to labour but most other items had stable or lower 
prices. Feed prices declined and fertilizer prices have been completely 
stable with slight price declines in recent years; see Economic Report of 
President, Annual Report of the Council of Economic Advisors, Washington, 
1965, p. 277. 

3See I. F. Furniss "Productivity of Canadian Agriculture 1935-60: A Quarter 
Century of Change", Canadian Journal of Agricultural Economics, Volume XII, 
No.2, 1964, p. 42. 
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The proportion of farmers below 44 years of age declined from 47 per cent in 

1951 to 40 per cent by 1961, while those under 35 years of age declined from 

1 22 to 17 per cent. Since the education level of young farmers is generally 

higher than the older age groups, this has meant at best a stabilizing of the 

education level of farmers. In 1961 only 29 per cent of farm managers had 

more than elementary education compared to 75 per cent in non-farm businesse~ 

The present group of young men on farms who will make up the future genera 

tion of farm operators show only slight educational improvement,2 even though 

farm management is more complex and big business. 

Policy Implications 

Farm exports are an important source of income to Canadian farmers. 

A variety of factors operate to alter levels of farm exports but any sus- 

tained trade must be based on comparative advantage in producing various 

agricultural commodities. Canada presently enjoys a comparative advantage 

in a number of farm products while having a disadvantage in others. Such 

circumstances, at first glance, might suggest that trade policy be to encour- 

age free trade in one group but erect tariffs on the other. This policy 

would essentially ignore interrelationships existing in agriculture and the 

effects of tariffs on resource allocation and would operate to destroy the 

comparative advantage already enjoyed. The benefits derived by the protected 

industry would not only be short lived but would amount to a greater future 

burden being placed on the industry. Since much of our agricultural trade, 

lA great deal of variation exists by provinces in age composition and in 
rate of change. All Maritime provinces had substantial declines in young 
farmers by 1961, with two-thirds of all farmers being over 44 years of age. 
In Manitoba and Alberta the share of young farmers increased; see Canada 
Yearbook 1963-64, Table 52, p. 482. 

2This is especially the case in Quebec and New Brunswick, see for example, 
J. Dawson, Changes in Agriculture to 1970, Economic Council of Canada Staff 
Study, No.l1, December 1964, p. 16 and population and labour force 
statistics of the 1961 Census of Canada, Series 7.1, pp. 10-42. 
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excluding wheat, is with the United States and is characterized by the same 

commodities moving both ways under relatively high duties such tariff poli- 

cies only act to restrict output to the detriment of both the consumer and 

producer. The trade policy then that is suggested both immediately and for 

the longer run is one responsive to the changes taking place in Canada's 

comparative advantage, in other countries' supply and demand, changes in the 

over-all Canadian economy and the many other factors continually operating to 

affect competitive costs. Trade policy thus becomes closely tied to domestic 

agricultural policy and changes associated with agricultural production. 

Although Canadian agriculture presently enjoys a competitive produc 

tion advantage, this has declined greatly over the past decade due to rising 

costs induced by rapid over-all economic growth and insufficient technological 

progress to offset these influences. If the present competitive position is 

to be maintained, this trend must be reversed, making agriculture a health~ 

efficient and prosperous industry. Again a tariff policy levied on products 

from other countries cannot hold onto a competitive advantage or create a 

healthy agriculture. This is not to argue a free-trade solution to all 

problems but what is suggested is that rapid changes presently affecting 

agriculture and its many interrelationships requires a mechanism that can 

respond quickly and accurately to indicate what is wanted, how badly it is 

wanted, and whether it can be supplied. The price system serves as a valu 

able signal of relative changes and needed adjustments and might be used 

where helpful or where superior to other methods, such as favour systems 

lacking any definable criterion and highly susceptible to irreversible 

decisions. 

Certainly Canadian agriculture has production efficiency problems and 

welfare problems but the solution of each requires individual attention and 
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different methods in the short run. Eventually the welfare of agricultural 

producers depends on their relative production efficiency and that of associ 

ated agribusiness industries who supply inputs, and move and market farm 

products. The production policy that is suggested then is one based on 

improving technological progress and efficiency in agriculture. Only a pro 

ductive agriculture, nota high price one, can maintain our importance in 

world markets or even supply domestic needs. Major sources of productivity 

gains in agriculture appear to have been in fertilizer interactions and 

reduction of low-productivity labour. The implications for future progress 

are that new sources must be found or developed if these gains are to con 

tinue since there are limits to the former and the rate of decline in the 

agricultural labour force can be expected to slow down. The high rate of 

technological change required then will place extreme demands on present 

agricultural institutions. How well they meet this challenge of human and 

capital improvement and adapt to change themselves may very well determine 

the future organization and position of agriculture in this country. Changes 

in the land tenure system may be required for the orderly transfer of land 

resources to oncoming generations as capital needs are increased. The avail 

ability of credit, appropriate distributive agencies and proper investment 

criteria will play an important role in achieving a productive agriculture. 

Increased demands will face existing agricultural research and development 

agencies in generating superior agricultural technology and speeding its rate 

of adoption on farms. However, the greatest test may rest with educational 

institutions to raise the present low level of managerial ability of both 

existing and future farmers. 

An important role would appear to exist for public agencies to 

facilitate these developments and create an environment that would encourage 
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individuals to invest time and money in proper management training allowing 

commercial credit institutions to make sound investments in agriculture. 

Similarly, an environment conducive to improvement of efficiency in market 

ing, transporting and exporting farm products becomes essential. The 

improvement of farm trade information, having more current world trade 

information and it being more easily obtained, would be a start in this 

direction. 

Whatever the trade policy adopted by Canadian agriculture, it must 

foster efficiency, be responsive to changes and be guided to anticipate 

change if it is to be successful and if we are to remain an important world 

agricultural producer. 



IV. RESTRAINTS ON TRADE IN FARM PRODUCTS 

International trade is clearly the most uncertain sector of a national 

economy. It depends largely upon the rate of development in other countries, 

on changes in trade policy and, finally, on the competitive position of 

supplying nations. A decisive characteristic of international trade in farm 

products is the great variety of existing governmental interference in all 

the countries involved. Whereas the methods employed differ substantially, 

their common characteristic is in their aim to protect agricultural income 

of individual countries or of trading partners. 

Efforts have been made by several workers to find a workable method to 

estimate the margin of protection for individual commodities by countries. 

Nash has taken import (or export) unit prices and defined the margin as the 

percentage by which the domestic price exceeds the import (or export) price.l 

He found that in the late 1950's (1956-59) the mean degree of protection in 

the E.E.C. ranged from 18 per cent on pigs to 95 per cent on milk. 

Johnson made similar estimates based on a method proposed by Gavin 

McCrone.2 His results are presented in Table 12. The comparison of margin 

data of 1955-56 with those of 1961-62 reflects remarkable changes under the 

impact of the establishment of the E.E.C. 

Another rather simplified method to estimate the degree of protection 

would be the use of the value of farm subsidies per unit as an indicator. 

These results for grain are presented in Table 13 for four countries. The 

1 
E.F. Nash, "Agriculture and the Common Market," Journal of Agricultural 
Economics, XV, No. l, p. 47. 

2D• Gale Johnson, Agriculture and Foreign Economic Policies: Implication to 
Producers, The University of Chicago, Office of Agricultural Economics, 
Research Paper No. 6512, June l, 1965. 
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Netherlands 

11.5 

19.2 

22.0 

16.7 

figures were obtained by dividing the amount of farm subsidies applicable to 

grain by quantities produced. 

In Appendix A, details are provided on the trade restraints of the 

major recipient countries and competitors in Canada's international trade in 

agricultural products. 

Table 12: Degree of Protection, 1955-56, 1961-62 
Percentage 

Country 1955-56 1961-62 

France 24 17 

Western Germany 22 39 

Britain 33 29 

Italy 19 25 

Sweden 26 41 

Norway 20 43 

Netherlands 5 14 

Belgium 6 13 

Denmark 3 0 

Source: Johnson, 0.E' cit. 

Table 13: Estimate of Protection in Selected Countries 
(Farm subsidies per grain unit ton) 

Country U.S. $ 

Western Germany 

United Kingdom 

France 

(Computed from data in Agra Europe, March 25, 1964) 
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V. STRUCTURAL CHANGES IN AGRICULTURE: NON-CANADA 

This section deals with structural changes occurring in countries 

which are (i) major recipients of Canadian farm product exports; and 

(ii) major competitors in world farm import markets. Lack of data does not 

permit a realistic consideration of the centrally planned economies. 

The EEC commission states that "agricultural structure means the 

whole body of production and living conditions in the agriculture of a given 

region. This structure sets limits to the possibilities of combining factors 

of production and of organizing the farm, and it determines the living con 

ditions of the population."l Actually we employ a somewhat more restricted 

definition, concerning ourselves largely with numbers and sizes of farms, 

capitalization, important inputs, and the resultant outputs and incomes. 

While the quantitative changes reflecting structural changes are 

examined, we are aware of changes in the quality of productive inputs in 

modern farm economy. Zvi Grilliches has studied these for the United States 

and concluded that one-third of the increase in measured productivity is 

accounted for by improvements in the quality of inputs, especially the 

increase in education per agricultural worker; one-quarter is accounted for 

by the trend towards the elimination of disequilibria in the use of produc- 

tive factors associated with the overpricing of labour (especially farm 

labour) and the underpricing of capital services by the conventional market 

measures of the value of these services; and the remainder is attributable 

to the expansion of the scale of farm enterprises.2 The distressingly slow 

1 . Bullet~n of the European Economic Community, No.3, Supplement, Brussels, 
1962. 

2 
Harry G. Johnson, "Economic Growth and Economic Policy," based on Zvi 
Grilliches, "Sources of Productivity Growth; United States Agriculture, 
1940-1960," Journal of Political Economy, Vol. LXXXI, No.4 (August, 1963). 
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improvement in the levels of education of Canadian farm operators suggests 

that Grilliches's findings may not be applicable to Canada; and while factor 

combinations on farms outside North America are clearly different from those 

on this continent, the facts of mechanization and expanded scale of opera- 

tions suggest that Grilliches's findings may generally be applicable. What 

then have been the structural changes? 

European Economic Community 

Discussion may usefully be directed to two groups of member countries. 

First France which is a surplus producing country, interested in markets 

hitherto shared by Canadian farm exports; second, the other five members, 

these being important customers for our commercial agricultural exports. 

France.--France joined the EEC under the presumption that she would become 

the bread basket as well as a dominant supplier of other farm products to 

the Community. This country accounts for 46 per cent of the Community's 

farm land. The French government states that in 1963-64 there were ten 

million acres of uncultivated farm land. This created the myth of the 

"gigantic potential of French agriculture."l While there are very signifi- 

cant possibilities, to augment aggregate farm output by employing large 

acreages of abandoned land is questionable, at least for the near future. 

Of the 86 million acres of land currently in use, some 35 million 

require consolidation. The Fourth Plan foresees the consolidation of 1.7 

million acres per year at a cost of $60 million per year of public funds. 

In other words, 20 if not 25 years would be needed to implement this project. 

Important research has been done on the potential of French 

1 
Ambassade de France, France and Agriculture, New York: Service de Presse 
et d'Information, p. 5. If not otherwise indicated, data are from this 
publication. 
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agricultural production. This deals mainly with the extent that the above 

reserves might be reactivated.l Personal experience of one of the authors 

supported by interviews with agricultural experts in France leads to the 

conclusion that due to climatic, soil and marketing conditions, there are 

vast differences in production possibilities between regions in France. 

Most of the abandoned farms are located in areas where the investment needed 

to recultivate might be unreasonably high and adequate returns may not be 

expected. Actually the area of land under cultivation has decreased during 

the past fifteen years. Table 14 shows that land devoted to the nine lead- 

ing crops decreased from 13 million hectares to 11 million hectares, or 18 

per cent from the beginning of the 1950's through 1962-63. 

Table 14: France: Land Used in Selected Farm Products 

Crop 1948/49-1952/53 1962/63 Change 

, 000 h e c t a res ) ( % ) 

Wheat 4,264 4,570 7.2 

Barley 954 2,176 128. 

Corn 332 869 162. 

Linseed 44 60 36.3 

Oats 2,355 1,356 -42.4 

Potatoes 1,124 862 -23.3 

Rapeseed 120 89 -25.8 

Tobacco 29 22 -24.1 

Apples 3,755 849 -78.4 

Source: FAO, Production Yearbook, No. 18, 1964, Rome, Italy. 

lCf. J. Dubos, L'Etude de l'Evolution de la Production Français des Céréales. 
Ecole Nationale d'Agriculture de Montpellier. 
D. Grupe, "Entwich1ury und Moglichkeiten der Getrei de produktion in 
Frankreich," Agrarwirtschaft, Vol. X, 1960, Hannover, Gemany. 
G. Schmitt, Methoden und Moglichkeiten der 1angfristigen vorausschatzung 
der Agrarproduktion, EEC Study No.3, Brussels, 1961, pp. 54-55. 
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The farm labour force decreased at an annual rate of three to four 

Another obstacle to re-cultivation is the increasing demand for farm 

land. Land prices have risen by an average of 45 per cent during the past 

decade and demand continues very strong. The greatest demand comes from 

owners of larger farms. The Table shows a clear shift in lahd use toward 

wheat and feed grains. 

per cent, but this was accompanied by an increase in farm output averaging 

4.2 per cent per year. Table 15 indicates the striking increases in pur- 

chased inputs in the 1950's. It would seem obvious that these were important 

in accounting for the production increases over the period. The Table shows 

tractor numbers to have increased more than five times in the l2-year period. 

In the early 1960's about 150,000 persons of African origin were employed in 

French agriculture.l The majority will leave the country fairly soon under 

present French policies. Their replacement indicates the substitution of 

more expensive manpower and/or mechanization. Farm wages increased from the 

equivalent of (U.S.$) 20040 per month in 1951 to $45.60 in 1962, or by 123 per 

cent. Whereas the value of both land and of labour inputs has increased, 

under the more favourable income situation, large outlays have been made on 

machinery, livestock and other inputs. State aids to agriculture were $400 

million (U.S.) in 1954; moved to $733 million by 1959; and reached $1,322 

million in 1962. Farmers' terms of trade have improved markedly, since 

prices received increased by 22 per cent during the period 1960 to 1964, 

while prices paid by farmers rose by only eight per cent during the same 

time period.2 
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L.A. Fischer, Future of Canadian Wheat Exports to the Common Market 
Countries, Macdonald College, McGill University, p. 39. 

2FAO, op. cit. 



Table 15: France: Selected Purchased In2uts in Agriculture 

Input 1948/49-1952/53 1962/63 Change 

( % ) 

Fertilizer 
('000 m. tons) 

Nitrogenous 251. 7 672.8 171 

Phosphate 454 1,034 128 

Potash 362 910 151 

Tractors (no.) 148,142 804,400 443 

Combined Harvester 
Thresher (no.) 17,738 68,500 286 

Source: FAO, Production Yearbook, No. 18, 1964. 

Changes in farm practices reflecting improved input quality is 

indicated by the fact that the quantity of bread grains used for animal feed 

increased by 245 per cent while coarse grains rose by 97 per cent during the 

past fifteen years. 

There is a guided national economy in France. Agricultural policy 

has been directed in accordance with the programmes laid down in governmental 

plans. Funds approved for agricultural aids are transferred to government 

agencies, which use these for particular projects. This flexibility in 

budgetary arrangements has enabled the French to make quick adjustment of 

agricultural policy to meet changing situations. 

Structural changes have been supported by funds employed in these 

programmes, the essential being to strengthen comparative advantage for the 

production of certain commodities. Table 16 indicates the emphasis on adjust- 

ment of production. The choice of the commodities selected for support takes 

account of preferential status implied in membership in the EEC, as well as 
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Table 16: Aids to French Agriculture, 1964-65 (Million U.S. $) 

1. Export subsidies 237.5 

2. Income support 513.8 

3. Aids to adjustment of production 890.7 

4. Others 121.0 

Total 1,763.0 

Source: Agrarpolitische Revue, Brugg, Switzerland, April 1965, p. 306. 

the shifting demand resulting from improved incomes in Western Europe. A 

third factor in French policy is the planned expansion of trade both with 

underdeveloped and Eastern European countries. In summary, the main concern 

of current French agricultural policy is (a) to control the grain market in 

Western Germany and in Benelux by displacing wheat imports from non-members, 

particularly the United States; and (b) to expand animal production in order 

to benefit from the increasing demand for meat on the entire European 

continent. There are no limits on meat production in the Plan, and the data 

of the foregoing tables illustrate the dynamic development in the production 

of feed grains (including soft wheat), livestock, poultry and meat. 

The value of final agricultural production increased from $4.7 billion 

to $7.5 billion between 1954 and 1961. Yet French agriculture is likely far 

from an optimum production level. In 1955 France's gross agricultural pro 

duct per capita was half that of the Benelux countries and one-third that of 

the United States, and the value of gross agricultural output per acre of 

usable land was lower than the average for the EEC. Over 75 per cent of the 

farms enumerated in the 1955 Census were less than 20 acres in size. Thus 

large increases in output are possible through the difficult route of 
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rationalization and through consolidation of holdings. They may also come 

about through the use of more purchased inputs, and improvement in the 

quality of inputs. In 1963-64 France had achieved 110 per cent of self- 

sufficiency in grains, 100 per cent in meats, and produced small surpluses 

of dairy products (Appendix B, Table Il. 

West Germany, Benelux and It~.--Inquiry into structural changes occurring 

in these member states of the EEC will be limited largely to their relevance 

to Canada's trade position. In other words, we shall examine whether the 

current trend of agricultural productivity bears a trade-diverting or a 

trade-creating effect for Canadian agricultural exports. 

In recent years, about 35 per cent of the gross imports of wheat into 

the EEC was supplied by Canada and consisted mainly of hard wheat; almost 20 

per cent came from the United States; and slightly less than 10 per cent 

each from Argentina and the U.S.S.R. The United States and Argentina were 

the principal suppliers of imported coarse grains, providing 40 and 25 per 

cent respectively. Maize has predominated, accounting for about half of 

total gross imports, while barley represented 30 per cent.l 

Since the Common Market countries impose higher import duties on 

vegetable oils than on oilseeds, large tonnages of oilseeds move to the EEC 

mainly from the United States, Canada, Nigeria, the Philippines, Indonesia, 

and China. 

Compared with production for domestic needs, international trade in 

dairy products is very small for the Community as a whole. There has been a 

steady increase in exports to non-EEC countries, but at the same time imports 

from these countries have increased by about the same amounts. Denmark and 

1 
FAO, Agricultural Commodities and the European Common Market, 13 FAO 
Commodity Policy Studies, Rome, 1962, pp. 20, 21, 30. 
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Sweden have been the main outside suppliers and the Netherlands is the chief 

supplier within the Community. The EEC is just self-sufficient in dairy 

products (Appendix B, Table II. 

Imports of live animals, meat and meat products into the five coun- 

tries average $600 million annually. Exports from member countries have 

been rising rapidly with France and the Netherlands dominating the market 

supplying about 40 per cent of the imports of other member countries. About 

half of the imports have been supplied by other European countries among 

which Denmark, Sweden and Yugoslavia are the leading suppliers. The United 

States' share accounts for some six per cent of imports and Canada's parti- 

cipation is negligible. 

Netherlands agriculture shows the highest productivity rates, as well 

as the relatively highest per capita income of the rural population among 

the EEC members. Her gross agricultural product increased between 1949 and 

1961 by 60 per cent. Input of farm labour decreased by 20 per cent, whereas 

purchased inputs, including imported feed, increased by 110 per cent during 

the same period.l 

Analysing the Dutch economy, Saudie maintains that "agricultural 

practices in the Netherlands are already so near to the technological 

optimum that little can be expected from further reduction of that distance 

to that optimum. • . • As inputs rise faster than outputs, value added will 

tend to grow very slowly indeed.,,2 The Netherlands is the only country 

where fertilizer input has not increased in recent years. Dutch farmers 

have recognized their comparative advantage in animal production and the 

latter now occupies the central position in the more or less "guided" 

1L•A• Fischer, op. cit., p. 34. 

2H• Saudie, "Possible Economic Growth in the Netherlands," Europe's Future 
in Figures, Amsterdam, North Holland Publishing Co., p. 169. 
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agricultural policy. Total funds allocated for agriculture in 1965 amount 

to $203 million, whereas $217 was budgeted for 1964. This decline is largely 

due to reduction in the direct subsidies to farmers. All other items of the 

agricultural budget have been raised, with land_development getting the 

largest increase. 

In Belgium the predominance of fragmentary farm units characterizes 

agriculture. The creation of the EEC has encouraged industrial expansion; 

hence, labour has transferred from agriculture to other sectors of the econ- 

orny. The number of tractors increased from 12 to 60 thousand from 1950 to 

1963. Nitrogenous fertilizer-use increased from 77,000 to 151,000 metric 

tons. Concurrently, yields of wheat and barley increased from 28 to 33 

bushels and from 26 to 32 bushels per acre respectively. Related figures 

for meat production are 124,000 to 274,000 metric tons.1 

The Federal Republic of Germany is Canada's most important customer 

among the Common Market nations. Productivity has increased substantially 

in German agriculture due to improved management and a great expansion in 

the application of purchased inputs. Some examples of this are given in 

Table 17. 

Whereas the total volume of inputs underwent very small change, an 

important shift in composition and quality of inputs occurred during the 15- 

year period. Plate et al made an input-output model of West German agri 

culture for the period 1950 to 1960.2 This period was characterized by 

exceptionally vigorous economic growth. While the pace of industrial growth 

became somewhat slower in recent years, the trend of structural changes 

coincides well with that described and forecast in this study. A very great 

lFAO, Production Yearbook, Vol. XVIII, 1964. 

2R. Plate, E. Woermann, D. Grupe, "Landwirt-schaft in Strukturwandel der 
Volkswirtschaft," Agrarwirtschaft, LonDerheft No. 14 (1962), Hannover. 
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Table 17: West Germany: Selected Input and Production Data 

Item 1948-52 1963 

Number of tractors 164,144 1,053,166 

Fertilizers used ('000 metric tons): 

Nitrogenous 365.0 746.4 

Phosphate 405.5 755.7 

Potash 660.3 1,125.4 

Yield per hectare (kilograms): 

Wheat 26.2 35.1 

Barley 23.9 31.1 

Maize 22.4 36.4 

Production ('000 metric tons): 

Meat (except poultry) 1,407 2,964 

Poultry meat 42 121 

Source: FAO, Production Yearbook, Vol. XVIII, 1964. 

increase of farm wages occurred in West Germany as monthly farm wages rose 

from the equivalent of (U.S.) $16.7 in 1950 to $71.2 in 1963, an increase of 

326 per cent. As a result of migration from farms, the number of paid farm 

In Italy, farming was characterized by extremely low outputs and 

workers was reduced from 885,000 in 1951 to 299,000 in 1963-64. Table 18 

reveals the changing structure of cash farm expenditures reflecting the 

growing role of purchased inputs in the agricultural industry. 
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generally insufficient use of resources other than labour prior to the land 

reforms initiated in 1950. The major objective of these reforms was to 

increase productivity and adjust production patterns to market requirements. 

The establishment of the EEC created comparative advantages for the produc- 

tion of maize, fruits and vegetables. Besides emphasizing these aims, the 



Table lB: West Germany: Wages and Purchased Inputs in Agriculture 
Millions Deutsche Mark 

Crop Cash Material Crop Cash Material 
Year Wages Inputs Year Wages Inputs 

1950-51 1,384 5,027 1958-59 1,865 10,514 

1951-52 1,509 6,121 1959-60 1,649 11,904 

1952-53 1,615 6,432 1960-61 1,594 12,221 

1953-54 1,679 6,723 1961-62 1,657 13,329 

1954-55 1,709 7,798 1962-63 1,742 13,663 

1955-56 1,813 8,173 1963-64 1,761 14,020 

1956-57 2,010 8,916 1964-65 1,823 14,822 

1957-58 2,100 9,755 

Source: Nieschutz, A. and H. Richnow, 'œroduktion, Verkaufrer10se und 
Betriebsausgaben der Landwirtschaft im Bundesgebiet," Agrarwirt- 
schaft, Vol. XIV, No. 2 (1965), Hannover, Germany. 

government "Green Plans" also encourage the restriction of wheat production. 

Generally, the Plans have contributed considerable funds for improvement 

measures. The amount of these funds has not been published. 

1 The target given in the Saraceno Report is to "create the necessary 

conditions in agriculture to enable agricultural productivity to match non- 

agriculture productivity." Another target is to increase non-agricultural 

productivity by four per cent per annum. Dealing with the off-farm movement, 

the Report estimates that 150,000 people a year are leaving the farms. This 

emphasizes the fact that agriculture is going through a period of rapid 

change in its structure. The number of tractors increased by 431 per cent, 

1 Rapporto de Vice Presidente della Commissione Nazionale per la programma- 
zuna Economeca. Presented to the Italian Parliament as a supplement to the 
General Report on Italy's Economic Situation, 1963. 
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the use of nitrogenous fertilizers by 158 per cent during the past fifteen 

year period. Taking the average of 1948-49 to 1952-53 as a basis of compar 

ison, wheat acreage has declined by about eight per cent, leaving total out 

put practically unchanged. On the other hand, maize yields and total output 

increased by 79 and 60 per cent, respectively. This has provided the basis 

for doubling total meat production. 

In summary, the common characteristic of structural changes in agri 

culture in these five countries has been the rapid growth of physical output. 

The index numbers of per capita total agricultural production in 1963-64 

based on the average of 1952 to 1957 were 116 for Belgium-Luxembourg, 114 

for West Germany, 112 for Italy and 105 for the Netherlands.l 

In approaching the question raised at the outset, whether structural 

changes would have trade-diverting or trade-creating effects, one has to 

consider that planning is aimed at self-sufficiency within the Community as 

a whole. To the extent that this goal is achieved, the policy effect would 

be trade-diverting. But actually Community production of meats has not kept 

up with demand. Self-sufficiency in these products is less than ten to 

fifteen years away. On meat, hard wheat and fruit the gap between supply 

and demand has increased sharply. On the other hand, both expansion of 

quantity and improvement of quality of fruits (apples, grapes) in Italy and 

certain southern regions of France occurred. The expansion of feed grain 

production and the use of purchased inputs has allowed a rapid increase in 

livestock production with improvement in quality. 

There is no question about the physical possibility of producing live 

stock needed for self-sufficiency. However, there appear to have been 

technological and economic barriers to expanding output so as to increase 

1 
FAO, Production Yearbook, No. 18, 1964. 
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self-sufficiency. But in broiler production this has been achieved or soon 

will be. Yet, every student of EEC agriculture holds the view that feed 

grain requirements cannot be met by intra-Community production. 

Uni~~d States.--An examination of productivity trends in American agriculture 

indicates that tremendous changes in the industry occurred over the past 20 

years. Total production increased from an index value of 87 in 1949 to 108 

in 1962 (1957-59 = 100) while total inputs showed almost no change. The 

composition and the quality of inputs, however, has been changing essentially. 

Appendix B, TableII presents data on changing acreage, yields and production of 

major crops for important producing countries. For a quick review, data for 

basic commodities are depicted in Table 19. 

Generally, farmers have reduced acreage and substituted fertilizer and 

other inputs for land taken out of cultivation. Table 20 shows the increase 

of productivity in the post-war years. In considering the changing composi 

tion of inputs, Table 21 provides further information. The data clearly 

indicate the shifting inputs from labour to a group of inputs which we may 

identify with "technological progress." The quantitative change of inputs 

in United States agriculture is characterized by a reduced input of labour, 

a relative decline in land input and by growing input of capital. Capital 

inputs in agriculture may be divided into two major groups: (1) capital 

investment, and (2) operating expenses. Capital investment, consisting of 

expenditures for buildings and machinery and equipment, is estimated by the 

authors as representing ten to twelve per cent of total farm inputs in the 

1960's. Mechanization brought about an increased demand for specialized 

machines rather than "traditional" labour-substituting machines. For 

instance, the number of tractors and combines increased much more slowly than 

cornpickers or pickers-shellers, the number of which was 485 thousand in the 

15S 
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Table 19: United States: Changes in Acreage and Output of Selected Crops 
(Base Period: 1948/49-1952/53; Target Year: 1963/64) 

Crop Area Production 

Wheat -34.1% no significant change 

Barley 14.0% 51% 

Maize -18.0% 40% 

Tobacco -29.4'7, 11'7, 

Computed from data collected in Appendix, Table II. 

Table 20: United States: Agricultural Productivity: Index Numbers of Farm 
Output per Unit of Input, 1949-62, (1957-59 = 100) 

Year Productivity 

1949-52 86.5 

1953-56 92.8 

1957-60 101.3 

1961 106.0 

1962 107.0 

Source: Computed from data in Agricultural Statistics, 1963, United States 
Department of Agriculture, p. 459. 
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1949-52 period and 820,000 in 1963.1 Operating expenses, inclusive of hired 

labour, were $28.2 billion in 1962, the largest item of which was feed, pur- 

chased at $5.5 billion. The considerable shift of relative importance of 

operating resources might be illustrated by data in Table 22. Total farm 

population decreased by 23.5 per cent from 1949 to 1963 and its share of 

total population fell from 11.2 per cent to 7.6 per cent. Labour required 

on farms, i.e., man-hours of labour used for all farm work, has decreased by 

44 per cent, from 16.2 million to 9.1 million hours over the same period. 

livestock sector. 

This decrease was 46.2 per cent for all crops and 37.8 per cent for the 

Production per man-hour increased from an index value of 71 in 1953 

to 127 in 1962 for a nine year gain of almost 80 per cent. During the same 

time period, the numbers of people supplied with farm products by one 

American farm worker and related factors increased from 14.9 to 28.6. 

Table 22: United States: Percentage Change in Farm Production Expenses, 
1949-62, $ Millions 

Item 1949 1962 Change 

5,470 + 81 

3,099 103 

1,542 72.3 

3,008 5 

735 202 

11,042 58.8 

18,032 56.3 

Feed purchased 3,024 

Livestock purchased 1,529 

Fertilizer and lime 895 

Hired Labour 2,865 

Interest on farm mortgage 243 

Repairs, depreciation and miscellaneous 6,953 

Total production expenses 28,202 

Source: Computed from Agricultural Statistics, p. 492. 

lUSDA, Agricultural Statistics, p. 442. 
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Even with the rema rkabl e gains in productivity and the very costly 

production control, price support and surplus disposal programmes, farm net 

i ncomes have changed little over the past ten years and are we l I under those 

of the 1950-52 period. Howev e r , net income per farm and per worker increased 

significantly, reflecting the reduction in farm numbers and in the farm labour 

force. The cost of goods and services purchased by fanmers has risen by 

nearly one fourth since the late 1940's while farm prices have declined 

slightly.l 

Australia.--The trend of structural changes in Australian agriculture differs 

from that in North Arnerica and \Vestern Europe. Land area in farms rose from 

950 to 1,190 million acres from 1948 to 1962.2 Host of the additional land 

brought into production was in Hestern Australia. The mcs t useful body of 

data respecting land use is in Appendix B, Table II. These data indicate 

large increases in wheat and barley production. Their acreage has increased 

during the past 15 years by 44 and 79 per cent respectively, while yield 

increased by 20 and 3 per cent. TIle increase of wheat production was 73 per 

cent and of barley 85 per cent. A further phenomenon is the tendency to 

diversification of agricultural production away f r on sheep-monoculture to 

diversified crop and meat (largely beef) production. Data on livestock and 

livestock products (Appendix B, Tables V - VII) provide further evidence to 

the structural changes involved. 

Capital inputs increased sharply. The substitution of tractors for 

horses has taken place and other equipment has been introduced in farming. 

The course of mechanization and the growing input of fertilizer are shown in 

Appendix B, Tables IV and V. Tractor nurrbers rose by 105 per cent from 

1949-52 to 1963; fertilizer tonnage rose nearly 150 per cent. 

1 Agricultural Statistics, 1963, United States Department of Agriculture, 
p. 476-7. 

2 F.A.O., Production Yearbook 1953 and 1963, p. 7. 
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Using a 1952-53 to 1956-57 base period, the FAO index number of total 

food production increased from 98 in 1952-53 to 142 in 1963-64.1 With the 

rapid expansion of agriculture, off-farm migration has not been as important 

as in North American or Western European countries. Generally, farming has 

yielded higher incomes per worker relative to non-agricultural than has pre- 

vailed in European or North American countries. In the past five years farm 

products represented an average 78 per cent exports. Farm exports to the 

United States have doubled in the past five years. About one-half of 

Australia's food exports are cereals, about 25 per cent of meat and the rest 

is composed largely of fruit and dairy products. The annual export of about 

900,000 metric tons of wool is not included in the above figures. 

Argentina.--Land in farms remained almost unchanged from 1948 to 1957.2 A 

new programme for agriculture has been outlined in the National Development 

Plan for the period 1965-69 presented by the Government in October 1964. 

The general aim of the programme is to stimulate increased production and to 

counterbalance the loss of purchasing power due to inflation and poor farm 

management. Private enterprise is encouraged to make capital investments in 

agriculture in order to modernize the industry. No specific production 

targets have been set; however, it is evident that the aim is to restore at 

least the prewar level of output. 

The prerequisite for such a development is the adequate use of the 

vast agricultural resources of the country. Included in the Plan was a study 

on agriculture of "las pampas" which shows the expected changes during the 
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. d 3 perlo • Attempting to develop a co-ordinated policy for increasing 

lFAO Production Yearbook 1964, p. 31. 

2FAO Production Yearbooks. 

3The balance of this paragraph is largely quoted from Agriculture Abroad, 
Vol. XX, No.1 (February, 1965), Department of Agriculture, Ottawa, p. 36. 



productivity in the region, the Development Plan considers of first importance 

the dual purpose of expanding cultivated land and increasing per unit output. 

A lack of capital for investment in agriculture exists both in the private 

sector and in the public sector. Thus, the most realistic approach to the 

problem lies in the re-allocation of funds already being used in the agricul 

tural sector, complemented with some additional capital investment. 

During the 1958-63 period approximately 37 per cent of seed corn, 15 

per cent of seed wheat and 6 per cent of flaxseed, were high quality seeds. 

The Plan calls for over 80 per cent of the corn sown in 1969 and from 40 to 

50 per cent of wheat, flax and sunflower seed to be obtained from quality 

stock of the newest and best varieties. 

Production data in Appendix B, Table II show that land area devoted to 

wheat and corn production has increased during the past 15-year period by 20 

and 72 per cent respectively. There is a very substantial improvement in 

yields of corn, hence total production doubled in the period. On the other 

hand, output of wheat shows little increase. The large crop of 1963-64 

resulted mainly from exceptionally favourable climatic conditions. Due to 

this unique harvest, Argentina could enter world markets for the first time 

in many years as an important exporting country. On the other hand, for the 

first time in the modern history, imports of beef became necessary. There 

is a general state of disorganization and inefficiency in the livestock 

production. Reorganization of beef production requires intelligent planning 

as well as technical and financial aid to producers. 

During the period 1948-49 to 1960-61, Argentina more than doubled 

tractor numbers. Later data are not available, nor are data on fertilizer 

use. 

In summary, Argentina has a considerable comparative advantage in 

flaxseed and corn production and it could develop a comparative advantage in 
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all grain production. Hence, it must be regarded as a possible competitor 

on the world market. It must also be noted that Plata wheat has been 

accepted as a "high quality wheat" by most of the importers. As far as 

animal products are concerned, there is no prospect that Argentina will in 

a decade or two resume her old position in the world market. 
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VI. STRUCTURAL CHANGES IN AGRICULTURE; CANADA 

The study of comparative advantage both by regions and by commodities 

involves the analysis of structural changes which occurred in Canadian agri- 

culture during the post-war period. Structural changes may be indicated by 

the changing uses of productive resources. Therefore, we first examine the 

changes in factor inputs and then the changing pattern of output. 

Land.--Improved land in farms increased from 96.9 million acres in 1951 to 

103.4 million in 1961 or by seven per cent. This was mainly as a result of 

the expansion of 11 per cent in the Prairie Provinces. During the same 

period there was a decrease in the Maritimes, Quebec and Ontario of 22, 11 

and five per cent respectively. British Columbia increased improved acreage 

by 14 per cent. With a large decline in the numbers of farms over the 

decade,l the average size of farms, as indicated in Table 23, increased very 

Table 23; Canada and Regions, Average Si ze of Farms, Acres 

Region Total Land Improved Land 
1951 1961 % Change 1951 1961 % Change 

Atlantic 123 132 7 37 55 49 

Quebec 125 140 12 66 82 24 

Ontario 139 149 7 85 99 14 

Prairies 498 609 22 288 384 33 

British Columbia 178 194 9 44 65 48 

Canada 279 336 20 156 215 38 

Source; Census of Agriculture, and S.H. Lane "Recent and Comparative Changes 
in Canadian Agriculture," C.A.E.S. Workshop Report 1963, p , 11. 

1Fourteen per cent for Canada, using the 1951 definition of a farm in both 
1951 and 1961; 25 per cent for the Atlantic Provinces; 19 per cent for 
Quebec; 20 per cent for Ontario; 16 per cent in the Prairie Provinces; and 
nine per cent in British Columbia. 
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substantially--more than one third for Canada as a whole. This by itself 

would obviously greatly strengthen the position of the farm industry, beset 

as it has historically been by problems of small scale and inadequate 

capitalization. 

In a broad sense the relative strength of the agriculture of the 

various regions of Canada is revealed by measures showing the proportion of 

farm units which are of such small size or so inadequately capitalized to 
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allow efficient production. By an arbitrary definition it may be assumed 

that an adequately capitalized farm might have annual sales of $10,000 or 

more. The proportion of census farms and the percentage of total farm sales 

in this category in 1958 are shown in the following Table: 

Region (, of Farms % of Farm Sales 

Maritimes 3 (14) 20 (51) 

Quebec 5 (21) 22 (54) 

Ontario 14 (37) 45 (75) 

Prairies 9 (32) 32 (66) 

B. C. 9 (27) 48 (77 ) 

Canada 9 (29) 34 (66) 

Source: J.M. Fitzpatrick and C.V. Parker, "Distribution of Income in 
Canadian Agriculture," p , 5. (Mimeo) 

1hus only a small proportion of Canadian farms (from three to 14 per cent 

depending on the region) is adequately capitalized by this definition, and 

from 20 to 48 per cent of agricultural output comes from such farms. If in 

place of minimum sales of $10,000, a minimum of $5,000 is used, the percent- 

ages in the columns are shown in brackets. By this more modest and likely 

far too low criterion about two-thirds of Canada's agricultural output would 



corne from the 30 per cent of all farms which would be defined as adequately 

capitalized. Regardless of the standard used, the data reveal an important 

feature of the Canadian farm industry--the comparatively large output per 

farm of the largest ten per cent or 30 per cent of the farms. 

Labour.--The labour force employed in agriculture has declined from 939,000 

in 1951 to 630,000 in 1964, or by one-third, and accounted for less than ten 

per cent of total labour force in 1964.1 The downward trend took place in 

all the provinces. The greatest reduction in the farm labour force was in 

Quebec, some 50 per cent. Next was the Maritime Provinces, a 39 per cent 

reduction. In Ontario, the Prairie region and British Columbia, the labour 

force was reduced by 33, 23 and 21 per cent respectively. The rate of 

decline is very much dependent on the nearby non-agriculture employment 

opportunities and the rate at which mechanization of farm production 

increases. More people have left agriculture in regions where alternative 

job opportunities were available. According to Professor Lane, "regionally, 

we find that Ontario and British Columbia offered the greatest opportunities 

for new employment during the decade 1951-61. Although there was an absolute 

growth in employment in the Prairie region during this period, the rate of 

growth was less than the national average.,,2 

Capital.--Capital inputs in agriculture may be divided into two groups: 

(a) capital investments, and (b) operating expenses (exclusive of labour). 

Table 24 shows the changes which took place in machinery and equipment 

investment between 1951 and 1961. The number of tractors increased by 30 per 

cent in Canada. In general, the increase was greater in Eastern Canada than 

lD.B.S., The Labour Force (April 1965), Catalogue 71-001. 

2 
Lane, op. cit., pp. 10, 12. 
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in the West. The number of trucks used for farm purposes rose 54 per cent in 

Canada over the same period. The greatest increase was 94 per cent in Prince 

Edward Island. The number of grain combines increased by 72 per cent. The 

increase in the Prairie Provinces, although smaller than in the eastern pro 

vinces, is still very significant. In Manitoba and Saskatchewan the number 

of grain combines increased by 55 and 51 per cent respectively, whereas in 

Alberta the number rose by 85 per cent. 

The number of electric motors increased by 126 per cent; the largest 

increase took place in the Prairie Provinces. In 1961, the number of elec 

trified farms in Canada was reported at 409,882. The percentage of farms 

which made use of electric power in 1951 and 1961 is shown by provinces in 

Table 25. 

Table 25: Percentage of the Farms Using Electric Power, 1951 and 1961 

Year Can. N.F. N. S. P.E.I. N.B. Que. Ont. Man. Sask. Alta. B.C. 

1951 51 38 71 22 60 67 74 48 16 25 69 

1961 85 66 91 78 96 97 95 90 66 72 87 

Source: Calculated from the Agriculture Census, D.B. S. 

As noted for other countries, the increase in purchased inputs is one 

of the most significant structural changes in agriculture in the post-war 

period. These are measured for Canada by the cash operating expense item in 

D.B.S. farm net income statistics. These increased by 63 per cent from 1951 

to 1964, while cash income from farming operations increased only by 22 per 

cent. In fact, cash operating expenses in some provinces now take up 85 and 

83 per cent of cash farm income in Nova Scotia and New Brunswick (Table 26). 

This leaves only 15 and 17 per cent of cash income to be set against 
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Table 26: Operating Costs as a Percentage of Cash Farm Receipts 

Area 1951-54 1955-58 1959-61 1962-64 

P.E. I- SS 61 66 72 

N. S. 86 76 80 85 

N.B. 69 69 75 83 

Quebec 54 64 71 70 

Ontario 48 60 66 66 

Man. 42 51 50 51 

Sask. 39 45 43 42 

Alta. 43 46 46 49 

B.C. 71 62 63 59 

Canada 47 54 57 57 
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Source: Compiled from Q.B.A.S., various numbers. 

depreciation charges, interest on owned capital, and labour and management 

return--obviously entirely inadequate. The special position of potatoes and 

apples in such a general setting are considered in Chapter III. 

One of the largest inputs included in operating costs is fertilizer. 

Table 27 shows the fertilizer expenditures in constant dollars (1935-39= 100) 

between 1951 and 1964. Total expenditures on fertilizer between the periods 

1951-54 and 1962-64 increased by 84 per cent. The most significant increases 

took place in Saskatchewan, Alberta and British Columbia. In Alberta the 

ferilizer input in real terms rose by 340 per cent, in Saskatchewan by 146 

per cent, and in British Columbia by 105 per cent. The lowest increases 

occurred in the Maritime Provinces. Fertilizer input increased by only two 

per cent in New Brunswick, eight per cent in Nova Scotia and 21 per cent in 



Table 27: Fertilizer Expenditures by Provinces, 1951-1964 

Province 1951-54 1955-58 1959-61 1962-64 % Increase 
1951-64 

(Thousands of Constant 1935-39 Dollars) 

Canada 29,075 31,111 38,955 53,544 84 

Prince Edward Is. l,39O l,65O 1,648 1,686 21 

Nova Scotia 1,023 924 967 l,10O 8 

New Brunswick 2,200 2,085 2,182 2,237 2 

Quebec 4,426 5,054 6,872 8,136 84 

Ontario 13 ,600 15,755 18,242 24,099 77 

Manitoba 1,597 976 1,506 2,450 43 

Saskatchewan 1,839 1,249 2,052 4,518 146 

Alberta 1,955 2,051 4,230 8,596 340 

British Columbia 1,337 1,577 2,029 2,536 105 

Source: Computed from farm income data in Q.B.A.S., various numbers. 

Prince Edward Island. This is likely due to the declining area of improved 

farm land, and particularly in such heavy fertilizer-using crops as potatoes. 

Livestock.--The number of milk cows changed little over the period 1951 to 

1964. A slight downward trend is evident in the Maritime Provinces, Manitoba 

and Saskatchewan, offset by a small upward trend in Quebec and British 

Columbia. Cattle other than milk cows show a definite increase in Canada. 

From just over five million head in 1951, the number increased to over nine 

million head in 1964. The most significant increase took place in the 

Prairie Provinces where the number more than doubled since 1951. However, 

upward trends are also shown in the other provinces. The number of hogs, 
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although fluctuating cyclically, has been fairly constant since 1951. This 

has been true for all provinces. 

The total number of sheep in Canada has also changed very little 

since 1951; however, there is a definite upward trend in Western Canada, with 

the opposite trend in Eastern Canada. 

Drummond and MacKenzie concluded that in the period 1929-1955 there 

was a net increase in productivity of improved land of about 22 per cent. 

This has come about in three ways: 

(i) increase in crop yield per acre; 

(ii) increase in the production of livestock and livestock products; 

(iii) change in certain regions toward products of higher value, such 

as tobacco and sugarbeets. 

Observing the available data on yields per acre, it was concluded that 

increases in yields per acre varied widely for the different agricultural 

products. 

Grain yields in Canada, which largely reflect those of the Prairie 

Provinces, showed no clear trend to increase or decrease over the period 

1911-1955. This may be explained by the fact that in the early years native 

fertility of the virgin soils contributed to fairly high yields. The effects 

of better seed, better practices and more fertilizer apparently kept yields 

from falling rather than bringing about yield increases. However, there was 

evidence that yields in the Prairie Provinces could, as of the mid-1950!s, be 

increased by as much as 30 per cent by the increased use of fertilizer.l 

Grain yields in Eastern Canada increased noticeably in the period 1935-55. 

Drummond and MacKenzie estimated the increase at 20 per cent for oats, and 

13 per cent for barley in Ontario. In Quebec these increases were estimated 

1 
Drummond and MacKenzie, op. cit., p. 83. 



at ten per cent and four per cent for oats and barley respectively; for the 

Maritimes the yield increase was found to be slightly over 20 per cent for 

both crops. 

The average yield per acre for the major grains in Canada for the 

periods 1926-1955 and 1956-1964 are presented below: 

Crop 1926-1955 1956-1964 

bu. per a cre 

16.6 20.0 

30.6 40.7 

23.8 28.2 

13.2 16.5 

Wheat 

Oats 

Barley 

Rye 

Source: D.B.S. Handbook of Agricultural Statistics 
and Quarterly Bulletin of Agricultural Statistics. 

The above data suggest increased yields for the four major grains. 

Yields fluctuate widely from year to year and the apparent increase in yields 

may be due to accidental factors such as better average weather conditions 

1 during the past nine years. 
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It should be realized, however, that even though the grain yields 

(other factors removed) may not have increased significantly, the general 

quality of feed grains has improved, i.e., higher nutritive value. In real 

terms, therefore, more feed is being produced independently of yield. 

The average yield of tame hay has not increased significantly. The 

average yield rose from 1.64 tons per acre in the period 1926-55 to 1.74 tons 

1D• Gale Johnson and Robert L. Gustafson in Grain Yields and the American 
Food Supply, present evidence that much of the variation in average grain 
yields in several five-year periods was caused by variation in weather con 
ditions, whereas in other periods changes in yield were apparently caused 
by non-weather factors (pp. 15-57). 

---------------------------------------------------------------------- --- 



All cattle 33 

per acre in the period 1956-64. Moreover, the yields varied relatively 

little from year to year. Even though no apparent changes in yield have 

taken place, the nutritive value of hay has increased due to improved seed 

mixtures and to improvement in hay-making and storage. 

The average potato yield has increased considerably; from an average 

yield of 90.8 cwt. in the period 1926-55 to 143.6 cwt. per acre in the period 

1956-64. "Knowledge about fertilizer on the potato crop and the use of dusts 

and sprays to control insect diseases, along with attention to disease- 

resistant varieties, have produced these resu1ts.,,1 The annual data on 

yield shows that the upward trend in yield started after World War II. Much 

of the increased yield perhaps is associated with the sharp decline in 

acreage--1eaving the reduced acreage on the best land. 

In summary, it can be concluded that with the important structural 

changes which have taken place in crop production, yields of most of the 

crops, with the exception of potatoes and other more "intensive" crops, have 

not increased significantly. 

Drummond and MacKenzie found an increase of about 24 per cent in 

output per hog carried on farms in the 16 years, 1935-39 to 1955, and of 

2 about 26 per cent for beef. In the present research, it has been impossible 

to secure fully comparable data. However, it is possible to show that both 

beef and hog production has expanded more quickly than cattle and hog 

numbers. Thus from 1951-53 through 1961-63 we find the following percentage 

increases: 

Other cattle 50 

1Drummond and Mackenzie, op. cit., p. 84. 

2 Ibid., pp. 88-89. 
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Hogs 8 

Beef and veal production 52 

Hog production 8 

Thus, as a rough and general guide, we find that productivity in beef pro- 

duction has continued--and at a somewhat slower rate than in the period 

considered by Drummond and MacKenzie. There is, however, on the basis of 

these data no improvement in productivity in hog production. 

Hood and Scott estimated deflated (1949 dollars) gross domestic pro- 

duct per man hour in Canadian agriculture over the period 1926-1955 and 

found that productivity measured in dollars per man hour rose from .58 to 

.99 over the years 1946-1955.1 This is surely a good measure of the sweeping 

structural changes in Canadian agriculture over these years. We have 

attempted an extension of this measure, although the result must necessarily 

be, rough since data on hours of work per week or per man-year are not avai1- 

able. (We have arbitrarily estimated that farm labour works 55 hours per 

week, 50 weeks per year.) Tying the two series together gives the following 

result: 

1953 $ .98 1960 $ .91 

1954 .76 1961 .82 

1955 .99 1962 1. 13 

(Hood and Scott) 1963 1.30 

1964 1. 25 

The data suggest that the gains in productivity in recent years have 

continued, but at a slower rate than in the previous decade. 

A generally comparable measure for the United States is provided by 

1 
Output, Labour and Capital in the Canadian Economy, Royal Commission on 
Canada's Economic Prospects, Ottawa, 1955, Ch. V, Appendix F. 
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the index of farm output per man hour. Over the same years, the American 

data are as follows: (1957-59 = 100) 

1953 71 1958 103 

1954 74 1959 106 

1955 80 1960 115 

1956 86 1961 120 

1957 91 1962 127 

Over the nine-year period the increase in productivity was about 80 

per cent. It will be observed that the indicated Canadian productivity 

increase is far less over corresponding years. While we must consider data 

limitations, there may well be very disturbing real implications in the data 

reported above, implications suggesting that the comparative advantage 

position of Canadian agriculture may have been deteriorating over the past 

ten to 15 years. Why might this occur? (1) The product mix in American 

agriculture likely changed so as to yield greater productivity gains 

(Actually the product mix of Canadian agriculture has been relatively stab1~); 

(2) the changing factor mix in American agriculture, with more emphasis on 

specialized capital inputs, may have contributed to the result; (3) regional 

shifts in American agriculture, especially the continuing rationalization of 

Sourthern agriculture, may have been a factor; and (4) structural changes 

which defy accurate comparison, e.g., the more rapid increase in scale of the 

large, highly-capitalized farms in the United States may have favoured that 

country. This is suggested by the Gri11iches analysis (op. cit.). Chapter 

III of this study suggests that Canada has been falling behind in a relative 

sense in productivity in livestock production. We may note here one 

reflection of the difference in farm Structure of the two countries. This 

is in the output per acre. In the United States cash receipts per acre of 

crop land or of improved land run three to four times as great as in Canada, 
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depending on the variables considered. 

This chapter began with reference to the 1958 Farm Survey Report 

(D.B.S.) and will end on the same theme. This work for the first time places 

in an objective context the incomes received by Canadian farm families. 

Prior to the release of that report, it was often presumed that the total 

income of all but the largest size groups of farms was distressingly small- 

generally being identified as net incomes from farming operations. Table 29 

provides data on farm and non-farm incomes per farm family by size groups by 

regions. The data bring out very clearly the importance of non-farm incomes 

on small farms--those say with sales of farm products less than $2,500 per 

year. This includes more than 40 per cent of Canadian farms as defined by 

the Census. The economic activities of the farm families on these small 

farms is clearly very largely outside agriculture. 
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VII. COMPARATIVE ADVANTAGE AND TRADE POLICY 

Attention is drawn to the fact that Chapter III developed conclusions 

respecting comparative advantage of Canadian agriculture based on a commodity 

by commodity analysis. The following is concerned with the same subject but 

the conclusions rest largely on the work of Chapters IV and VI. 

A good summary of farm output in major countries, reflecting compara 

tive advantage plus the distortions to comparative advantage due to barriers 

and restraints, is presented in Figure 3. This figure is based on a three 

year moving average. 

A very high degree of protectionism characterizes the farm industry 

of all major West European countries and the United States. Figure 3 demon- 

strates rapid increases of the volume and output in France and in Australia. 

These two countries represent policy extremes. In the guided economy of 

France, agriculture is highly protected while protectionism is perhaps least 

important in Australia. Agricultural output has been artificially stimulated 

in France, whereas largely natural and economic forces have resulted in a 

rapid increase in agricultural production in Australia. It is interesting that 

the rate of growth of output in Canada has been slower than in any of the five 

countries. In some senses this reveals a lack of comparative advantage. In 

another it suggests that Canada has faced the realities of adjusting her 

agriculture toward meeting domestic requirements, and away from the instabil 

ity which characterizes an economy dependent very largely on agricultural 

exports. 

The objective of the intervention is for income improvement. However, 

as noted earlier, a rather general consequence of price-raising policies is 

that the short-run income gains may be capitalized into land values, and thus 

in the long run be lost or become costs. Further, intervention by government 
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distorts resource use: in the case of France grain production was made more 

attractive than grain conversion, and in 1965, for the first time in modern 

history, France imported meat for domestic consumption. It is interesting 

that high grain prices may adversely affect the French position in the world 

market. China had been the best customer for French wheat in 1963 and 1964, 

but its total purchases went to other countries in 1965, because of lower 

prices offered by them. 

Price supports, subsidies and trade restraints impose a heavy burden 

on the non-agricultural sector of an economy. As long as prosperity prevails, 

society is usually prepared to accept the implications of such a situation. 

In case of a recession, however, it may not be maintained. Under such 

circumstances, public clamour against farm aids may result in relief to 

consumers--all or in part at the cost of the farm sector. Even in the EEC 

countries, bread is still an important component of diets. 

The connection between Common Market food prices and agricultural 
import policy is well demonstrat~d by last year's (1963-64) shortage 
of pork and beef. To ward off rising meat prices, France, Belgium 
and the Netherlands lowered import levies or eased import regula 
tions. The result was that U.S. exports to the Common Market of 
pork increased seven-fold and that prices went back to normal.l 

Agricultural protectionism in Britain is not as extreme as in the EEC 

countries. Britain has by no means aimed at the level of self-sufficiency 

implied in the Common Agricultural Policy. This policy appears to have the 

goal of trade diversion; i.e., the substitution of a higher cost Community 

supplies for those from outside the EEC. These diversions lead to a worsen 

ing of the terms of trade of the outsiders vis-a-vis the insiders.2 

1 Report on Western Europe, The Chase Manhattan Bank, No. 30, New York, 1964, 
p. 3. 

2 E. Thorbecke, "Problems of Regional Integration, European Economic Integra- 
tion and the Pattern of World Trade," American Economic Review, Vol. 53, 
Part 2, 1963, p. 148. 
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Summarizing, restraints on trade account for much of the pattern of 

structural changes in importing countries. This tends to distort the com 

parative advantage for most farm products. Canada's high quality wheat is 

to some extent an exception. Due to its baking quality, this product 

continues to hold a strong place in some of the major recipient countries, 

e.g., Britain, EEC and Japan. Both in Britain and Japan, there is little or 

no tendency to substitute this product. On the other hand, even in the EEC 

countries the demand for Canadian wheat sets obstacles to attempts to reduce 

imports of high quality wheat. 

As indicated in Chapter III, Canadian agriculture still has compara 

tive advantage in certain products, most clearly in hard wheat. For these, 

Canadian exports would expand if restraints on trade were removed. However, 

this work suggests that in general terms, Canada may have lagged so far as 

the adoption of farm organization and farm practices consistent with the 

rapid improvement in efficiency is concerned. There is need not only for 

vast improvement in the internal organization and operation of Canadian 

farms, but also in product and factor markets. The apparent lag in produc 

tivity of Canadian agriculture as against that of the United States requires 

further research. The relation of the agriculture of that country, at once 

our largest market and strongest competitor, to Canadian agriculture is 

critically important. 
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APPENDIX A 

AGRICULTURAL TRADE RESTRAINTS IN INDIVIDUAL COUNTRIES 

Britain.--In the post-war period Britain supported her farm industry largely 

by a deficiency payments scheme. Current agricultural production reflects 

guaranteed prices for wheat and barley; guaranteed prices for milk, hogs, 

beef and other livestock products are consistent with feed grain prices. In 

addition to price guarantees other aids are granted to the farm industry, 

the costs and distribution of which are presented in the following table: 

Total Estimated Cost of Agricultural Support, United Kingdom 

Item Year £ $ 

Actual cost 1962-63 321. 3 960.7 

Actual cost 1963-64 293.9 878.8 

Forecast 1964-65 269.7 806.4 

Estimate 1965-66 294.5 880.6 

Tentative distribution of above costs: 

Deficiency payments for cereals, potatoes, and conversion products 62% 

Structural improvements (drainage, irrigation, etc.) 21% 

Direct aid (fertilizer subsidies). 14% 

Administration cost .• 3% 

Sources: Annual Review and Determination of Guarantees 1962, London, 
March 1963, p. 18; and Agra Europe, March 25, 1964, p. EN/2. 
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The four principal grain suppliers (Canada, Argentina, Australia, and 

the United States) have agreed to maintain minimum prices on offers of 

cereals to Britain.l France and other supplying Countries have joined the 

agreement. All these countries are exempt from any general levy which may 

be imposed on imports offered below the minimum import price. 

Japan.--Insofar as wheat, flour, and barley for food are concerned, Japan is 

essentially a state trader. Imports of these commodities are subject to 

fixed semi-annual global quantitative quotas and individual semi-annual 

foreign exchange quotas. Within these quotas the government food agency 

decides when wheat, flour, or food barley is to be imported, how much, and 

from which countries, but the importing is done by registered private traders 

on behalf of the agency. The traders are awarded import licenses on a bid 

basis, the bids being the prices at which the traders offer to sell the 

imported commodity to the agency. The licenses are usually issued to the 

lowest bidders, and the agency resells the imported commodity in Japan. 

Japan's import duty of 20 per cent is at present suspended. But 

imports are resold at prices higher than purchase prices. The present skim- 

ming charges range from 33 to 55 cents per bushel, according to class of 

wheat, and average about 45 cents per bushel. The resulting profit is used 

to offset costs of farm support programmes. 

Japan buys large amounts of wheat for feed, which is also handled 

through the agency. The reason for this is related to the two types of mills 

found in Japan. There are many small mills, which are not capable of making 

high extraction flour. There are also a number of very modern flour mills. 

The government accepts an obligation to the small mills, and about 50 per 
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cent of the imported feed wheat is sold to these small mills which produce 

mainly feeds. 

Japan is not a state trader in imported feed grains other than wheat. 

Private traders sell such imported grains directly to Japanese processors and 

other private buyers. However, feed barley is an exception. Barley is 

purchased by the food agency in the same way as wheat. Corn imports are not 

subject to foreign exchange quotas. 

Domestic grain policies involve government purchases of unlimited 

quantities, resale of purchased grain at lower prices and attempts to 

decrease barley acreage. The present arrangement (government purchase and 

resale at a lower price) involves losses of about $0.80 per bushel for wheat, 

$0.55 per bushel for barley, and $1.00 per bushel for hull-less barley. 

European Economic Community.--From July l, 1967 a common market for grain 

having all the characteristics of a domestic market is projected. On imports 

of the various cereals from third countries, a'single levy will be imposed. 

Intra-Community trade in cereals will be free from levies. Refunds or subsi 

dies on intra-Community export trade will be eliminated; for exports, the 

amount of the subsidy will be unified. 

The application of the full levies based on the level of agreed common 

prices for barley and corn would increase the cost of imports of these grains 

appreciably. Taking this into account, the Ministers agreed that the levy on 

barley and corn imported by sea into Italy from third countries may be 

reduced by $7.50 per metric ton until the end of the 1971-72 marketing year. 

A special provision is also made for durum wheat. This assures producers a 

price higher than would be obtained on the basis of the agreed target price 

of $125.00 per ton. 
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Compensatory Payments.--In order to compensate farmers in Germany, Italy and 

Luxemburg for reductions in income incurred as a result of the move to a 

common price, subsidies will be granted to them directly during the years 

1967 to 1970. Compensation can take the form of a contribution toward the 

improvement of welfare benefits, grants for improving productivity, struc 

tural reform and rationalization of agriculture. Under no circumstance may 

the payments be tied to any product. 

The Community contribution to the compensatory payments is to be as 

follows: 

Country 1967-68 1968-69 

( $ U. s. mil 1 i on) 

Germany 140.0 93.5 

Italy 65.0 44.0 

Luxemburg 1. 25 0.75 

1969-70 

46.8 

22.0 

0.50 

Beef and Vea1.--Customs duties will be the main instrument of protection 

against competition from non-member countries but a system of import levies 

will also operate in respect of some products under certain conditions. The 

Commission will at regular intervals fix import prices for calves. The 

common external tariff rates (16 per cent on live animals and 20 per cent on 

meat) will apply from January 1, 1970 on imports from third countries. 

During the transitional period national rates will be aligned gradually in 

annual stages starting this year and reaching the single rate by the end of 

1969. 

As in the other sectors, the regulation prohibits the application of 

national restrictive measures such as quotas, minimum prices, and special 

taxes on imports, although exception is made for an existing protocol con 

cerning Luxembourg. 
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Milk and Milk Products.--The following products are covered by the common 

market provisions: milk and cream, fresh, preserved, concentrated or sweet- 

ened; butter, cheese and curds: lactose and lactose syrup and certain other 

preparations. It will not, however, cover fluid milk although this sector 

will naturally be affected by the provisions concerning other dairy products. 

National restrictive measures are prohibited, and no customs duties 

are to be applied except in the case of certain items bound under the GATT. 

Instead, imports from third countries will be controlled by a system of 

target prices and levies comparable to those applied under the cereals regu- 

1ation. The levy applicable to third countries will be the difference 

between the most favourable third-country offer prices and the threshold 

price in the importing member country. 

For Cheddar, Emmenthal, Gruyere, Sbrinz and Glaris cheeses imported 

from non-member countries, the amount of the levy will be equal to that which 

would result from the application of the rate bound in the GATT as long as 

the conditions of the binding are respected. For Cheddar the tariff rate in 

the common external tariff is 23 per cent. 

Dairy subsidies constitute the bulk of direct subsidies granted to 

agriculture. For the six member states, total payments in the dairy sector 

in 1963 amounted to about DM 2,017 million, or a little more than $500 

mi11ion.1 It has been agreed, however, that member states may not introduce 

new subsidies or increase existing ones. 

A system of support for butter prices has been established. During 

the transitional period, member states will determine annually an intervention 

or support price for prime quality fresh butter, and the intervention agencies 

will buy any quantity of the butter offered to them. 

lJ. MacNaught, "EEC--Regulations for Dairy Products," Agriculture Abroad, 
Vol. XX, No.1, 1965, p , 45. 
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With regard to imports from third countries, the free-at-frontier 

price, or c.i.f. price for the products concerned is determined on the basis 

of the lowest prices on the international market. The free-at-frontier 

prices for imports from member states are calculated differently. In this 

case, it is a price ex-factory in the exporting country. Because some member 

states continue to impose certain taxes on importation, import levies are 

reduced by this amount. 

The Regulation provides for granting of refunds on exports to third 

countries to price exports on the basis of quotations ruling in international 

trade. As in the case of the other EEC marketing arrangements, the Dairy 

Regulation authorizes safeguard measures should imports cause or threaten 

serious disruption of the market of one or more member states. 

The removal of obstacles to trade within the Community is expected to 

lead to an expansion of trade between member states. A preference over out 

side suppliers is accorded domestic producers and fear has been expressed 

that this will result in a reduction in third countries' share of the market. 

Fats and Oils.--For oilseeds and oleaginous fruit the tariff rate is free. 

Fruits and Vegetables.--While imports from third countries must comply with 

EEC quality standards (or at least their equivalents) exceptions are currendy 

operative for products from certain countries. Duties on imports from third 

countries are maintained and are to be brought into line with the Common 

External Tariff in accordance with the treaty. The Commission proposes the 

removal of all quantitative restrictions and measures with equivalent effect 

on trade with third countries with effect from January l, 1966. But if 

imports from third countries take place below specified reference prices, 

threatening serious disruption of Community markets, the Commission may 
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decide to suspend these importations, or alternatively impose a countervail- 

ing charge. 

General.--The following is a statement made by the Assistant Secretary of 

Agriculture of the United States, "Europe's farmers not only want continued 

high prices for what they produce but they also hope under the Common Market 

to expand their production. If proposed policies went fully into effect, in 

a few years we might find it especially difficult to sell our grains and 

poultry to the area. Conceivably a wide range of our export products could 

be seriously affected including wheat, feed grains, rice, tobacco, animal 

products, fats and oils, poultry, and certain fruits." 

The same official goes on, "In the case of our fruit and vegetable 

products, for example, the Common Market countries propose fixed tariff rates 

but continue to apply quantitative restrictions. If these quantitative 
\ 

restrictions were removed--as they certainly should be since these countries 

no longer have balance of payments problems--our exports of these items would 

increase substantially." While Canadians would agree the position taken in 

the foregoing statement, they would also insist that it apply equally to the 

United States which has a wide range of highly restrictive quantitative 

limitations on imports on farm products. 

J.D. Coppock has suggested more intensified production control in the 

United States and Canada in order to reduce their exports to the European 

E . C . 1 conom~c ommun~ty. At the same time, he has recommended that the average 

threshold price for wheat to the European Economic Community should be fixed 

1 
J.D. Coppock, North Atlantic Policy, the Agricultural Gap, New York, 
Twentieth Century Fund, 1963. 
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at $75 U.S. per metric ton, including tariffs. This price, of course, is 

much less than the average price established by the Commission. He has cal 

culated that whereas his proposal implies 15 to 30 per cent price reductions 

in Germany and Italy, it might cause five and 30 per cent price reductions 

in Canada and the United States respectively. On the other hand, the soft 

wheat price would be increased by eight per cent in France. The general 

price adjustments recommended by Coppock imply that each major country sacri 

fice in order to maintain harmony in world trade relations. 

The Pisani-Baumgartner Plan of the French government is based on the 

assumption that current world market prices have been unduly low due to high 

subsidies paid to farmers in both North American exporting countries. The 

plan suggests that world market prices should undergo an upward adjustment 

to the level of EEC target prices. Concurrently export subsidies as well as 

import levies would be abolished. The result would be higher returns for 

smaller quantities sold. Excess receipts could be used to finance food aid 

programmes to developing nations. The plan recognizes that improved supply 

management and new outlets will be needed. With regard to the former, coun 

tries like Canada, Australia and Argentina, in return for the higher export 

prices, would commit themselves not to pass the higher prices down to pro 

ducers, thus eliminating the incentive to increase production. This could 

be established by means of export taxes. Countries such as the United States, 

which already have high prices, would have to tighten their supply controls 

even further. It is evident that the dominant goal of the plan is to pave 

the way for expanding French agricultural exports. This might include sales 

within the Community as well as exports to non-members. 

The Mansho1t Plan was accepted in November 1963 by the Commission. 

It proposed that the average common target price for wheat should be set at 
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425 Deutsche marks ($106.30) per metric ton (wholesale level). Since prices 

for coarse grains are related to wheat prices, the prices of livestock and 

livestock products would likewise be affected by the regulation. The Commis- 

sion has computed the potential losses for the countries involved in adopting 

the Plan. It is shown that West German agriculture would face an annual 

decrease equivalent to 140 million U.S. dollars in total agricultural income; 

Italy 65 million, and Luxembourg $900,000. The Commission has presented a 

series of suggestions which might help to compensate for these losses. These 

include direct payments to farm operators, augmentation of social contribu- 

tions to farm families, and aid to production by improvement measures and 

other means. 

United States Support Programmes 

Some of the special problems of individual EEC countries as they face 

transition into the CAP are considered in Chapter V, which considers struc- 

tural changes in agriculture in these countries. 

The Commodity Credit Corporation supports prices of most storable 

commodities mainly by loans to producers at the support price on any eligible 

quantity sealed in approved storage, using the commodity as collateral. The 

farmer has the option of redeeming the loan when the open market price 

exceeds the support price. Prices of most perishable and some semi-perishable 

commodities are generally supported by means of outright purchases by the 

CCC. 

Various programmes are used by the United States to promote exports of 

agricultural products. Of the $6,074 million of U.S. agricultural exports in 

fiscal 1963-64, 38 per cent were under export assistance.1 Payments are made 

1 
E. Jaska, "U.S. Farm Income and Support Programs," Agriculture Abroad, XX, 
No.3, Canada Department of Agriculture, pp. 40-46. 
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when specified price-supported commodities will not move in international 

trade without some form of compensation to the exporter who buys at the dom 

estic price and sells in foreign markets at the lower world price. In 

1963-64, export payments of $822 million were made on behalf of exports of 

wheat and flour, cotton, milled rice, dairy products, tobacco, oilseeds and 

products, and peanuts. 

The average export payment during fiscal 1963-64 was 55 cents per 

bushel on wheat and 74 cents per bushel on the wheat equivalent of flour. 

Total export payments on wheat and flour amounted to $427 million. 

All rice exports were made with the assistance of export payments in 

kind or in cash. The average export payment was $2.28 per hundredweight and 

such payments totalled $71.7 million during the year. 

Export payments for dairy products included payments in kind and meet 

ing differentials between the domestic market price and CCC sales price on 

sales from CCC stocks; special sales at concessional prices are made to Japan 

and Italy. These payments for non-fat dry milk averaged 8.2 cents per pound. 

The payments averaged 34 cents per pound for butter and 42 cents per pound 

for butter oil. Estimated export payments totalled $35.0 million for butter 

and $5.4 million for butter oil. The average export payment for cheese, 

including differentials on sales for export and concessional sales to Italy, 

was 16 cents per pound; the estimated total export payment was $0.8 million. 

Only 31.1 million pounds, less than six per cent of the 532 million 

pounds of unmanufactured tobacco exported from the United States during 

fiscal 1963-64 was exported under the assistance programme. The average 

export payment was 9.3 cents per pound. 

The average export payment was six cents per bushel of flaxseed. 

Estimated total export payments amounted to $0.2 million. 
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~~ 480.--In addition to these arrangements for sales through so-called 

commercial channels, there are two important programmes for moving agricul- 

tural commodities under special arrangements. The Mutual Security Act of 

1954, Section 402, provides for financing exports of surplus agricultural 

commodities paid for in foreign currencies, and the Agricultural Trade 

Development and Assistance Act (Public Law 480), also of 1954, provides for 

four types of programmes: Title I covers sales for foreign currencies or in 

exchange for long-term loans; Title II covers famine and relief; Title III 

includes domestic donations; and Title IV, long-term credit sales. 

Benefits of Support Programmes.--A group of economists concluded that, if 

price supports and acreage diversion programmes for feed grains and wheat 

were discontined, after a three-year period of adjustment to market prices, 

even though surplus stocks increased somewhat, net farm income would drop $5 

billion to $6 billion. This study assumed the continuation of the cotton, 

rice, peanut, dairy and tobacco price support programmes. If these programmes 

also had been discontinued, the decline in net farm income projected would 

have been even greater--more than $6 billion or more than 50 per cent.l 

Argentina2 

Preferential financial treatment is given to farmers in the form of 

loans for mechanization and other improved methods, in addition to assistance 

provided in connection with seeding, harvesting and marketing of farm pro- 

ducts. The National Bank is the major credit institution, making loans to 

1 Luther G. Tweeten, Earl O. Heady and Leo V. Mayer, Farm Program Alterna- 
tives; Farm Incomes and Public Costs under Alternative Commodity Programs 
for Feed Grains and Wheat, Ames: Center for Agricultural and Economic 
Development, Iowa State University, May 1963 (CAED Rept. 18). 

2Source: F.A.O. National Grain Policies, Rome, 1963, pp. 123-125. 

producers for these purposes. 
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Support prices in Argentina are fixed at levels that are regarded by 

the Government to be incentives. As a rule the incentive is strongest in 

the case of flax. 

The last few years, the Government has laid special emphasis on 

increasing wheat output. The 1964-65 minimum support price was $1.35 per 

bushel Canadian, and with sales in Western Europe bringing about $1.90 and 

handling and ocean freight estimated at 30 to 35 cents per bushel, the 

National grain Board earns surplus of about 25 cents per bushel. This is 

used mainly for support of such organizations as the National Institute of 

Technology. The minimum support on barley in the same year was about a 

little over 80 Canadian cents per bushel; and for corn just over $1.00 

(Canadian). Import duties averaging 200 per cent ad va10rum on all grain 

imports effectively prevent these. 

Australia 

The Australian Wheat Board is responsible for the handling of the 

Stabilization Plan. The Plan guarantees to growers a return based on a cost 

index of the wheat industry. The guarantee applies to domestic consumption 

and to part of the exports. An important change occurred when the Government 

increased its guarantees on exports from 100 to 150 million bushels for each 

crop, beginning 1962. Increased efficiency has resulted in higher yields 

per acre and a consequent decrease in unit production costs. Since the 

guarantee related to production costs, guaranteed price for 1963-64 has been 

set below that of the previous year. 

To finance the Plan a tax is collected on wheat exported in excess of 

the guaranteed export support quota. The maximum tax is equiva1e~~ to 

(U.S.$) 6.20per metric ton. No production control is practised. Some freight 
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Wheat Prices (~., bulk) 

U.S.$ per metric tons 

Guaranteed Price 
Home Consumption Average Export 

Year Price Return 

1961-62 64.81 65.15 58.97 

1962-63 65.15 65.73 55.56 
(estimated) 

1963-64 59.34 60.00 

Source: F.A.O. National Grain Policies, 1964, p. 198. 

subsidy is granted to West Australia growers in the amount of (U.S.$) 1.05 

per metric ton.l 

The Australian Meat Board has the power to encourage, assist and pro- 

mote the export of meat from Australia. A special clause enables the Board 

to purchase and sell meat for export and thus ensure that the Government will 

be able to meet special international commitments. Finance for the Board's 

operations is derived from a levy payable on the slaughter of cattle, (over 

200 lb. dressed weight), sheep and lambs for human consumption. The maximum 

rate at which the levy can be applied has been fixed at 90 cents (Canadian) 

a head for cattle and nine cents (Canadian) a head for sheep and lambs. 

Australia has a 15-year meat agreement with Britain which expires in 

1967. The agreement includes guaranteed minimum prices and unrestricted 

entry to the British market for most of the meat products.2 

lSee F.A.O. National Grain Policies, 1963 and 1964. 

2D•T• Campbell, Agriculture Abroad, Vol. XX, No.1, February 1965, Ottawa: 
Department of Agriculture, pp. 1-4. 

193 

98510-14 



APPENDIX B 

A12Eendix Table I: EEC: Rate of Self-Sufficiency, 1963-64 ~Production at 
Percentage of Domestic Consum12tion) 

Product 
Fed. Rep. 

France Italy Nether- Belgium & 
EEC Germany land Luxemburg 

----- 
Wheat 70 113 93 32 69 91 

Other grains 77 106 72 35 43 77 

Sub total: grains 73 110 84 34 52 83 

Rice 56 146 83 

Potatoes 98 101 103 115 100 100 

Sugar 93 116 97 107 119 103 

Vegetables 75 97 117 155 102 105 

Fruit (fresh) 73 77 128 122 79 96 

Grape fruit 178 41 

Wine 61 78 99 2 16 86 

Beef and veal 87 102 74 105 95 93 

Pig meat 94 100 94 154 101 100 

Poultry meat 57 101 93 336 102 93 

Other meat 82 94 86 92 77 89 

Sub total: meat 88 100 83 131 95 95 

Eggs 57 97 81 229 114 90 

Milk (cow, goat, sheep) 100 100 100 101 100 100 

Cheese 78 103 99 209 33 99 

Butter 94 102 84 192 97 101 

Fats and oils (exc. butter) 32 39 69 23 39 44 

Source: G. Thiede, "Statistiche Variationen uberdas Thema Versonguns1age," 
Agri Forum, Vol. 1, No. 4 (April 1964), Mumchen, Germany. 
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AQQendix Table IV: ConsumQtion of Fertilizersl lOOOS Metric Tons 

Country 
1948/49- 
1952/53 1960/61 1961/62 1962/63 

Ni trogenous 

France 251. 7 565.1 624.7 682.8 
W. Germany 365 618 621. 1 768.1 
Italy 145.4 322.6 347.7 375.1 
Netherlands 146.2 223.6 242.9 294 
U.K. 209.3 462.6 496.4 541 
Canada 34.6 90.6 98.3 
U. S. 1,270 3,080 3,430 3,700 
Japan 368 753 695 669 
Australia 15.6 24.6 35 37.1 

PhosQhate 

France 454 877 967 1,034 
W. Germany 405 652 625 707 
Italy 282 379 397 376 
Netherlands 116 112 101 102 
U.K. 402 426 452 433 
Canada 111 197 197 
U. S. 1,960 2,377 2,529 2,717 
Japan 225 491 453 465 
Australia 338 572 590 649 

Potash 

France 362 750 831 910 
W. Germany 660 1,006 1,036 1,100 
Italy 24 104 127 133 
Netherlands 151 138 126 124 
U.K. 215 450 442 444 
Canada 60 100 107 
U. S. 1,243 1,967 2,060 2,181 
Japan 145 600 493 506 
Australia 8 33 47.9 37.8 

Source: FAD, Production Yearbook, various numbers. 
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AQQendix Table V: Livestock Numbers and Produc ti vity by Countries, Thousands 

Country and Item 
1947/48- 

1957/58 1958/59 1959/60 1960/61 1961/62 1951/52 

Horses 
Denmark 499 237 212 171 125 100 
France 2,403 1,982 1,903 1,825 1,729 1,617 
W. Germany 1,582 974 913 814 710 634 
Canada 1,586 678 617 574 514 480 
United States 5,347 2,356 2,200 3,089 
Argentina 7,265 4,846 4,701 4,800 4,166 3,930 

World total 75,800 71,000 70,500 70,400 67,300 64,700 

Cattle 
Denmark 2,998 3,273 3,379 3,397 3,593 3,504 
France 15,605 17,924 18,446 18,773 19,501 20,583 
Canada 7,945 10,301 10,120 10,497 10,905 10,940 
United States 80,424 91,176 93,322 96,236 97,534 100,002 
Argentina 45,000 40,736 41,206 44,550 43,200 43,300 
Australia 14,534 16,892 16,257 16,502 17,332 18,003 
New Zealant 4,925 5,886 5,973 5,992 6,446 6,598 

Pigs 
Denmark 2,829 5,347 6,074 6,147 7,095 7,181 
France 6,582 8,131 8,469 8,357 8,603 9,217 
W. Germany 9,563 15,495 14,734 14,876 15,776 17,207 
Poland 7,534 11,959 11,209 12,615 13,434 13,617 
Yugoslavia 3,957 4,226 5,657 6,210 5,818 5,161 
Canada 4,792 5,162 6,882 6,419 5,528 5,138 
Uni ted Sta te s 58,834 51,517 58,045 59,026 55,506 57,000 
New Zealand 556 628 692 660 655 686 
Brazil 24,879 44,190 45,262 46,823 47,944 50,051 

Cows 
Denmark 1,529 1,415 1,433 1,438 1,493 1,463 
France 9,246 9,361 9,493 9,830 10,067 
Canada 3,138 3,129 3,108 3,162 2,987 2,956 
United States 23,792 21,265 20,132 19,527 19,361 19,167 
Argentina 16,210 16,394 17,820 17,280 17,135 
Australia 3,949 4,210 4,110 4,025 4,020 4,105 
New Zealand 1,935 2,075 2,031 1,989 2,026 2,055 
Netherlands 1,486 1,525 1,565 1,628 1,676 1,751 

SheeQ 
France 7,498 8,573 8,749 8,942 9,063 8,924 
Britain 19,945 26,105 27,612 27,871 28,967 29,498 
Canada 1,176 1,129 1,159 1,206 1,153 984 
United States 31,554 31,217 32,606 33,170 32,982 31,320 
Australia 111,485 149,315 152,685 155,174 152,679 157,712 
New Zealand 33,871 46,026 46,876 47,134 48,462 48,988 
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AQQendix Table V--continued 

Country and Item 1947/48- 1957/58 1958/59 1959/60 1960/61 1961/62 1951/52 

Poultry ~chickens) 
France 74,600 
w. Germany 37,235 55,977 58,133 60,011 60,034 65,838 
Italy 68,500 83,500 83,700 86,000 90,000 93,000 
Netherlands 22,065 37,797 43,199 42,410 49,917 45,890 
Britain 87,914 95,887 102,263 98,360 108,394 104,032 
Canada 65,320 75,730 73,510 68,795 69,384 64,916 
United States 442,922 370,884 383,529 369,484 361,685 368,452 
Japan 20,502 50,291 48,219 54,629 71,891 90,006 

SOurce: FAO, Production Yearbook, various numbers. 
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AI!I!endix Table VI: Livestock Products by Countries U,OOO Metric Tons) 

Country and Item 1948-52 1959 1960 1961 1962 

Milk 
France 14,540 20,909 22,969 23,793 24,308 
Netherlands 5,441 6,411 6,838 6,954 7,269 
Denmark 4,915 5,426 5,399 5,524 5,355 
Canada 7,051 8,257 8,393 8,737 8,764 
United States 52,455 55,333 55,702 56,899 57,119 
Australia 5,497 6,422 6,592 6,277 6,768 
New Zealand 4,721 5,403 5,335 5,374 5,413 

(No considerable changes of milk yield per milking cow) 

Cheese 
Denmark 69 115 113 122 114 
France 281 412 398 399 424 
N~ther1ands 130 205 202 213 224 
Canada 44 54 66 70 71 
United StaLes 672 890 941 1,005 988 

Butter 
France 224 330 259 288 297 
Netherlands 81 80 99 97 102 
Denmark 155 168 167 171 167 
Canada 138 154 151 165 169 
United States 697 640 651 696 715 
Australia 158 194 201 185 202 
New Zealand 177 222 211 213 214 
Britain 17 20 45 56 65 

Dried milk 
Denmark 8 20 22 24 
France 6 54 100 123 
Netherlands 41 95 128 105 82 
Canada 40 99 109 124 114 
Uni ted Sta te s 517 965 1,026 1,108 1,206 
Britain 37 48 85 95 102 

Eggs {millions) 
Denmark 1,947 2,303 2,110 1,887 
W. Germany 3,912 7,895 8,372 9,133 
France 7,211 8,500 8,955 9,250 
Netherlands 1,879 5,825 5,999 6,061 
Britain 7,285 12,924 12,888 13,356 
Canada 3,809 5,413 5,159 6,210 
United States 62,951 63,948 63,780 64,248 

Source: FAO, Production Yearbook, various numbers. 
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A22endix Table VII: Meat Production by Countries {l,OOO Metric Tons) 

Country and Item 1948-52 1959 1960 1961 1962 

Beef [lnd veal 

Denmark 104 149 156 141 182 
w. Germany 549 950 1,002 1,039 1,114 
Poland 178 336 323 338 386 
Italy 281 522 525 659 704 
Britain 589 730 821 905 918 
Canada 437 572 629 647 643 
United States 4,785 6,617 7,183 7,413 7,398 
Argentina 1,934 1,944 1,883 2,145 2,216 
Australia 628 764 643 804 919 

Pork 

Denmark 305 563 596 614 632 
W. Germany 831 1,524 1,579 1,652 1,748 
Poland 718 1,108 1,148 1,255 1,239 
Italy 241 293 335 313 312 
Britain 294 693 664 695 773 
Canada 408 574 469 438 444 
United States 4,905 5,440 5,264 5,176 5,371 
Argentina 150 160 184 187 154 
Australia 89 103 110 122 118 

Source: FAD, Production Yearbook, various numbers. 
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by 

COMMERCIAL POLICIES AND TECHNIQUES 

Jean Royer 
Cannes, France 

In view of the major contribution of export trade to the Gross 

National Product and the equilibrl'lln of the balance of payments, govern- 

ments are assisting their exporters in developing their sales abroad and 

in overcoming the many obstacles which are placed in their way by policies 

followed by governments of other countries. In recent years, governments 

have been prepared to enter more actively the field of actual promotion, 

which was previously left entirely to the trade, and to assist traders by 

giving them credit facilities or guarantees. These new activities, however, 

cannot replace the traditional responsibility of protecting exporters against 

the adverse effects of foreign policies, which still represents today the 

principal objective of export policies. 

I - EXPORT PROMOTION TECHNIQUES 

Trade and trade promotion are mainly the responsibility of private 

business in countries which still believe in free enterprise. Producers are 

responsible for supplying the type of goods which the customer is prepared 

to buy or can be induced to purchase at a price acceptable to that customer; 

traders have to bring the goods to the consumer and to get payment for them. 

On the domestic market, producers and traders do not expect the government 

to help them to find a customer. Why should it be different in inter- 

national trade, and what kind of assistance can exporters expect from their 

official departments? 
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Foreign markets offer more risks than domestic ones; conditions 

are less familiar and profits are not substantially higher. Government sup 

port and assistance may be essential in convincing traders to enter uncharted 

areas. This is particularly true of new products which have not yet been 

exported and of new markets which have not yet been prospected. Governments 

can help exporters in a number of ways without duplicating their own efforts. 

Broadly speaking, three main lines can be defined: documentation activities, 

contacts and commercial propaganda abroad, and provision of services not 

adequately organized by private business. 

(a) Documentation activities 

The government is usually better equipped than private business for 

obtaining up-to-date and correct information about the terms of access to 

foreign markets. All governments have established a network of commercial 

offices in major capitals abroad which compile and distribute to central 

departments information on tariffs, licensing arrangements, exchange control 

measures, sanitary regulations, etc. This mass of information is pre 

digested and circulated to all exporting interests or is kept available for 

their use. Administrative arrangements may differ from country to country; 

it would seem that the most practical method is the establishment of a semi 

official Foreign Trade Centre, as organized in Paris, where documentation is 

prepared and submitted to suit the specific requirements of exportersi local 

sub-offices in exporting areas would bring information closer to the parties 

concerned. 

The offices abroad of Commercial Attachés and Trade Commissioners, 

and also of Agricultural Attachés -- a comparatively recent innovation - 

would give more detailed information to the exporters on regulations, but 



also on trading conditions and practices, on market trends and other commer 

cial indicators in the country where they are stationed. 

Apart from the distribution of ready-made information, governments 

play an important part in research and market analysis. By giving to expor 

ters an objective assessment of trading opportunities, export-promotion 

agents can direct efforts to receptive markets and avoid the waste which may 

result from unco-ordinated or ill-informed ventures. 

(b) Contacts and commercial propaganda 

Documentation activities, however useful they may be, do not create 

trade. Governments usually take a more active part in trade promotion by 

establishing contacts with their exporters, with importers of national prod 

ucts, and, last but not least, by bringing together would-be exporters and 

importers. 

Government departments draw the attention of exporters to new open 

ings, help them to organize common projects or to set up export associations 

and, generallY, try to stimulate their enthusiasm. 

Abroad, the agents of the commercial services pass on to importers 

or potential buyers current information, in the form of booklets or in the 

course of conversations or interviews, on the type of products which can be 

exported, their qualities or other advantages as compared with products from 

other origins. This can be supplemented by the organization of visits or 

tours in the exporting country to enable foreign operators to obtain first 

hand information on the products and get acquainted with the people who 

produce or sell them. 
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Development of personal contacts between exporting and importing 

interests is essential in international trade as in many other activities, 

and governments are able to assist in many ways. One of the most profitable 

methods is the organization of trade missions composed of businessmen and 

accompanied by one or more officials. These missions can be sent by the 

exporting country to foreign places or, conversely, may consist of foreign 

businessmen invited to visit the exporting country. They may cover a wide 

range of interests or be limited to specific products or objectives. As 

trade is two-way traffic, this technique should also apply to the import 

trade. Governments also encourage their exporters to attend international 

meetings where they can initiate valuable relationships with businessmen of 

other countries. 

Another practical assistance which is of great value to exporters 

is connected with the selection of agents abroad. In many cases, the expor 

ter does not know the lay of the land sufficiently well to select a competent 

and reliable agent in a given country; the Trade Commissioner or the Agricul 

tural Attaché may help him in finding the right man. This applies also to 

the choice of a local bank or transport agent. 

Apart from individual contacts, governments are trying to get their 

export products known by a wider public. Trade fairs have become increasing 

ly popular and most governments are prepared to assist in the preparation and 

the financing of such ventures. Although there seems to be a surfeit of 

these exhibitions, this technique remains very valuable. 

Specialized fairs are becoming more fashionable than general com 

mercial exhibitions, as they are more likely to be attended by importers and 

users than the more spectacular type of fair. 
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The Canadian record in fair organization appears to be excellent, 

as evidenced by a conversation I overheard some time ago near Lagos (Nigeria). 

A Yoruba youth was trying to convince a massive "Mummy" trader to give him 

bananas at a reduced price; he told her that her trading methods were out of 

date and that she should go to the Canadian Trade Fair in Lagos and see how 

IOOdern people operated. "These Canadians", he said, "know their job; they 

do not force you to buy without letting you try the value of what they sell; 

they give you samples and if you like the stuff, you buy and become a regular 

customer." The old girl laughed and gave him a bunch of bananas. 

Apart from the preference given to more specialized fairs, another 

recent development is the floating exhibition which was introduced by Japan 

and which enables the same exhibition to tour the world.11 

Advertisement in popular newspapers and magazines or in more 

specialized publications is used extensively to popularize products from the 

exporting country in general or some particular commodities. For certain 

products, multinational schemes of propaganda have been adopted to stimulate 

consumption; the cost has been shared by the governments of the exporting 

countries or by export associations. 

These activities become fairly onerous and governments have, some- 

times, asked the export interests to contribute to the cost of some of them, 

either by means of voluntary grants or by the payment of a tax levied on 

exports. Although governments are prepared to expand their responsibilities 

Another practical method is the organization of "in-store" displays of 
national export products for a week or a fortnight in department stores 
or supermarkets of a town in a foreign country. 
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in the field of export promotion, the trend in many countries is to associate 

private interests and to treat many of these activities as a joint venture 

between government and trade. 

(c) The provision of specific services (export insurance and credit) 

Since the war, governments realized that the organization of cer 

tain services in a free-enterprise economy does not always meet the require 

ments of international trade. For instance, insurance companies cannot be 

expected to cover risks of a noncommercial nature; banks cannot provide 

credits for more than a certain period. The cost of such services, on a 

strictly commercial basis, would be excessive. If certain exporting coun 

tries are prepared to provide these services to their exporters, terms of 

competition would be so affected for some trade flows that exporters of other 

countries who do not obtain the same facilities might be driven out of the 

markets. To meet these difficulties, governments have generally undertaken 

either to provide these services themselves or to grant a guarantee which 

would induce commercial operators to offer reasonable terms for the provision 

of such services. 

Export insurance is organized to protect exporters against losses 

resulting from noncommercial risks, such as exchange control, political meas 

ures which may prevent the debtor from paying his debt, etc. This assistance 

is valuable when goods have to be sold on credit, especially investment 

goods. In the case of agricultural products, payment is usually on cash 

terms or on short-term credit. Normal documentary credits or other banking 

arrangements would normally guarantee that the seller will get his money 

before the goods change hands or that a reliable bank will be responsible 

for payment. If, however, trade with less-developed countries were to expand 
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in the future, some form of insurance method may become necessary, even for 

the export of foodstuffs. 

Apart from insurance, governments apply techniques which enable 

their exporters to grant credit terms which would not be available normally. 

Two methods are applied: either the government sets up a bank for foreign 

trade or a financing agency which grants the credit to the exporter on reas 

onable terms, or the government guarantees the payment and, thanks to that 

guarantee, the exporter can obtain from his bank medium-term credit on moder 

ate terms. From a practical point of view, there is not much difference 

between the two methods for the exporter, unless the provision of credit by 

the government is on such terms as to amount to indirect subsidization of 

the export. 

For the delivery of agricultural commodities, the terms of credit 

authorized under these schemes do not usually exceed 18 months, and there is 

little competition between credit agencies. This, of course, is not neces 

sarily true of other export activities, such as the investment goods sector 

where some governments offer terms of five, seven, ten years or more. To 

avoid excessive competition -- which amounted to subsidization -- the agen 

cies agreed on certain rules embodied in the so-called Berne Convention. 

Once engaged in these quasi-commercial activities, governments were 

sometimes induced to go a step further and to enter the export trade itself 

or, at least, to take a hand in the organization of that trade through mar 

keting boards or other monopolistic devices. This kind of governmental acti 

vity can hardly be classified under export-promotion measures and will be 

considered in a later section. 
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Without underestimating the importance and the remarkable effects 

of export-promotion measures, it should be recognized that the main assist 

ance which governments accord to their exporters is the aid which they give 

them to overcome the obstacles of a noncommercial measure which are the 

result of policies adopted by other governments and which exporters would 

be unable to overcome if their own government did not put into action the 

traditional methods of commercial policy. 

II - THE MAIN OBJECTIVES AND METHODS OF COMMERCIAL POLICY 

(a) The do ut des principle 

While goods move freely from one part of a country to another, they 

have to overcome a number of obstacles before they can reach a foreign desti 

nation. So long as international trade was of a complementary nature, i.e., 

so long as countries were purchasing goods they did not produce or did not 

produce in adequate quantities, these trade barriers are not too restrictive; 

but now that most products entering world trade can be produced anywhere, 

imports compete more or less with the local product and access is not un 

limited or free. On the other hand, exporters have to face competition from 

other suppliers and would be hard put if their competitors enjoyed better 

terms of access or were assisted by facilities offered by their own govern 

ment in the form of export subsidies or other advantages. 

As private enterprise cannot influence the policies of foreign gov 

ernments, it has to rely on the assistance of its own government to secure 

for its products reasonable terms of access on export markets and fair terms 

of competition with other suppliers. This is the positive aspect of commer 

cial policy; but, like the old Roman god Janus, commercial policy has two 

faces, one which is outward-looking and another which is inward-looking and 

concentrates on the protection of the home market against foreign competition. 
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finds it profitable, it may accept to limit on certain points and for 

These two aspects cannot be separated; advances on the export front 

have to be paid for by some retreat on the home front. Freer access to for 

eign markets for one's export products implies freer access on one's market 

for the trading partners' export products. This principle of do ut des has 

been and remains the golden rule of commercial policy. But, whereas all 

negotiators know that this is unavoidable, there are still many people in 

business or in official circles who dream of other methods of bargaining. 

The conditions of negotiation are imposed by world political cir 

cumstances. States are sovereign and, so far, there is no international 

machinery which can force a government to do what it does not want to do or 

prevent it from doing what it wants to do. The only limitations to the free 

dom of action of governments are of a voluntary nature. If a government 

some time -- its sovereign right of framing as it likes its commercial policy. 

So long as this international agreement remains in force, traders can expect 

some stability in the terms of access and the terms of competition; but when 

the agreement lapses, the law of the jungle reigns again supreme. 

There were times when limitations of sovereign rights could be im 

posed by force: China was forced to trade with European countries or Germany 

to grant the most-favoured-nation treatment without reciprocity to Allied 

Powers as a result of war. But, in normal conditions, a foreign government 

will be induced to abandon part of its sovereignty in the field of trade only 

if it obtains an equivalent advantage, which would be in the form of a cor 

responding limitation of the sovereignty of its trading partner. Although 

other forms of compensation are possible, it is usual to match guarantees of 

access for export products of one partner with guarantees of access for 
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export products of the other partner or partners. Although many refinements 

and more elaborate techniques have been introduced in the course of time, 

negotiations based on the principle of mutual advantage remain the most 

effective technique of commercial policy. 

(b) The post-war system of commercial policy 

In the thirties, the traditional methods of negotiation were dis 

carded in many countries because they could not cope with the new protective 

and restrictive devices applied by many countries, such as quotas, licences, 

exchange controls and clearing arrangements. A new system was evolved after 

the Second World War which replaced bilateral trade agreements based mainly 

on the reduction and binding of individual tariff rates. Governments of trad 

ing nations accepted in 1947 a Code of commercial policy which limited their 

freedom of action more narrowly than any previous bilateral agreement, but 

did not interfere with their right of determining the level of protection, 

provided the protection took the form of customs tariffs. The stage was thus 

set for meaningful tariff negotiations. 

This represented a considerable advance, but did not modify the 

fundamental political situation. Governments accepted these limitations only 

so long as they found that the disadvantage of abandoning part of their free 

dom of action was made up by equivalent advantages for their export trade. 

They could terminate their commitments by giving 60 days' notice and regain 

their full freedom of action. Even such a modest departure from national 

sovereignty proved too onerous for some trading nations. In spite of its 

precarious legal status, the new system proved its practical strength as time 

went on. The commercial interests of the parties to the General Agreement on 

Tariffs and Trade (GATT) were so closely intertwined that it was too risky 

for any major trading nation to undo what had been patiently put together. 



(c) 'The "new order" proposed by the UNCTAD 

'The practical methods applied with success by the GATT were consid 

ered by a number of people as ineffective when it came to deal with the trade 

problems of less-developed countries. 'The Conference convened by the United 

Nations in 1964, and which has now become a permanent cog in the internationll 

machinery, tried to replace the traditional principles of equality of treat 

ment and of equal responsibilities for all nations by a "new order" which 

would aim at meeting the requirements of less-developed countries, without 

paying too much attention to the former rules of the game or to the political 

structure of the world. It was expected that majority decisions by a Confer 

ence dominated by less-developed countries would induce the governments of 

developed countries to accept international commitments which would not even 

have been considered so long as negotiations were conducted on the basis of 

equality and of sovereignty. Although this attempt was not very successful 

since it presupposed the acceptance of a World government to which national 

governments would delegate part of their sovereignty, a number of points 

emerged from the discussions which may well influence the methods of commer 

cial policy in the future. 

'The Conference stressed over and over again that equality between 

unequal partners amounted to a denial of equality. This concept was not 

entirely new and, as far back as 1947, the GATT recognized that if all its 

members should enjoy the same benefits, their obligations might be different 

and less-developed countries were entitled to certain facilities which were 

not enjoyed by more mature nations. 'This principle was reaffirmed when the 

GATT was revised in 1955 and is now embodied with other ancillary rules in 

the new Part IV on Trade and Development. But the Conference went much fur 

ther than many governments were prepared to go and tried to divide the world 
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in two parts, the developed countries with tight obligations and the develop 

ing countries with practically no commitments but with considerable rights. 

The second principle which is a natural consequence of the first is 

that developing countries should enjoy better terms of access than developed 

countries for their export products, and might expect to get their import 

products on better terms than developed countries. So far as trade in pri 

mary commodities was concerned, the basic demand was the organization of an 

international scheme for deficiency payments which would guarantee that, 

whatever the market prices, less-developed countries would obtain a guaran 

teed price for their exports, as farmers do in a number of industrial coun 

tries. The developed countries exporting the same products would have to be 

content with the market prices. The logical consequence of these proposals 

would be the establishment of a system of dual pricing both for exports and 

for imports. A number of less-developed countries enjoy already special 

prices or terms for part of their imports of foodstuffs and other commoditie~ 

thanks to concessional sales of wheat, rice, tobacco, meat, dairy products 

and the like, and the concept of dual export pricing is gaining ground. For 

instance, the United Kingdom agreed to pay to less-developed suppliers of 

sugar under the Commonwealth Sugar Agreement a special premium of £3.5.0. 

per ton for sugar sold under the negotiated price quotas. In their proposals 

concerning cereals, the EEC are contemplating some form of additional payment 

to less-developed suppliers if the export price obtained by them is less than 

the so-called "international reference price". 

Whatever may be the practical results of the UNCTAD deliberations, 

it is likely that noncommercial considerations will playa greater part than 

before in trade discussions and that some traditional concepts such as 



As indicated earlier, the trading system introduced in 1947 repre- 

reciprocity, equality of treatment or balance of obligations may have to be 

revised, at least in dealings with less-developed countries. Developed 

countries may find eventually that both terms of access and terms of competi- 

tion are deeply influenced by the action of the UNCTAD machinery. 

III - HOW COMMERCIAL POLICY OPERATED UNDER THE POST-WAR SYSTEM 

(a) The prospects offered by the GATT system 

sented a considerable advance as compared with what existed before the war. 

Ever since the thirties, international trade lived from hand to mouth. 

Although goods moved much more freely inside the Commonwealth than in other 

areas, new factors coming into play, such as dollar shortage and the stimula- 

tion of agricultural production in the United Kingdom required a reorienta- 

tion of the export policies of many countries, including Canada. The new 

multilateral system promised to facilitate an expansion of Canadian exports 

and to simplify the task of officials responsible for commercial policy. 

After the adoption of the General Agreement on Tariffs and Trade, 

there was no reason to think that these advantages would not accrue to 

agricultural exports in the same way as to other export products.l! 

The general provisions of the Code did not contain any significant 

exception concerning agriculture and it was generally accepted that, after 

the financial difficulties encountered by many countries were eliminated, 

trade in agricultural products would be limited only by the operation of 

protective tariffs, ~nd that export subsidies, although not dealt with very 

For the purposes of this paper, agricultural products are assumed to 
include: agricultural products in their natural state; foods; unmanufac 
tured tobacco, furs, hides and skins; agricultural raw materials and 
beverages in the first stage of processing. 
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effectively, would not prove a major problem. The main feature of the new 

system was the ban on quantitative restrictions as a means of protection. 

This new quota technique introduced in the thirties had proved the most 

serious obstacle to trade, both because it was more restrictive and because 

it could not in practice be applied in a nondiscriminatory manner. 

For a country like Canada, the new system offered many advantages. 

Its agricultural production had increased considerably during the war and 

it was unlikely that the United Kingdom, which absorbed 60 per cent of 

Canadian agricultural exports before the war, could continue to absorb 

exportable surpluses of that magnitude, the more so as the United Kingdom 

was short of hard currencies and intended to reduce its dependence on over 

seas supplies of essential foodstuffs. Once the obstacle of quantitative 

restrictions was eliminated, better terms of access on other markets could 

be secured by means of tariff reductions, and the Canadian government was 

prepared to lower its own tariffs in order to expand its exports, particu 

larly of farm products. 

The readiness of the United States to participate in a far-reaching 

attempt to dismantle its awe-inspiring tariff walls on the basis of reci 

procity made participation in the new machinery particularly attractive for 

a country like Canada which could expect to find an expanding market in the 

neighbouring country. 

From the start, the Canadian government backed the GATT and took a 

very active part in its discussions and in the tariff negotiations sponsored 

by it. 
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(bl The negotiations within the framework of the GATT 

Canada took part in all the Tariff Conferences held under the 

auspices of the GATT from 1947 onwards and based its commercial policy to a 

large extent on a full use of the opportunities offered by these negotiations. 

From the point of view of trade coverage, the results are impres- 

sive; the magnitude of the tariff cuts are also spectacular. As was to be 

expected, the emphasis was on negotiations with the United States; rates on 

more than 200 agricultural items of the U.S. tariff were reduced; the average 

ad valorem incidence of U.S. tariffs on dutiable agricultural items came down 

from a maximum of 85 per cent reached in 1932 to 18 per cent after the first 

1947 GATT negotiation; it declined further to a level of 11 per cent in 

1962.11 As, with a few temporary exceptions, Canadian agricultural exports 

did not meet nontariff obstacles on the U.S. market, there can be no doubt 

that the concessions thus obtained led to substantial results. Exports ex- 

panded from $65 million before the war to $216 million. Depending on the 

price elasticity of demand, tariff reductions led to increases in volume or 

a better money return for the exporters and Canada. 

Tariff negotiations were also conducted actively with other actual 

or potential customers. Because of the persistence of balance-of-payrnents 

difficulties, it was not expected that the tariff concessions would be rapidly 

effective. The negotiation was more in the form of a medium-term speculatio~ 

Results were nevertheless encouraging. Trade in agricultural products 

developed rapidly with Continental Europe and Japan which were not major 

trading partners before the war. It may be that expansion of Canadian exports 

To the extent that tariffs contain a specific element, the incidence 
may have been reduced by price increases. 
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was more influenced by the Canadian tariff concessions negotiated with these 

countries and the liberal attitude adopted vis-à-vis their exports than to a 

direct effect of concessions obtained by Canada from these countries. During 

the immediate post-war period, Canada developed its exports of farm products 

to Continental Europe in spite of the financial difficulties encountered by 

many of the countries of the region; wheat shortage put the major Canadian 

export on the priority list and financial assistance by the United States and 

Canada helped the European countries to overcome the dollar shortage. But 

trade channels were established as a result of these sales. As European 

exporters found it practicable to enter the Canadian market, as a result of 

tariff reductions, they brought in Canadian dollars, which led to a continu 

ation of purchases initiated during the post-war period. Without attempting 

to balance imports and exports on a strict bilateral basis, governments find 

it much easier to encourage trade when it does not lead to serious imbalance. 

In 1963, Canadian imports from the EEC countries, its main partners on the 

Continent, totalled U.S. $317 million, and exports to the EEC were U.S. $452 

million, of which $157 million represented sales of foodstuffs. During the 

same year, Canada bought from Japan U.S. $121 million worth of Japanese goods 

and sold to that country goods to the tune of $276 million, of which nearly 

$100 million related to foodstuffs. 

Although less extensive, negotiations with other countries opened 

up new trade channels, but the effects of tariff concessions may have been 

sometimes impaired by other factors, such as the lack of financial resources. 

So much for the concessions obtained in favour of Canadian exports. 

As negotiations were conducted on the basis of mutual advantage, a price had 

to be paid for them. Canada offered or was asked to reduce its tariffs on 

220 



agricultural and other products. As a result of the negotiations, the aver 

age ad valorem incidence of the Canadian tariffs on dutiable agricultural 

products was halved between 1947 and 1963. This significant lowering of 

protection was more apparent than real, because of the structure of Canadian 

imports of farm products. Most of the agricultural products imported by 

Canada are not produced in that country and, for the few products such as 

corn, soya beans, mutton, wool, vegetables and fruits, which are also pro 

duced in Canada, there is little competition with the domestic product. 

Imports are not likely to displace local supplies, and they represent a small 

fraction of the total supply. The only sectors where imports would have been 

aggressive, such as butter and cheddar cheese, have been kept out of reach of 

exporters by severe nontariff measures. 

For that reason and also because Canadian tariffs on agricultural 

products were already moderate before 1947 (the average incidence amounted 

to 16 per cent), the value of agricultural concessions was not very great, 

and, to reach a balance, Canada had to reduce tariffs on nonagricultural 

items. The better terms of access obtained for Canadian agricultural exports 

had to be paid for partly by means of a lowering of the protection granted to 

sectors of the manufacturing industry. 

Moreover, Canada had to bargain away some of the preferential 

advantages it enjoyed on the British market and to reduce preferential advan 

tages granted to British products on the Canadian market. The upshot of the 

GATT negotiations was a general reorientation of the channels of Canadian 

exports, and especially of exports of farm products. 
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(c) The effects of the post-war commercial policy on the structure of 
Canadian agricultural exports 

Apart from the general expansion of export trade which was due 

partly to the lines adopted for the Canadian commercial policy, and partly 

to the successful efforts of the producers and the traders, the improvement 

of the terms of access in a number of markets for a number of products 

reduced, to a large extent, the overdependence on a limited number of prod- 

ucts and on a limited number of markets, which characterized the structure 

of Canadian agricultural exports before the war. 

So far as products are concerned, more farm products are now 

exported than in 1939 (200 instead of 90). New products have recorded 

spectacular advance, such as seeds. A greater proportion of the Canadian 

production of rye, peas, flax-seeds, grass seeds, milk powder and maple 

products is exported than before. On the other hand, dairy products includ- 

ing cheese, hogs and fresh apples have lost their previous position as export 

products and a greater part of the production is consumed locally. This 

adverse development cannot, however, be considered as attributable to commer- 

cial policy factors. For other products such as wheat, oats, clover seeds, 

cattle, wool, honey and tobacco, exports account for about the same percen- 

tage of production as before the war. 

The opening up of new trade channels has not proved sufficient to 

overcome the climatic and other physical limitations placed on diversifi- 

cation of production in Canada. This is an important factor which has to be 

taken into account when considering future prospects and policies. Canada 

continues to depend mainly on the export of one agricultural commodity, 

wheat. Even if the 1964 figure is considered as unrepresentative, wheat 

exports still account for more than half the total value of Canadian 
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agricultural exports. If wheat brings in nearly $1 billion each year, the 

balance is made up of a number of items which, separatelY, are exported in 

comparatively small amounts. Very few items bring in more -than $50 million 

and the usual range is from $10 to $30 million. This overdependence on one 

single commodity dominates Canadian commercial policy; on the other hand, it 

is necessary to follow closely a number of smaller export lines which, taken 

together, bring in nearly as much foreign exchange as wheat. 

The process of geographical diversification of outlets is more 

advanced. Dependence on the British market has been brought within reason 

able limits; the United Kingdom which once bought more than 60 per cent of 

Canadian farm exports no longer absorbs more than a quarter of these exports. 

The United States also accounts for about one quarter of Canadian agricul 

tural exports. Although this percentage is not higher than before the war, 

the composition of exports to the United States is particularly valuable. 

Canada can hardly expect to export wheat, its major agricultural export 

product to the States, and the value of such exports does not exceed $15 

million, half of which is taken in the form of seed wheat. The expansion 

had to take place in other lines; freer access to the U.S. market encouraged 

exports of a number of farm products to that country, which now purchases 

half of Canadian exports of agricultural products other than wheat. For a 

number of them, such as live animals, meat, malt, biscuits and cakes, hay, 

milling and vegetable oil residues, meat and fish meal, fur skins undressed 

and cut flowers, the U.S. market absorbs more -- and often far more -- than 

one half of total Canadian exports. 

At the same time, Canada is a valuable partner for U.S. agricul 

ture which supplies more than half of Canadian agricultural imports, more 
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than it did before the war. The United States is by far the major supplier 

-- and sometimes the only supplier -- of live animals, meat, eggs, rice, 

maize, apples, grapes, preserved fruit, vegetables, animal feeding-stuffs, 

unmanufactured tobacco, oilseeds (soya beans) and cotton. 

The liberal policy adopted by the two partners is profitable to 

both and a close division of labour in many sectors of agricultural produc 

tion has been established in spite of the political frontier. As a result 

of geographical proximity, of the expanding demand for an affluent neighbour 

and of fairly free access, Canada was able to develop certain lines of 

production which would hardly be exportable in the absence of the U.S. market. 

Although Canada imports more farm products from the United States than it 

exports to that country, the adverse balance remains within manageable pro 

portions, around $50 million. 

These results were achieved because, with a few temporary excep 

tions, the effect of tariff concessions was not seriously impaired by non 

tariff measures. This was due mainly to the fact that products exported by 

Canada did not conflict generally with the aims of the U.S. support-price 

measures. Some restrictions, however, were imposed from time to time and 

Canadian meat exports may be affected by the new quota arrangements adopted 

recently, although it is not expected that imports will be restricted in 

1965. 

In quantitative terms, diversification of export outlets in markets 

other than the United Kingdom and the United States is more spectacular. 

These markets absorbed only 17 per cent of Canadian exports of farm products 

before the war; they purchased about 56 per cent of these exports in recent 

years. The number of trading partners increased from 34 to 130. The EEe 
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countries are taking 16 per cent instead of 6 per cent of Canadian agricul 

tural exports and Japan 10 per cent instead of less than 1 per cent. For the 

reasons set forth earlier, it would seem that this expansion was greatly in 

fluenced by the commercial policy measures adopted by Canada. 

Recently, Canada increased its exports to Eastern European coun 

tries and to Mainland China. These sales raised the level of Canadian 

exports and increased the share of markets other than the United Kingdom and 

the United States. This development cannot be explained by successful tariff 

negotiations, since tariffs do not play any role in the commercial policy of 

planned-economy countries. Canada did not conclude any bilateral payment 

agreement with these countries, nor did it commit itself to buy more goods 

from them. The only commercial policy factor which may have influenced these 

countries -- or some of them -- to buy wheat from Canada is the granting of 

the most-favoured-nation treatment to the goods exported by these countries 

so long as they commit themselves to purchase wheat in Canada. This may have 

had some influence, but it is more likely that purely commercial factors 

and the practical difficulties of purchasing from the United States -- have 

played a determining role in the decision to buy Canadian wheat. 

If sales to Communist countries are left on one side, exports of 

Canadian farm products are shipped mainly to industrial countries; there are 

few less-developed countries among Canadian customers and those which buy 

from Canada belong to the more affluent fringe of the group. South Africa, 

Venezuela, the Dominican Republic, Ecuador, Peru, the Central American 

republics, the Philippines, Saudi Arabia, Hong Kong, Malaysia and Ghana are 

the only less-developed countries which purchase Canadian farm products to 

any significant extent. This feature of Canadian export trade which was a 
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source of strength in the past may become a source of weakness· in the future 

in view of the dependence on wheat, whose consumption will probably remain 

stagnant in the diet-adequate countries and expand only in the less-developed 

regions of the world. 

IV - THE IMPACT OF POST-WAR AGRICULTURAL POLICIES ON INTERNATIONAL TRADE 

(a) The objectives and methods of agricultural policies 

In many countries, the prices which farmers would obtain, on free 

markets, for their main crops would not bring them an income comparable to 

that of persons gainfully employed in other economic activities; moreover, 

these prices would fluctuate in response to the vagaries of supply and demand 

on world markets. Accordingly, farmers pressed their governments to adopt 

policies which would ensure a reasonable degree of stability for farm prices 

and, wherever practicable, a level of income corresponding to that of other 

economic sectors. 

The solution adopted generally was the adoption of support price 

policies. The link between domestic producer prices and world prices was 

severed and, in most cases, governments took the responsibility of maintain 

ing prices paid to domestic producers at or near a guaranteed minimum level 

which was higher, and sometimes much higher, than world prices. The cost of 

such systems was borne by the consumer if retail prices followed closely 

producer prices, or by the taxpayer if retail prices reflected world prices. 
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The techniques differed from country to country. In the United 

Kingdom, for instance, retail prices are not influenced by support prices, 

but the domestic producer receives from the government a deficiency payment 

which brings the price received on the market to the level guaranteed to the 

producers. In the United States, as well as in a number of European 



countries, including the EEC, a governmental agency buys in effect any 

quantities offered on the market and which cannot be sold at the guaranteed 

price. From the point of view of international trade, differences in tech- 

niques are not important and the main factor is that domestic prices (at the 

producer's or the retailer's level) have to be effectively insulated from 

and protected against world price trends. Unless this is achieved, no sup- 

port-price policy can be carried out. 

(b) The implications of agricultural policies for the terms of access 
to markets 

As the domestic policies adopted in many importing and exporting 

countries since the war require a watertight separation of national markets 

from the world market, no government can apply to products covered by support- 

price arrangements an import policy which would leave any room for price com- 

petition, if such competition had the effect of displacing part of the domes- 

tic supply. If that were the case, the government would have to buy up all 

the foreign surpluses which would be offered on its market to keep its 

promise to its producers. 

The consequence of these support policies is that the entire 

domestic crop has to be absorbed by the market or taken care of by the 

government in one way or another. Tariffs which are based on price com- 

petition had to be discarded, unless raised to prohibitive levels, when the 

spread between national and world prices was likely to be wide. Unless 

governments were prepared to face bankruptcy, they had to adopt policies 

more restrictive than anything which was authorized under the post-war 

commercial system. 
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The simplest and the most obvious technique was that of quanti 

tative restrictions. Under that system, the government lets in only the 

quantities which are required to supplement the domestic supply if and when 

it is not sufficient to meet the estimated domestic requirements. If that 

supply is ample, imports are prohibited or suspended. That technique is 

applied in many countries (including Canada for some dairy products and a 

few others). It is, of course, inconsistent with the ban on quantitative 

restrictions accepted by all GATT members. That technique effectively 

prevents any price competition between foreign and domestic suppliers, the 

latter being certain of disposing of their crop at the guaranteed price, at 

least so long as that crop does not exceed national demand. It usually does 

not affect terms of competition between foreign suppliers, although it may 

lead to bilateralism and thus involve a certain amount of discrimination. 

Another technique which was applied mainly by West Germany is based 

on state-trading. A governmental agency asks would-be importers to quote 

prices for the supply of a given foreign product. The agency determines the 

amount to be imported to supplement domestic supply; it buys the amount thus 

determined from the importers having made the lowest bid and immediately 

after resells the same amount to the importers at the domestic price which is 

fixed by the government. This is a neat operation; no competition with the 

domestic producer is possible and the government cashes in the difference 

between the world and the domestic prices. It is only in the exceptional 

periods when world prices exceed domestic prices -- as has happened twice 

for sugar -- that the government suffers a loss. 

Instead of quotas or state-trading methods, the government may wipe 

off the difference between world and domestic producer prices and thus 
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eliminate any price competition by means of variable levies. This technique, 

introduced by West Germany in the case of malt and by Sweden for a number of 

farm products, is the mainstay of the common agricultural policy of the 

European Economic Community. It represents the first line of defence for 

most products, and the second line of defence (after custom duties) In the 

case of beef and veal. Imports are not restricted, but the collection of 

the levy guarantees that selling prices of the imported product will always 

be higher than the price at which the domestic product can be offered. A 

small percentage difference is enough to ensure the complete disposal of the 

domestic crop. 

Apparently, the deficiency-payment system adopted by the United 

Kingdom in a number of cases and occasionally by other countries, including 

Canada, does not seem to lead to any interference with the flow of imports. 

No import restrictions are necessary and even tariffs may be dispensed with; 

the system, by itself, ensures that domestic producers dispose of their 

entire crops at the price guaranteed by the government. The liberal appear 

ance of that system, however, is deceptive. It precludes price competition 

as effectively as other techniques and market erosion, i.e., the gradual 

replacement of foreign suppliers by domestic producers is no less pronounced. 

In favour of that technique, it has been argued that it stimulates consump 

tion since it keeps retail prices at a lower level than other methods. This 

is true on two conditions: (a) that the price elasticity of demand is fairly 

high -- which is not often the case for foodstuffs, and (b) that the domestic 

supply is inelastic or that the government is not prepared to increase its 

total outlays on deficiency payments. 
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One of the defects of the deficiency-payment system is that it is 

open-ended. If world prices are unduly depressed, the difference between 

world and domestic producer prices widens and the financial liabilities of 

the government become far more onerous. To overcome this difficulty, the 

British government recently introduced some correctives, such as the minimum 

import prices in the case of cereals and import restrictions for butter and 

bacon. If the landed price of imported cereals is lower than the minimum 

level, a variable levy is collected which brings it up to the desired level; 

in the case of butter and bacon, the rationing of the market keeps prices at 

a reasonable level. 

Whatever may be the techniques applied by the importing country, 

the terms of access are no longer dependent on commercial policy decisions; 

they are determined exclusively by domestic agricultural policies. Since 

the objective of these policies is to ensure that the domestic crop will be 

disposed of at a predetermined price, these terms depend on the actual size 

of that crop and on very little else. 

Apart from the effects of natural forces (rain, drought, floods, 

pests, etc.), the size of the crop is influenced by the price at which the 

producer expects to sell, and the income he would get from alternative 

productions. When prices are fixed by the government, there is a direct 

correlation between the size of the crop -- and therefore the room left for 

foreign supplies -- and the level of the guaranteed prices for that product 

and alternative crops. Support prices are the result of negotiations with 

the farmers and, although often based on cost data, they can be influenced 

by local political considerations. 
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In a number of countries, the guaranteed price applies to the 

entire crop, a method which accelerates the process of market erosion. 

Some governments, however, have succeeded in limiting their financial com 

mitments by putting a ceiling on the size of the crop which would benefit 

from the guaranteed price. This is the "quantum" system applied by France 

in the case of wheat and the "standard quantity" technique recently intro 

duced by the United Kingdom for cereals. If the crop exceeds these limits, 

the surplus is sold at free market prices on world markets or denatured or 

disposed of at bargain prices. Alternatively, the deficiency payment may 

be spread over the actual crop so that the producer receives less per ton. 

These correctives may check to a certain extent the excessive stimulus to 

production which high prices would bring into play, 

A similar, but less effective, result may be obtained through 

indirect controls such as the acreage allotments applied in the United 

States. The check on production may be made nugatory by production tech 

niques which increase the yield per acre or by moving controlled crops to 

more fertile land. 

The impact of domestic agricultural policies on the terms of access 

to markets is such that governments are not able to accept meaningful inter 

national commitments regarding their commercial policy if they wish to main 

tain their freedom of action with respect to their agricultural policy. They 

cannot enter into trade agreement if the level of their support prices is 

unbound and if the size of their crops is not limited. 
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(c) The implications of agricultural policies for the terms of cOmpetition 
on world markets 

Agricultural policies determine the terms of access to importing 

markets, but they also influence terms of competition between exporting 

countries. Support-price policies are not applied solely by net importing 

countries. A number of exporting countries apply the same policies, and 

more would follow their example if they had the same financial resources. 

Apart from the case of traditional exporters, high support prices may stimu- 

late production so much that the crop can no longer be absorbed by the 

national market; the former importing country is then induced to export the 

surplus, which may be occasional or more permanent; as exports at the prices 

received by the domestic producers would not be possible, a loss has to be 

borne by somebody other than the producer. In any case, the price at which 

these surpluses are offered on world markets is no longer determined by sup- 

ply and demand, but by a number of other factors. Even on these markets, 

the price mechanism ceases to operate. 

If the exporting government is financially strong and it is 

politically possible to ask other groups of the community to bear the cost 

of the operation, the government pays to the exporter the difference between 

the price he paid for the product and the price he can get on the world mar- 

keto This can be done in a number of ways: direct subsidies in cash, 

export certificates redeemable in kind against specific quantities of the 

same surplus commodity or of other products, import privileges which involve 

a profit making up for the loss sustained, etc. The imagination of traders 

and officials has been very active in developing ingenious and discreet 

subsidization techniques. 
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To limit its financial liabilities, the exporting government may 

be obliged to control exports so as to reduce price declines. This policy, 

which has been followed by the United States and also by Canada for wheat, 

implies that the government is prepared to hold back part of the crop and to 

guarantee or finance the stocking operations for the whole carry-over stock 

or for any amount exceeding a certain level. This leads to the setting up of 

an export monopoly administered by the government or by a semi-official body. 

When the exporting country is a major supplier, such policies may be effec 

tive; for instance, wheat prices have been kept at a fairly stable level 

because of the marketing policies of the major exporting countries, but this 

leads to an abnormal accumulation of stocks, since the producer is no longer 

obliged by price fluctuations to cut down its production. 

Other means of limiting the financial commitments of governments 

have been applied. In the case of France, for instance, the wheat "quantum" 

includes an amount for export which is paid at the guaranteed price; but the 

guarantee does not extend to quantities exported in excess of that amount. 

Producers may be called upon to bear part of the cost of export subsidies by 

paying a tax on quantities delivered for home consumption or for export; 

this system is applied in France for wheat and sugar. Another system which 

aims at checking excessive production is based on dual pricing: the quanti 

ties exported benefit from a lower price than those which are sold on the 

home market. That system is now in force in the United States for wheat. 

For the 1965-66 wheat crop, the support loan rate is $1.25, but farmers com 

plying with their acreage allotments receive a certificate which is worth 

75¢ per bushel if the wheat is sold on the home market, but only 30¢ for 

exports. 
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In countries where a large part of the crop is exported and where 

exports of agricultural products represent a substantial percentage of the 

domestic product, such transfers of income would be self-defeating. The 

government can only expect to guarantee the price paid for that part of the 

crop which is disposed of on the domestic market. The consumer is then 

obliged to pay a higher price and this policy is enforced by the sarne tech 

niques as those applied by net importing countries. Such a system is in 

force in Australia for butter and sugar and even the Danish government, which 

refrained from adopting such methods for a long time, has now allowed domes 

tic butter prices to exceed export quotations. 

In theory, such price manipulation could be limited to the adjust 

ment required to bring export prices into line with world quotations. This 

would be possible if world prices were a fixed quantity; but this is not the 

case: world prices are determined by the quantities offered and the price at 

which these quantities are offered. As soon as export prices are manipulated 

by governments or export monopolies and production ceases to be influenced 

by world prices, any price quoted by major exporters influences the price 

obtained by other suppliers. It is practically impossible, in these circum 

stances, to determine whether some exports are subsidized or not. 

This chaotic situation was particularly revealing in the case of 

butter some years ago. Occasional surpluses resulting from support-price 

policies and other factors were dumped on the British market and prices 

plummeted down. Free competition was ineffective and an attempt to bring 

the exporting countries together in order to control their exports failed. 

The importing country, to bring back some order on its market, had to 

restrict imports and to allot quotas to suppliers by unilateral decision. 
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The imposition of controls was the only way out of the chaos, and, paradoxi- 

cally, this restrictive measure was taken mainly to protect the interests of 

exporting countries which were unable to come to terms. 

For some major commodities, the surpluses are so large that even 

subsidy techniques cannot guarantee their disposal and part of them have to 

be traded on noncommercial terms. In theory, this could succeed without hav- 

ing to distort terms of competition on commercial markets. There is, indeed, 

a large and growing demand for essential foodstuffs which cannot become effec- 

tive so long as the consumer has to pay the normal price. Concessional sales 

could satisfy that additional demand and leave commercial markets unaffected. 

But, in practice, this is very difficult to achieve. The bilateral arrange- 

ments which are now in force,even if their conclusion is preceded by consul- 

tat ions with exporting countries, are not offering a real protection against 

possible diversion of traffic. Competition with noncommercial sales which 

is a direct result of support-price policies is becoming a major factor for 

some commodity markets. 

(d) The inadequacy of the post-war commercial system with respect to 
agriculture 

The post-war commercial system based on nondiscrimination and a 

ban on a resort to nontariff measures for purposes of protection worked 

smoothly with respect to trade in nonagricultural products. As soon as 

balance-of-payments difficulties disappeared, restrictions were generally 

removed and tariff concessions became fully effective. Price competition 

became the rule and successive tariff negotiations gradually widened access 

to foreign markets. A ban on export subsidies accepted by industrial coun- 
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In the case of agricultural products, the expectation that trade 

would return to normal conditions was frustrated, as the widespread adoption 

of support-price policies prevented governments from living up to their 

international commitments. For a number of years, exporting countries did 

not realize the extent of the damage which might be caused by such policies 

on trade flows. Shortage of essential foodstuffs stimulated imports after 

the war and restrictions were, in any case, justified by the lack of foreign 

exchange. The first sign of trouble was the request made by the United 

States for a waiver of its GATT obligations with respect to agricultural 

products. Although exceptions to the GATT provisions had been secured by 

the U.S. government in 1947, they were found to be unduly narrow. Other 

governments reluctantly accepted this ominous deviation from the rules as a 

price to be paid for the ratification by the U.S. Congress of the GATT 

arrangements. This concession proved, however, ineffective, as such a 

ratification was not secured. 

By that time, some European countries had improved their financial 

situation to such an extent that quantitative restrictions could no longer be 

justified by balance-of-payments considerations. There was, however, no sign 

that these countries were prepared to dismantle their systems of quotas and 

state-trading. Germany, which in the meantime had become a valuable trading 

partner for Canada, Belgium and Luxemburg did not comply with the demands of 

exporting countries that they should free imports of farm products. 

Exporting countries tried to enforce the rules and to bring pres 

sure to bear on countries which were in breach of their obligations. The 

discussion centred around the technicality of the breach rather than the 

substance of the problem. Restrictive systems not based on quotas or 



state-trading escaped scot-free and the adoption of variable levies provided 

an easy way out. So far as terms of competition were concerned, the rules 

adopted in 1947 did not offer much protection. Because of the special posi 

tion of the United States, it had not been possible to ban export subsidies 

on agricultural products, and the only commitment was to refrain from subsi 

dies which would procure for an exporting country more than an equitable 

share of the market. Although this rule has some value, as was proved in the 

case brought up by Australia against France with respect to the subsidization 

of flour exports, it is not easy to apply. Recommendations relating to sur 

plus disposal led to the organization of consultations with exporting coun 

tries, but, by and large, exporters of a number of staple farm products came 

to the conclusion that the provisions which were not accepted in 1947, even 

with the improvements introduced later on, could protect their trade against 

abnormal competition. 

Exporting countries might have resorted to the means of redress em 

bodied in the GATT and introduced retaliatory measures. This course, howeve~ 

was generally not followed, for a number of reasons. Governments rightly 

feared that such measures would be insufficient to overcome the political 

difficulties which governments had to face in their own countries. Moreover, 

if the legal position of exporting countries was very strong, their moral 

case had been weakened by breaches committed by many of them and, also, by 

the granting of an open-ended waiver to the United States. So long as the 

most powerful trading partner was exempted from its obligations, it was poli 

tically impossible to convince other governments that it was equitable to en 

force the law against them. Finally, governments realized that the disease 

was deeper than the legal breach of resorting to prohibited techniques, since 

other techniques, which were authorized, could cause the same adverse effect~ 
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While exporting countries continued to press for an- improbable en 

forcement of the rules of the game, with less and less conviction as time 

passed by, they tried other methods of commercial policy. Some of them 

resorted to bilateralism to obtain as large a share of the import quotas as 

possible; they resorted to subsidies to counter-balance price manipulations 

by competitors; they encouraged their exporters to agree on common, higher 

prices for sales to countries where imports were controlled on the basis of 

country quotas; they entered into arrangements with the importing country to 

maintain as much order and freedom as possible on specific markets. But, 

until the Kennedy Round, no real attempt had been made to consider the prob 

lem as a whole and to hammer out a new multilateral system for agricultural 

trade which would replace the arrangement concluded in 1947. 

v - OTHER POLICIES AFFECTING TRADE IN AGRICULTURAL PRODUCTS 

Apart from the support-price policies which constitute the main 

obstacle and which affect or may affect the Canadian exports of cereals, 

dairy products, meat, vegetable oil and oilseeds, tobacco, fresh fruit and 

vegetables, as well as processed products derived from these commodities or 

containing sugar, other governmental policies, whose importance has grown 

recently, may create problems for the export of these and other products. 

(al Direct government participation in international trade transactions 

A growing number of governments enter the field of international 

trade as importers or exporters. Sometimes, they grant monopolistic powers 

to a semi-official marketing board which may be backed financially by the 

government. As these agencies are not always guided by commercial consider 

ations or required to make profits, they may distort terms of access or terms 

of competition more drastically than a private agency, even supported by the 

operation of agricultural policies. 
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On the import side, the consumer is not able to show his preference 

for a particular source of supply; imports are planned and are considered, in 

many cases, as a mere supplement to domestic supply; as contrasted with the 

restrictive policies in market-economy countries, the difference is that, at 

least in the latter countries where consumption is not controlled, the govern 

ment does determine in effect the level of total consumption. Secondly, pur 

chases may be influenced by noncommercial or even political motives. The 

selection of the supplier may be determined by the terms of bilateral agree 

ments on trade and payment which may distort channels of trade. In some 

cases, such agreements provide for purchases exceeding the national demand as 

determined by the planning authorities, and the surplus is dumped on world 

markets at cut prices. Re-exports of Burmese rice, of Egyptian cotton and 

of Greek tobacco have, at times, depressed the world prices of these commodi 

ties. 

On the export side, price considerations may be discarded if neces 

sary to achieve certain specific aims such as securing foreign exchange at 

any cost, penetrating individual markets for ulterior motives, political 

expediency, etc. For state-trading agencies, export price manipulation is 

easier than for private business, even supported by the state, or for market 

ing boards which have, eventually, to balance their accounts. 

The main disadvantage of state-trading for exporting countries is 

its unpredictability. Sources of supply may be changed at short notice; 

unexpected quantities may come on the market; shortages may develop unnotice~ 

prices may and usually are unrelated to cost, as understood in the West; no 

real stability in the channels of trade can be expected from trade based on 

governmental decisions. 
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(bl The exchange-control policies 

While industrial countries and some semi-industrialized areas have 

overcome their financial difficulties and are no longer obliged to ration 

their imports, most of the less-developed countries are facing growing 

balance-of-payments difficulties, which are made more acute when the govern 

ment adopts an ambitious development policy. Although basic foodstuffs are 

usually at the top of the priority list when domestic supply is insufficient, 

this is not the case for other agricultural products which are considered as 

less essential. 

The main problem, however, is the allocation of exchange among the 

various sources of supply. It is natural for governments facing financial 

difficulties, to save convertible currencies as much as possible and to en 

courage imports which are paid for in soft currencies or -- what amounts to 

the same thing -- with goods in the framework of a bilateral payment agree 

ment. Exporting countries which are prepared to accept these terms may 

secure a larger share of the market. Another trend is towards the establish 

ment of regional payment and clearing arrangements along the lines of the 

European Payment Union. Although proposals made in Latin America and South 

East Asia have not yet come to fruition, they may be revived in connection 

with plans for regional economic integration. 

(cl Regionalism and preferences 

Regional integration is rapidly becoming a catchword in many parts 

of the world. Apart from Europe and Central America, advances made in the 

direction of regionalism have not seriously affected trade in agricultural 

products so far, but progress may be more rapid in the future, and agricul 

ture may be involved in the process. 
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In Europe, the only scheme which covers farm products is the 

European Economic Community, since the EFTA is limited to manufactured 

products, with a few exceptions. Integration in the EEC does not work in 

the same way in the industrial and in the agricultural sectors, because 

domestic policies are different. Wherea~ in the case of industrial items, 

governments accept free competition inside the Community and rely on tariffs 

in commercial intercourse with the rest of the world, the common agricultural 

policies adopted so far extrapolate the national policies so as to grant to 

regional producers the same privileges as national policies accord to 

national producers. This extrapolation worsens considerably the terms of 

access for outside suppliers. Before integration, domestic producers could 

dispose of their crop without any competition from outside but, if the demand 

was not fully met by the local producers, other countries could compete for 

the balance. Imports were made at world prices and, unless country quotas 

were applied, Canada had the same chances as, for instance, France or the 

Netherlands. After integration, Community suppliers are in much better 

position to obtain the whole import market, as the variable levies applied 

in their case are lower than those applied to supplies from outside; when 

prices are the same in the Six Member States, these suppliers would sell at 

their own domestic price and would be exempted from the levy which will still 

be paid by the outside supplier. This ingenious system can work with a very 

slight margin of preference embodied in the "montant forfaitaire"ll and it 

effectively reduces the outsider to the role of a "residual supplier" who can 

only enter the market when all regional surpluses have been absorbed by the 

deficit countries of the Community. 

11 This fixed amount represents the difference between the levy on imports 
from third country and the levy of imports from Community suppliers. 
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Of course, one might conceive that common target prices would be 

fixed at levels which would make the new system more liberal than the sum of 

the former national arrangements, but there is no sign that such a policy 

would be adopted in the near future, and decisions taken in December 1964 

regarding common target prices for cereals are far from encouraging. 

Although these common policies apply only to six European countrie~ 

it is very likely that any rapprochement between the EEC and other European 

countries, in the form of new accessions or of association agreements, would 

lead to the application of these new principles and techniques to other 

European countries. In view of the particular interest of Canada in the 

United Kingdom market, such a prospect should not be underestimated. 

Preferences played an important part in Canadian trade before the 

war and stimulated exports to the Commonwealth. As a result of tariff negoti 

ations, these preferences have been substantially reduced and other factors 

such as the new orientation of British agricultural policies have still 

weakened the influence of such arrangements on Commonwealth trade. 

There is today a school of thought which recommends the granting of 

preferential treatment to all less-developed countries. The UNCTAD supported 

proposals for compensatory financing which would enable less-developed sup- 

pliers of primary commodities to receive what might be called an "inter- 

national deficiency payment" when their selling prices fall below a certain 

level, or when their total export earnings decline. If such a scheme were 

adopted, less-developed suppliers of agricultural products would be more or 

less in the position of farmers in importing countries such as the United 

Kingdom, and they would be able to accept lower prices than if their income 

were determined by market quotations only. vis-à-vis suppliers from 
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developed countries, they would enjoy more favourable terms and this pref 

erence could lead to serious distortions of the pattern of trade. Such 

arrangements might lead to excessive stimulation of production in less 

developed areas of the world and depress prices on the world market. More 

over, the same school of thought supports the idea of a general preference 

to be granted by less-developed countries to other less-developed countries 

through various types of arrangement which would make it more difficult for 

exporters of developed countries to enter these markets. While competition 

from less-developed supplying countries for the major export products of 

interest to Canada is not likely to become very serious, the adoption of 

such preferential arrangements may affect the prospects of some secondary 

export lines. 

(d) Bilateralism 

The adoption of policies which restrict access to import markets 

and which cannot be countered by traditional negotiating techniques induced 

a number of exporting countries to seek quantitative guarantees of access in 

the form of minimum quotas or fixed commitments to buy. Generally, the 

importing country was only prepared to grant these assurances if the export 

ing country were prepared to offer something in exchange. Either the export 

ing country had to give similar assurances for the export of goods from the 

purchasing country, or payment facilities had to be given against goods, or 

within the framework of a bilateral clearing arrangement, or on favourable 

credit terms. 

So long as restrictive agricultural policies remain in force, it 

would be difficult to dismantle the network of bilateral agreements. In any 

case, this type of commercial policy is standard practice in planned-economy 
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Although Canada has been exposed to the effects of the policies 

countries and is adopted by a growing number of less-developed countries 

which try to apply it not only in their dealings with Communist countries 

or other less-developed countries, but also in their trade with industrial 

trading partners. Countries which are unwilling to enter into such arrange- 

ments may be at a disadvantage if other supplying countries adopt more 

flexible policies. 

VI - THE PRESENT POSITION OF CANADA WITH RESPECT TO THESE EXPORT 
PROBLEMS 

analyzed in the preceding sections, its exports of farm products have expan- 

ded consistently since the war. Canada is the fourth largest exporter of 

farm products and accounts for 7 per cent of world exports of these products. 

In volume, Canadian exports are as high as they were during the exceptionally 

favourable war period; about one third of total farm production is exported 

as was the case before the war. Even for wheat, the most sensitive export 

item of Canada, 50 per cent to 60 per cent of current production goes 

abroad, and Canadian share in the wheat market, although slightly declining, 

remains high even though Canada sells practically all its wheat on strictly 

commercial terms. 

To achieve those impressive results, Canada did not deviate much 

from the line adopted at a time when tariff negotiations appeared to be the 

main -- if not the sole -- technique required to protect export interests. 

Canada did not enter into bilateral payment or trade agreements based on 

clearing techniques and it maintained its right to select its suppliers on 

the basis of commercial considerations. It did not resort often to subs i- 

dies, except for a few products. It did not sell much on concessional terms 
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So far, this policy has been successful, as trade returns show. 

Other exporting countries, by adopting more flexible policies, may have 

obtained slightly better results, but, in terms of hard cash, the difference 

is probably negligible. Even with Communist countries, exports have devel 

oped very satisfactorily, althoUgh terms of sale were strictly commercial. 

A policy which relies on the quality of the products exported and on the 

salesmanship of the exporting agencies has thus been fully vindicated. But, 

to a certain extent also, Canada has been lucky; exports to the United States 

have been less vulnerable than those of other exporting countries; the 

economic position of Canada's major trading partners was particularly 

favourable during the post-war period; unexpected shortages in the Communist 

countries were a welcome windfall, and decline in wheat consumption in 

industrial countries was retarded by population increases. 

organized the marketing of wheat in a practical manner and assisted exporters 

in carrying stocks. It drove a hard bargain with other governments when 

necessary and agreed to such schemes as the Minimum Import Price arrangements 

proposed by the British government, but generally the Canadian commercial 

policy was unbending and did not accept departures from what the Canadian 

government considered to be the basic principles of trade as easily as other 

exporting countries. 

Because Canadian policies have been successful so far, it would not 

be wise to conclude that they would remain so in the near future and it may 

be in order to examine the prospects of Canadian exports in the light of the 

probable impact of the factors described in previous sections. This examin 

ation will be limited to the effects of governmental policies and will not 

deal with other factors which are not directly influenced by the action of 
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governments. The next section will review the problems affecting a number of 

farm exports other than wheat, and the following one will be devoted to wheat 

which represents by itself more than half of Canadian agricultural exports. 

VII - THE POSSIBLE IMPACT OF GOVERNMENTAL POLICIES ON THE DEVELOPMENT OF 
CANADIAN EXPORTS OF FARM PRODUCTS (OTIIER THAN WHEAT) 

A number of Canadian farm exports are practically immune from 

government policies, because it is unlikely that serious obstacles would 

hamper their flow, or because the geographical proximity of the main outlet, 

the United States, and the division of labour which has been gradually estab- 

lished between the two countries, ensure a continuation of the present trade 

flows without any real danger of government interference. 

(a) Export products unlikely to be affected by governmental policies 

A number of specialty exports will continue to be unhampered by 

protective measures: this appears to be the case for forage crop seeds, 

seed wheat, seed potatoes, maple products, hides and skins, undressed fur 

skins, hatching eggs, chicks, and purebred cattle. Subsidies competition 

is unlikely to become a major factor for these products. Malt which is 

bought by brewers in the United States, Jamaica, the Philippines and some 

Latin American countries, and export of feeder cattle to the United States, 

appear to be also fairly immune. This is also true of some oilseeds such 

as linseed and rape-seed which is in great demand in Japan where the meal 

is used as a fertilizer for the growing of tobacco. 

In the case of milling residues, hay, meat and fish meal, biscuits 

and cakes, eggs and cut flowers, which are shipped mainly to the United 

States, geographical proximity will no doubt provide an effective safeguard. 
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(bl Exports likely to be affected by support-price policies 

Apart from wheat, to which the next section will be devoted, 

problems may crop up in connection with dairy products, fresh fruit and 

vegetables, meat and coarse grains. 

Dairy products Butter can be ignored, as Canada is not a regular 

exporter. Cheese is exported mainly to the United Kingdom. The British 

government reduced the support price for milk in 1964 and it would seem that 

the significant market erosion which took place in recent years has now come 

to a stop. 

Condensed and powdered milk exports are subsidized directly or 

indirectly in the United States, the United Kingdom and the EEC, and other 

suppliers such as Canada. The EEC regulations authorize export subsidies 

to cover the difference between world prices and higher domestic prices, as 

well as transport cost. In the United States, a new procedure replaced in 

1964 the fixed subsidy by a method under which the exporter quotes the sub 

sidy required to export specific quantities; he receives certificates which 

can be exchanged against surplus commodities. The United States, by far the 

largest exporter of milk powder, doubled its total exports during the last 

five years. 

Fresh fruit and vegetables The main problem may arise from the 

EEC regulations. The EEC is not a major market for Canadian apples; however, 

exports to that market may be made more difficult by the reference prices 

system. When import prices are below the levels thus determined, imports 

may be suspended or a countervailing charge may be imposed. The reference 

prices will be raised for next season. 
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The final regulations may als9 provide a system of export sub 

sidies, partly financed by the FEOGA (Community Agricultural Fund). This 

might stimulate export of Italian and French apples to the United Kingdom, 

a significant market for Canada. Italy exports already as much as Canada 

to the United Kingdom, and France is gradually becoming a major exporter. 

Meat Main destinations of Canadian exports are the United States 

(for beef of manufacturing quality and high-quality pork cuts), Western 

Europe (mainly the United Kingdom), the West Indies (pickled beef), Guam 

and Japan. Support-price policies are in force in many of these countries. 

However, because of growing demand and of remunerative prices, meat may 

become a dynamic market for Canada. In many countries where demand 

increases, domestic supply cannot develop rapidly enough and imports are 

expanding in spite of market regulations. 

There are, however, some developments which may be adverse. The 

United States abandoned last year its liberal import policy. A contingency 

quota was established for beef, veal, mutton and goat meat, which freezes 

imports at the 1959-63 levels with some possible adjustments in line with 

changes in domestic production. As imports in 1965 are not likely to exceed 

the contingency quota by at least 10 per cent, imports will probably con 

tinue to be unrestricted. The United Kingdom is also contemplating the 

introduction of a new regime for imports, which may be modelled on the 

market-sharing arrangement introduced for bacon. The EEC regulations, while 

doing away in principle with quantitative restrictions and relying on customs 

duties as a first line of defence, contemplates the imposition of levies, if 

import prices as determined by the EEC Commission are lower than the "guide 

prices" (prix d'orientation), and if domestic prices fall below a certain 
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level. In present circumstances, customs duties ranging from 20 per cent to 

26 per cent (in the Common External Tariff) are the only means of protection, 

and a number of facilities have been granted for the import of frozen beef 

and meat of manufacturing quality (tariff quotas at lower rates of duty and 

a temporary suspension of duty in the case of Italy). 

So far as terms of competition are concerned, the only recent 

development is the authority to export meat under P.L. 480. So far, these 

concessional sales by the United States have been small (18,000 tons) and 

went to countries which are not buying meat from Canada. 

Coarse grains Exports of barley, oats and rye bring to Canada 

about $50 million a year, not much more than before the war, and about one 

third of what Canada earned in the early fifties. Main destinations for 

barley are the United States and the United Kingdom, with small shipments to 

Japan, Korea and Mainland China. Western Europe buys most of the rye and a 

large part of the oats, while the United States is also a significant market. 

In most of these markets, there is local production which is 

protected by support-price policies. In the United States and in the United 

Kingdom, the policy is to check production by means of acreage allotments in 

the United States and by the introduction of "standard quantityW limitations 

and of target indicator prices in the United Kingdom. The system will be 

described in greater detail in the following section. So far as imports are 

concerned, a new method of minimum import prices was introduced in July 1964 

with the consent of the exporting countries, including Canada, which provides 

for a "country levy" if import prices fall below the minimum (presently £20 

per ton for barley). 
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In the case of the EEC, the common policy aims at a reduction in 

wheat production, accompanied by an expansion of coarse grains. The common 

target prices which should come into operation in July 1967 (U.S. $91.25 per 

metric ton for barley and $93.75 for rye) are significantly higher than 

present support prices in all states (with the exception of Germany); they 

are roughly 50 per cent above the level of import prices. The system of 

variable levies and the built-in preference, although small, are likely to 

stimulate market erosion to the detriment of outside suppliers. 

(c) Exports likely to be affected by other policies 

Apart from the possible impact of support-price policies, exports 

of tobacco, oilseeds and vegetable oil residues may be affected by policies 

which would encourage production in less-developed countries, and more par 

ticularly by preferential arrangements in favour of these countries. Exports 

of wheat flour might be losing momentum if some of the present purchasers set 

up flour mills in accordance with development policies. 

Tobacco Canadian exports of unmanufactured tobacco are developing 

rapidly. The main purchaser is the United Kingdom which buys from Canada 

about as much as from the United States and more than from Rhodesia and Indi~ 

Canada also exports tobacco, to the EEC (about $2 million) and to Scan 

dinavian countries (less than $1 million). In addition, Australia and 

Jamaica purchase small amounts. 

Competition comes from the United States where prices are supported 

but the acreage controlled; concessional sales under P.L. 480 account for 10 

per cent of the total exports and do not seem to interfere with Canadian 

exports. The EEC policy may affect imports as well as exports. Italy and 

Greece enjoy lower tariff rates than outside suppliers (at present, these 
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rates represent 40 per cent of the original levels); Turkey obtains the same 

tariff advantage for a quota amounting to 12,500 tons in 1965. The Greek 

government is canvassing for the introduction of a system of export subsidies 

which might increase present pressures on an oversupplied world market. 

Although oriental tobacco does not compete with Canadian types, it is under 

stood that more competitive varieties could be produced in Greece, and pos 

sibly also in Turkey. A number of less-developed countries are expanding 

their tobacco production, nullifying the efforts made or contemplated by 

major producers, including Rhodesia, to check an excessive expansion of sup 

ply. If that policy were encouraged by the granting of special facilities, 

in the form of preferences or other devices, to less-developed producing 

countries, Canadian exports might be injured. The tobacco market is price 

sensitive, as was shown in 1964 by the 40 per cent increase in the EEC pur 

chases of Rhodesian tobacco as a response to a significant price fall. 

Oilseeds and oil residues Apart from linseed and rape-seed, 

Canada exports -- mainly to the United Kingdom -- soya beans (and oil) and 

oil residues. These exports might be adversely affected if supplies from 

less-developed countries were to enjoy special facilities or a preferential 

treatment. 

Wheat flour Canada exports a part of its wheat in the form of 

flour (about 10 per cent in value terms). Except for the United Kingdom, 

which takes about 40 per cent of these exports, wheat flour is shipped to 

less-developed countries in Latin America, the West Indies, West Africa 

(mainly Ghana) and Asia (Hong Kong, Malaysia and Thailand). Sooner or later, 

flour mills will be established in these countries. To ensure that the local 

millers continue to buy their wheat from Canada and not from other sources, 
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a participation of Canadian capital in the setting-up of a milling industry 

might be encouraged by Canadian authorities. 

(d) Possible lines of action 

In most of the cases mentioned earlier, action along the lines of 

tariff negotiations would no longer be an effective technique. Tariff reduc 

tions in the form of increases in tariff quotas under which imports are 

allowed at a bound rate and without the collection of additional levies 

would still be valuable and could be negotiated with the EEC in the case of 

meat. In many other cases where tariffs are completely discarded or have no 

real effectiveness concentration on tariff negotiations would be a waste of 

time. 

Pressing for an early elimination of quotas and other restrictions 

would not be meaningful either. A more practical objective would be to ask 

for a quantitative guarantee of access. This implies a commitment to allow 

the same amount of import as during recent years and to give exporters a 

share in any growth of local consumption. This could be obtained by ear 

marking a specific percentage of that growth for imports, by reserving a 

definite share of total consumption to outside supplies, or by introducing 

a scheme by which competition with local producers would be unrestricted for 

additional demand. As regards competition with other suppliers, the tech 

nique might be that of global quotas, which do not limit healthy emulation, 

or that of country allocations, based on past performance. The trend is 

rather in favour of the second system. 

To conclude such agreements, the importing government should be 

prepared to limit domestic production or, at least, the amount of the crop 

which would be entitled to guaranteed prices. A number of governments are 
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In present circumstances, any meaningful negotiation on agricul- 

still reluctant to accept such commitments. In the case of Germany, for 

instance, such a proposal would be violently opposed by farmers' associations. 

In the case of the United States, the principle of market-sharing 

might be applied on a unilateral basis, as evidenced in the 1964 Meat Import 

Law, but it might be politically difficult for the Administration to accept 

it as an international obligation. On the other hand, the United Kingdom 

referred to the principle in the arrangements concerning bacon and cereals; 

although there is no specific commitment, these arrangements contain a clear 

declaration of intent, and the United Kingdom undertook to take corrective 

measures if the basic assumptions did not materialize. Finally, in the case 

of the EEC, there is so far no inclination to accept any quantitative limit- 

ation of their production policies under an international agreement. 

tural products coming under support-price policies requires some firm commit 
" 

ment on at least two elements; the level of the support price, a maximum 

level of production to which the support price is applied, and a minimum 

quantitative guarantee of access to the importing market. Commitments 

regarding any combination of two of these elements would give positive 

results, but anything short of that would be more or less illusory. Because 

support-price policies also influence terms of competition on world markets, 

it would be preferable for such commitments to be embodied in a multilateral 

agreement with a wide participation of exporting and importing countries; if 

that does not prove practical, it might be necessary to conclude separate 

arrangements with importing countries; in that case, it would be advisable to 

negotiate an arrangement to which the importing country and its main suppli- 

ers would be parties rather than a series of bilateral deals which might lead 

to discrimination and distort the trade channels. 
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Some of these wheat exports are not vulnerable to policy decisions 

With respect to other policies which pose different problems, it 

would also be appropriate to reEort to multilateral discussions and arrange- 

ments. In a few cases, it might be necessary for exporting countries to 

co-ordinate their production and marketing policies within the framework of 

a commodity agreement; in that case, importing countries should be associated 

in the discussions, so as to avoid any suspicion of cartelization. 

VIII - THE WHEAT PROBLEM 

liheat represents by far the most important agricultural export 

product for Canada; it accounts for more than half of the agricultural export 

earnings and brings in nearly $1 billion each year. To maintain its present 

position as wheat exporter, Canada should continue to provide one fourth of 

world exports. 

abroad. This applies to seed wheat, which is sold to the United States and 

to a range of other countries, such as India, Saudi Arabia and Finland. It 

applies also, to a certain extent, to quality wheat, such as durum. The main 

purchaser of durum wheat is the EEC, while other West European countries, 

such as Switzerland, the United Kingdom, Austria and Finland, also buy 

regularly from Canada. In 1964, East European countries (the U.S.S.R. and 

Poland) received a little more dururn wheat than the EEC. 

The EEC price policy encourages production of dururn wheat whose 

target price was established at U.S. $25 per metric ton, against $106.25 for 

soft wheat.ll This differential may stimulate production in F~ance and other 

The tenn "soft wheat" as used in this paper refers to all wheat other 
than dururn. 
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Until recently, the main export destinations of Canadian soft 

wheat were industrial countries (Western Europe, Japan and the United States) 

which absorbed about $400 million of Canadian wheat in recent years; less 

developed countries bought only from $40 to $80 million (food aid included). 

Over and above these amounts which are fairly constant, Canada was recently 

able to export to Mainland China and to East European countries substantial 

amounts which rose from $170 million in 1962 to $550 million in 1964, thanks 

to increased purchases from the U.S.S.R. 

EEC countries and displace some of Canadian exports. Even if this policy 

does not reduce the EEC demand for imports of quality wheat which is essen 

tial for milling purposes and other production lines, one should remember 

that dururn wheat represents only one quarter of total EEC purchases of 

Canadian wheat and that soft wheat remains the main source of earnings. 

Exports to China and Eastern Europe depend on two factors: the 

level of domestic supply, and the political decisions of the importing 

countries. So far as the U.S.S.R. is concerned, estimates of future sup 

plies vary greatly; some believe that that country can be self-sufficient 

by 1970, while others think that imports will continue for some tiwE at 

levels comparable to those of recent years. As regards the U.S.S.R. import 

policy, there is no doubt that imports will not be allowed to compete with 

domestic supply and will remain strictly complementary. Some East European 

countries, such as Poland, may continue to be regular customers; others 

purchased wheat occasionally. If Mainland China continues to export rice 

and to buy other cereals for domestic consumption, imports will continue 

for some time. 
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All exporting countries are competing for that trade, with the 

exception of the United States with respect to China. It does not seem that 

political considerations nor payment conditions playa part in the selection 

of suppliers to the U.S.S.R. The U.S.S.R. pays cash and in convertible cur 

rencies and contracts seem to be based strictly on commercial terms. In the 

case of other customers, export credit policies do come into play; a limit of 

18 months seems to be adopted generally. The only advantage which some sup 

pliers may have is recourse to bilateral payment arrangements which might 

enable them to get the contract because the importing country would prefer 

payment in kind to payment in cash, even on favourable credit terms. 

As regards the Japanese market, imports continue to increase in 

spite of the support given to domestic producers. Canada is protected 

against discrimination by a provision of its bilateral agreement with Japan 

under which imports of wheat (and barley) are conducted on the basis of free 

competition. As bread in Japan has a high protein content, millers give 

their preference to high-quality wheat. Japan imports 40 per cent to 50 per 

cent of its wheat from Canada. 

The United Kingdom remains the largest single importer of Canadian 

wheat, purchasing more than the EEC countries. More than half of the wheat 

imported by the United Kingdom comes from Canada. Domestic producers are 

protected by deficiency payments which limit the market for exporters. The 

new arrangements introduced on 1 July 1964 by the United Kingdom and to 

which Canada is a party should maintain import opportunities at their 

present level of 9 million tons for all cereals -- a little less than half 

the total supply -- and even allow for a slight increase. 
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The most delicate problems are encountered in connection with the 

The main features of these arrangements are, on the import side, a 

system of minimum import prices which exporting countries agree to observe; 

if prices quoted are below the minimum, a country levy is collected.11 On 

the other hand, the domestic producers receive the guaranteed price at the 

full rate of £26.10.0 per long ton (as compared with a minimum import price 

of £22.10.0) if the "standard quantity" of 3.3 million long tons is not 

exceeded. If the crop is larger, the price deficiency is reduced proportion- 

ately to the amount in excess; moreover, the payment is further reduced if 

the average market price falls under a target indicator price, which is 

£20 for 1964-65. 

EEC. The common policy adopted in 1962 and supplemented by the decision of 

15 December 1964 replaces former protective devices by a system of variable 

levies which brings the price of imports slightly above the prices obtaining 

in the Community; a built-in preference of about 1 per cent enables Community 

exporters to get into the deficit markets before outside suppliers have a 

chance. Common target prices to be applied as from 1 July 1967 are fixed at 

U.S. $106.25 for soft wheat and $125 for durum. For soft wheat, the target 

price is lower than the German and Italian prices, but slightly higher than 

the French and Netherlands prices for 1964. It is likely that the price in- 

crease will somewhat stimulate production in France, a development which is 

not considered as economically favourable by the French government. The 

built-in preference, although moderate, will probably lead to regional self- 

sufficiency unless some satisfactory agreement on terms of access is negoti- 

ated with the EEC. For Canada, the amounts involved are substantial: nearly 

In the case of nonparticipating countries, a "general levy· is imposed 
on their exports. 

257 

98510-18 



40 per cent of EEC wheat imports come from Canada, and they represent about 

$100 million, excluding hard wheat. Moreover, exports to third countries 

are subsidized partly by the FEOGA which will be financed to a certain extent 

by levies collected on imports. 

Apart from the industrial countries and the Communist states, 

Canada exports little wheat to the rest of the world, much less than $100 

million worth. The main customers are Venezuela, South Africa, and the 

Philippines. A number of other countries in Latin America and Asia regularly 

purchase small amounts, and some consignments come under the Colombo Plan 

and other forms of food aid. Most of these purchasing countries have a 

sound currency and no real balance-of-payments problems. Canada remains a 

supplier of wheat to rich and reasonably well-to-do nations. This limitation 

of export outlets would make it difficult to expect a substantial expansion 

of wheat exports if the present pattern of trade is maintained. 

In spite of the favourable trends in Canadian wheat exports after 

the war, Canada still carried a stock of 12 million tons in July 1963, a 

figure which is not much more comfortable than that of the U.S. stocks which 

amounted to 24.5 million at the same time, for an export trade which was 

about twice as high as that of Canada. 

All these marketing problems have led governments to review the 

international arrangements which have been applied so far. The GATT rules 

will have to be made more effective and probably amended, and the Inter 

national Wheat Agreement to which Canada is a party has to be revised or 

replaced by a different type of arrangement. The multilateral contract which 

forms the basis of the Wheat Agreement gives a reasonable guarantee that 

sales of wheat up to a certain level will be made at prices moving within an 
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Apart from the practical advantage of regulating the terms of 

access to the EEC markets, a broader arrangement such as contemplated at 

Geneva should provide practical and workable solutions to a number of other 

commercial policy problems. First of all, the determination and, if possibl~ 

the binding of the wmontant de soutien" (i.e., protection under all its 

forms) might stop the persistent erosion of import markets. Secondly, the 

agreed range. The system worked fairly well, mainly because supply was 

regulated by the major exporting countries whose marketing agencies held 

back the amounts which might have depressed prices. But it offered no real 

protection against market erosion or diversion of demand to noncommercial 

channels. In the case of wheat, these noncommercial sales represent about 

one third of exports, and it is not certain that these sales have not 

affected the commercial market. Although wheat stocks have declined by 

16 per cent in 1964 (while stocks of coarse grains increased substantially), 

it is expected that concessional sales will again increase their share of 

the market. Another major defect of the Wheat Agreement is that it does not 

extend to coarse grains. 

The Kennedy Round precipitated an international discussion of the 

wheat problems. The United States is determined to obtain concessions from 

the EEC on agricultural products, and more particularly on wheat. As the 

EEC was not prepared to accept for th~se products the ordinary negotiating 

procedures which, in any case, would have been ineffective, and insisted that 

its offers should be part and parcel of a world-wide agreement on cereals, 

the other negotiating countries, which include practically all major coun 

tries interested in wheat trade, had to accept the EEC proposals as a basis 

for discussion, even though with considerable reluctance. 

259 

98S10-18~ 



establishment of an international reference price would provide a useful 

yardstick and might lead to a gradual elimination of such direct and indirect 

subsidies as would depress prices below that level and resort to import 

levies would penalize dumping practices. All these provisions would con 

tribute to the restoration of normal trading conditions on world markets. 

Another section of that arrangement might deal with stocks and, 

possibly, tend to check an accumulation of such stocks in excess of an 

agreed international ceiling. Directly or indirectly, pressure could be 

brought to bear on national production policies. Finally, the disposal of 

stocks, instead of being left to the discretion of individual countries, 

would be organized or, at least, supervised by a central authority. The 

financing of such disposal might also be organized on an international basis. 

Other points could also be covered by such an arrangement, such as 

the price at which less-developed countries could expect to export their 

cereals; one might, for instance, give them a guarantee that their sales 

would be paid at the international reference price in all cases. The inclu 

sion of coarse grains is also a valuable addition to the Wheat Agreement; 

this might complicate the negotiation, as governments may hold conflicting 

views regarding the optimum allocation of acreage and resources to various 

cereals. But these practical difficulties should be overcome if governments 

are prepared to introduce some flexibility in the pricing arrangement. 

An agreement of this nature is very attractive for all concerned 

provided it contains adequate opportunities of access for efficient producers. 

The EEC is not offering so far any guarantee that imports will not be dis 

placed by domestic suppliers; the binding of the common target prices for 

cereals at the levels agreed upon in December 1964 does not appear to provide 
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For a country like Canada, a world-wide arrangement on cereals 

would be advantageous, provided assurances can be obtained on terms of access 

to its main export markets. Commitments regarding support prices (or the 

"montant de soutien"), as well as export subsidies, would not be onerous, 

the more so as the international reference price will no doubt be near the 

U.S. levels. Canada already accepted to observe minimum import prices in 

the case of the United Kingdom, and the application of levies if its 

exporters were quoting prices under the agreed level. So far as concessional 

sales are concerned, such an agreement would be a distinct improvement in a 

sector which has preoccupied Canadian exporters for a long time. A multi 

lateral organization of stock disposal might also facilitate an orderly 

depletion of onerous surpluses and would enable Canada to take a greater 

part in exports to less-developed countries which are bound to increase 

rapidly in the future. 

a sufficient protection. Some additional assurance would have to be obtained 

in the course of negotiations concerning either the level of Community 

production or the minimum quantities whose imports would be allowed. Many 

techniques can be contemplated to achieve this result: a percentage of con 

sumption may be reserved for imports; a guarantee may be given that imports 

would not go below the level reached in a representative period and that 

part of increased consumption would accrue to import; a market-sharing 

arrangement may be hammered out; tariff quotas may be established at a bound 

rate of duty and free of additional levies; or the importing country may 

undertake to introduce corrective measures if the share of imports decline 

below a certain level. Technical devices are easy to find, provided the 

governments have the political will to corne to terms. 
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Indeed, such an arrangement might offer an opportunity of broaden 

ing the export markets of Canada which are limited so far to the so-called 

diet-adequate countries. These countries, which absorbed 80 per cent of 

agricultural imports, are estimated to account for 76 per cent of these 

imports by 1970. But consumption of wheat in these countries is hardly 

expanding; their per capita consumption is declining and their population 

increase is moderate. On the other hand, the rest of the world is increas 

ing in numbers and, under the stimulus of economic development, their per 

capita demand for foodstuffs -- which, for a number of years to come, means 

essentially starchy foods such as cereals -- will grow rapidly. To meet 

such expanded demand, imports of these countries should increase by nearly 

150 per cent by 1970. 

As it is unlikely that such demand will be entirely met by sales 

on commercial terms, governments, for political and moral reasons, will 

develop their efforts to channel extra food to these countries on concessional 

terms. As the experience of Canada after the war demonstrated, relief sales 

may turn out to be a profitable operation: it creates goodwill and paves the 

way to commercial sales when the financial situation of the recipient country 

improves. Other wheat exporting countries are becoming more and more 

attracted by a multinational scheme of stock disposal for cereals. Although 

such proposal may prove to be a long-term speculation, it gives added 

interest to the negotiations now proceeding in Geneva. 

IX - CONCLUSIONS 

During the post-war period, significant changes took place in the 

conditions under which commercial policy operates. The widespread applic 

ation of agricultural policies which made it impossible for many governments 
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to live up to their international commitments and to discard nontariff 

measures for the protection of their farmers destroyed, in many instances, 

the value of concessions negotiated within the framework of the post-war 

multilateral system of trading. The damage did not spread to all markets 

and there are still sectors of agricultural trade where tariffs remain the 

only effective obstacle to imports; but, for a number of staple products of 

the temperate zone, trade is severely hampered by the effects of such 

domestic policies. 

Although the defects of support-price policies are now better 

known and governments try to limit their financial liabilities under these 

policies or have second thoughts about some features of these schemes,!1 

exporting countries can hardly adopt a policy of "wait and see". It will, 

in any case, take some time before governments abandon their present 

policies or amend them in such a way as to enable them to rely on tariff 

protection for many agricultural produtts. Direct income support measures 

unrelated to production are psychologically unpopular and financially costly. 

Structural reforms of production which would enable producers to meet com- 

petition from efficient producers abroad would be drastic and would take a 

long time; moreover, in the short run, these reforms may create more diffi- 

culties than they solve. 

Some change in commercial policy methods is therefore required, at 

least for a period of transition. The major aim of such a policy would be 

to obtain reasonable terms of access and fair terms of competition, rather 

A French official report recently stressed the danger of establishing 
unduly high target prices for cereals whose production is already 
excessive. 



than to impose the specific techniques which importing countries should 

apply. The most appropriate approach would be a multilateral discussion 

leading, if possible, to the conclusion of world-wide agreements on major 

commodities. These agreements should cover all the aspects of trade, and 

include specific commitments on domestic policies on production and prices. 

If that is not possible, one should try to organize the access to the mar 

ket of individual importing countries by means of an arrangment between each 

importing country and its suppliers. These arrangements should be preferred 

to bilateral agreement or to unilateral marketing regulations imposed by the 

importing country. 

The conclusion of such arrangements which are essential for cereals 

but which would be useful also for other products such as dairy products, 

meat, vegetable oils and seeds and tobacco, would greatly facilitate the 

solution of future Canadian export problems. There is, however, an aspect 

of the situation which might require some further attention. It has already 

been pointed out that Canada depends exclusively on the markets of diet 

adequate countries for its exports of foodstuffs. After the war, Canada 

succeeded in reducing its dependence on a handful of markets and, in particu 

lar, on two major ones. It might be worth considering whether another 

effort at diversification is not timely. The potential demand for Canadian 

wheat is considerable; a number of less-developed countries would be prepared 

to buy more wheat if they could afford to do so, and there seems no reason 

why this wheat should not be purchased in Canada. In the same way as 

Western Europe and Japan imported more agricultural products from Canada 

when they sold more goods to that country, it is likely that many less 

developed countries would buy more from Canada if they could earn more 

Canadian dollars. 
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There are a number of products which Canada buys at present from 

industrial countries and which it could -- in theory at least -- buy from 

countries which might become regular purchasers of Canadian farm products. 

Looking at the list of Canadian imports, it would seem that products like 

meat, eggs, rice, maize, fresh fruit (other than tropical), dried and pre 

served fruit, tobacco, hides and skins, oil seeds and cotton, which are 

purchased mainly or exclusively in the United States or in other industrial 

countries, could be found in less-developed countries; in certain cases 

also, some tropical products could be bought directly from the producing 

country. instead of from a trader in a developed country. 

There are, of course, a number of practical obstacles which 

should be overcome before traditional sources of supply can be replaced by 

new ones. Exporters in less-developed countries are not as efficient as 

traders in industrial countries. Quality control, regularity of supply, 

transport and other facilities, may be more difficult to organize. Personal 

contacts are so important in trade that it would take some time to change 

partners even when these practical problems are satisfactorily solved. But 

the government might help in promoting trade both ways with less-developed 

countries, which rapidly may become major trading partners for a country like 

Canada, which will continue for some time to depend on the export of wheat 

and other essential foodstuffs. 
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TECHNIQUES FOR THE EXPANSION OF AGRICULTu~AL EXFŒTS: 
NON-CŒ-Il-1ERCIAL ARRANGEl1ENTS 

by 
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(College of Agriculture, The University of Arizona) 

1- DEV'.2:LOPI1ENT OF NON-COl-ll-'iERCIAL ARRANGEllliliNTS 

The subject for discussion in this paper involves the role of non- 

commercial type sales including special bi-lateral and multi-lateral ar- 

rangements in the expansion of agricultural exports. An attempt has been 

made to place in perspective the role of such exports, in terms of aid to 

developing countries and as a tool for market development for countries 

such as Canada. 

The first problem is to define what is meant by "non-conmerc Lal," versus 

"oommercial" arrangements. An immediate impulse is to define non-commercial 

arrangements solely in terms of programs such as the United States Public 

Law 480, the Colombo Plan, in which Canada participates, or the Multilateral 

World Food Program of the Food and Agricultural Organization. These pro- 

grams have covered the major agricultural exports classified as non- 

commercial. Such a definition, however, constitutes a narrow interpreta- 

tion of non-commercial sales. 

Based on a classical definition of commercial sales, as unhindered 

trade by private interests, there has been a long history of deviations in- 

volving many different types of programs. The disruption of markets in the 

1930ls and the move to protectionism by the industrially developed countries, 

led to numerous devices to improve the trading position of agriculture. 

Many countries adopted internal policies of direct aid to agriculture in- 

volving subsidies and price supports which distorted trade patterns. The 

11 The author wishes to express appreciation to Dr. J.S. Hillman,University 
of Arizon~for his constructive criticism and assistance in gathering 
material, also, Mr. Higuel Castro, FAO Representative in Fortaleza,Brazil. 
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United States, for example, began programs involving export subsidies and 

government financing of surplus stocks. 

During the years of World ~var II, a considerable part of trade in agri- 

cultural products was on a barter or loan basis. In the post war years, the 

United States entered into extensive programs of aid to Europe and Japan in- 

volving loans or gifts for development purposes. From 1946 through 1954, the 

market value of agricultural exports, under special U.S. government programs 
11 

exceeded $11 billion. 

During the 1950's, trade in agricultural products began to face new 

difficulties. Technological improvements and internal price policies re- 

sulted in expansion of production which forced changes in both production 

and trade patterns. Surpluses developed in certain commodities, especially 

in North America. European post war recovery led to new policies of pro- 

tection for a revived domestic agriculture. While surpluses have not con- 

stituted a significant problem in Europe, protectionism and increased com- 

petition in world markets have added to the problem in surplus producing 

areas. World population has been expanding at unprecedented rates but the 

major areas of the world, with potential for increased consumption, do not 

have the means to enter normal trade channels to make purchases. As a re- 

sult pressures have developed to find means of distributing surpluses out- 

side of traditionally normal commercial trade channels. 

In 1954, the United States established the means for substantial con- 

cessional sales and grants of agricultural commodities under Public Law 4S0. 

For the 10-year period 1954 - 64, the U.S. exports of agricultural products 

under special government programs exceeded $14 billion or about one-third of 

11 Frank D. Barlow and Susan A. Libbin, The Role of Agricultural Commodity 
Assistance in International Aid Programs, ERS Foreign 11S, USDA, Wash., 
1965, p. 14. --_.- 
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supplied $251 million of food aid for emergencies or development. Canada y 
supplied 89 percent of this total. Since 196::, many countries have been 

the total exports for the period. 1/ About $10 billion of this was food ship- 

ment s , Bet .. reen 1952 and 1963, Canada, Australia, France and East Germany 

involved in a 'v'Jorld Food Program for distribution of agricultural com- 

modities on a multilateral basis. 

Since World Har II, governments of almost all trading countries have 

been involved in various forms of activities to stimulate or protect export 

trade in addition to the major programs mentioned above. These programs in- 

clude subsidies of various kinds, pooling arrangements and government to 

government negotiations. SOI:le countries have manipulated and used multiple 

exchange rates. International commodity agreements are used to manipulate 

both prices and quantities, 

It becomes evident that normal commercial trade, if defined as trade 

between private commercial interests, unaided by acts of government, pro- 

bably exists only in relatively small segments of agricultural trade, if at 

all. However, it is only in the past twenty years, since World 'v'Jar II, that 

major programs involving large concessional sales, as well as subsidies, have 

developed, Two factors have contributed most to the development of these 

programs, (1) the lack of foreign exchange on the part of the developing 

countries needing lood and other imports, and (2) the price policies and 

technological developments in producing countries leading to surplus pro- 

duction, 

11 U,S, Congress, House, Food_for Peace: 1964_Annua1 Report~f~b1ic Law 
480, House Document No. 130-39/1, Wash., 1965, p. 14. 

Y Frank D. Barlow and Susan A, Libbin, op.cit., pp. 14-15. 
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II- PROGJ-W!S OF l'JAJOR TRADING COUNTHItS 

It is with the programs of recent years involving concessional sales of 

agricultural products for surplus disposal and/or economic development that 

this paper is concerned. An attempt will be made to assess their importance 

as aids for economic development and commercial market expansion. In doing 

this, a review will be made of current food export programs involving con- 

cessional sales and grants, as well as world food needs and the role of trade 

in meeting those needs. An examination and appraisal will be made of the 

effects of food aid as a tool for economic development as well as for com- 

mercial market expansion. 

Surplus Disposal or Concessional Sales by the Uni~ed States 

The United States has been the major contributor involved in non- 

commercial sales and/or gifts of agricultural products. Since 1954, the 

Agricultural Trade Development and Assistance Act has provided the main 

vehicle of the U.S. for both surplus disposal and food aid to developing 

countries. Between 1955 and 1964, a total of $14.9 billion worth of agri- 

cultural commodities, based on export market value, were shipped from the 

U.S. under government financed programs. Nearly 90 percent of these were 

shipped under PL 480, with the rest moving under similar provisions of the 

Mutual Security Program. Approximately one-third of all farm product exports 

during this period were shipped under government financed programs. In 1964, 

Public Law 480 exports amounted to approximately $1.7 billion or about 27 
y 

percent of total agricultural exports. Major commodities moving under the 
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programs have been wheat, corn, milled rice, cotton and edible vegetable oils. 

11 U.S. Congress, House, Food for Peace: 1964 Annual Report, p. 15. 



Table I 

l.fajor Agricultural Commoditr Exports 1 

Commercial and PL 4801 1964 

Edible 
Program vlheat Corn ltilled Cotton Vegetable 

Rice Oils 

Hillion Nillion Nillion Thousand Hillion 
Bushels Bushels 00. Bales Pounds 

Public Law 480 563 55 12 1,173 963 

Commercial Sales 289 ...Ml _l1 ~ 21578 
Total Exports ...§.2. J±96 -Z2 ~ __ 4ill1. 

·Public Law 480 
Exports as percent 
of Total 66 II 41 22 21 

Source: U.S. Congress, House, Food for Peace, 1964 Annual Report on 
Public Law 480, 1965, p. 15 

Public Law 480 contains four major titles and numerous provisions. 

Title I, by far the most important, provides for exports of quantities of 

surplus agricultural commodities to foreign nations for payment in their own 

currencies. This provision was intended as an aid to countries short of 

dollars or lacking ability to convert currencies. The accumulated curren- 

cies have limited uses such as the payment of U.S. obligations, diplomatic 

expenses and agricultural market development activities. Funds may be used 

also for economic development and for educational and scientific projects 

within the receiving countries. Title II is a provision for government - to- 

government programs for relief in time of flood, crop failures, earthquake or 

other natural disaster. This program also authorizes the use of surplus 

commodities for economic development projects. Under Title III, surplus 

foods are donated to nonprofit voluntary agencies, which distribute them to 
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people in need through summer camps, refugee centers, school lunches, family 

feeding and other programs. A second part of Title III allows for barter of 

surpluses for strategic materials, goods or equipment required for U.S. 

national stockpiles. Title IV authorizes the export of farm products in 

exchange for long term, low interest notes. This Title is intended largely 

to assist in development programs and provides for agreements involving de- 

liveries for periods up to ten years and credit up to twenty years. 

Under Title I, "Four hundred and fourteen agreements or supplements to y 
had agreements, with an export market value of $10.6 billion - " , 

been entered with 50 countries between 1954 and the end of 1964. This 

amounted to about 56 percent of all special agricultural sales. Export mar- 

ket value of Title II shipments, however, was only $837 million for the same y 
period. Title II shipments were largely aid for drought, flood and hurricane 

relief. Also included were programs for unemployment relief, economi~ de- 

velopment, refugee relief and çhild feeding. About 60 percent of all Title 

II commodities have been shipped to Africa, or the Near East-South Asia, with 

Tunisia, Algeria, Morrocco and Pakistan being the largest recipients. In 

1964, it was estimated that 1.8 million workers and their families in 23 

countries, were receiving a supplementary wage of food for their work and 

various self-help projects. 

y U.S. Congress, House, Food for Peace Annual Report 1964. p. 19 

Y Based on the cost to the U.S. Commodity Credit Corporation, the values 
are much higher than reported here. Total CCC cost of the prograrrsunder 
PL 480 to the end of 1964 is reported at $22.9 billion. Title I agree 
ments alone are valued at $14.7 billion. These values, however, contain 
cost elements associated with U.S. support programs including producer 
payments substantially above indicated international market prices as 
well as storage costs. 
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Under Title III, a total of $3.3 billion worth of farm products wer-e 

concessional sales. Initially, it appears fairly clear the programs were 

shipped by the end of 1964. About one-half was bartered for strategic and 

other materials whâ.Le the remainder was used for domestic and foreign re- 

lief donations. Few shipments have been made under Title IV which was in- 

itiated in 1961-62. 

There remains considerable argument about the real purpose behind PL 480 
11 

mainly for agricultural surplus disposal, with aid and development a second- 

ary feature. More recent years have shown a marked tendency to focus more 

on the aid aspects of the program. Partly as a result of this change, sig- 

nificant shifts have taken place in the types of countries with which con- 

tracts are now signed. The World Food Budget, 1970, summarizes some of the y 
program change s , Agricultural exports under government programs, to the 

diet-deficient subregions, increased over four times from $272 million in 

fiscal 1955 to $1,171 million in fiscal year 1963. During this time, pro- 

grams with regions considered diet adequate declined by nearly 50 percent. 

Seven European countries received about 80 percent of all the concessional 

exports, to areas defined as diet adequate, between 1955 and 1963. Japan and 

substantially and some increases have occurred to Eastern Europe, but for 

Brazil received ~ost all of the rest. Shipments to Brazil have increased 

other countries in the group, including Japan, concessional sales have de- 

clined. 

11 For more details see E. L. Menzie and R. G. Crouch, Political Interests 
in Agricultural Export Surplus Disposal Through Public Law ~80, Tech. 
Bull. 161, Univ. of Arizona, Agri. Exp. Stn., September, 19 4. 

~ USDA, World Food Budget 1970, pp.79 - 80. 
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Of the diet deficit countries, the most significant program increases 

have occurred for India and North Africa. India, in 1963, was the largest 

recipient, receiving about 20 percent of the government financed sales. Asia 

received $824.7 million or over 70 percent of commodity exports to the diet 

deficit countries and over 50 percent of total government financed agricult- 

ural sales. Africa was the next major recipient. 

Numerous safeguards were included in the provision of PL 480 to try to 

prevent undue commercial market disturbances. For example, in Title I agree- 

ments, negotiators are required to consider the effects on prices and com- 

mercial trade, both for the U.S. and other countries. A guiding factor has 

been to ascertain that sales will be in excess of those normally sold in com- 

mercial channels and not as substitutes. Strict limitations have also been 

placed on the uses of blocked currencies resulting from sales. 

"Nearly two-thirds of the local currency generated by Title I sales in 

the past 10 years has been set aside for economic development - - $4.9 bil- 

lion in loans, $1.8 billion in grants. U.S. food has contributed to flood 

control, irrigation, reforestration projects; to improvement of railroads, 

highways, bridges, docks, communication; to construction of electric power 

facilities and; to building hospitals, clinics and schools ••• important y 
elements in development." 

Some funds are set aside for international exchange programs for stu- 

dents. Funds provide travel and maintenance for both U.S. and foreign stu- 

dents abroad. Books have been translated, published and distributed, at 

low cost, for various levels of education. Assistance has been given to 

community centers, libraries and certain American schools. Over $21 million 

was allocated as qrants for agricultural research between July, 1959 and Dec. 

y U.S. Congress, House, Food for Peace. Twentieth Semiannual Report on 
Public Law 480, House Document No. 365-88/2, Wash. September,1964, p. 11 
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1964. There are nwnerous other educational and research programs and small 

illnounts have been used to pay expenses of trade fairs in various countries. 

The Colombo Plan 

The Colombo Plan was organized in 1950 by Coramonweal.t.h countries to co- 

ordinate bilateral economic assistance programs of aid to South and South- 
11 

East Asia. There have been six donor nations, including the United States 

and Japan. Total assistance under the plan through 1963 amounted to $12.8 

billion, of which food aid was $3.4 billion or about 25 percent. The United 

States provided 89 percent of the total and 94 percent of the food aid. 

About 25 percent of the U.S. share of food aid was provided under PL 480. 

The remainder of the food aid was supplied by Canada and Australia with $191 

and $23 million, respectively. Nearly one-half of Canada's contribution 

under the plan was in the form of food. 

Canada shipped 1.6 million metric tons of wheat and flour between 1952 - 

63. About one-half of Canada's shipments went to India, one-third to Paki- 

stan and the remainder to six other of the 14 recipients in the program. 

Canadian sales have been on a concessional or grant basis. Recipients of 

aid under the Plan set aside local currency equivalent to the value of the 

food to help finance development projects as agreed to by the donor. 

Australian food aid to 1962 amounted to $21 million in wheat and flour 

to India, Ceylon, Pakistan and Cambodia. India and South Vietnam also re- 

ceived $1 million of milk and Pakistan was shipped $204,000 of barley. 

Frank D. Barlow, Jr., and Susan A. Libbin, op. cit. pp. 14 - 15. 1./ 
'£/ Data received from the Canadian External Aid Office after completion of 

this report indicates that Canadian Food Aid under the Colombo Plan to 
March 31, 1965, was less than $140 million. These figures indicate the 
contribution of food under the Plan was 26 per cent of Canada's total and 
that all food was given in the form of outright grants. The basis for 
the difference in the data from the two sources is unknown to the author. 
Since the difference has no significant effect on this report, no attempt 
has been made to resolve the issue. 
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The World Food Program 

The World Food Program was initiated in 1963 as a three year experiment 

in multilateral food aid under direction of the United Nations and FAO. 

Contributing countries agreed to supply $100 million in cash, food and ser 

vices. Food products are provided on a grant basis with cash or services 

donated to cover administrative costs. Pledges from 69 different countries 

had almost filled the initial objective as of February, 1965, with $50 

million made by the U.S., $8 million by the Federal Republic of Germany and 

$6.8 million by Canada. Over 73 percent of the contributions were com 

modities and 21 percent cash. While major contributions were from indus 

trialized countries, many developing countries have also participated. 

The Program has three main objectives: (1) to establish an orderly 

system of meeting emergency food needs; (2) to assist in pre-school feedins; 

(3) to implement pilot projects in social and economic development. About 

25 percent of the resources were allocated for emergency needs and the 

establishment of food reserves. 

As of November, 1964, seventeen emergencies had been alleviated by food 

aid, valued at $7.8 million. Products involved were wheat and flour, corn, 

sorghum, dried skim milk, and vegetable oil. Other types of commodities are 

desired by the Program and requests for emergency aid have exceeded resources. 

There were 193 requests for aid for economic and social development pro 

jects, mainly from countries in Asia and Africa. Ninety-four projects were 

approved and 51 were in operation. Over $52 million in cash and commodities 

have been approved for economic and social development projects. Projects 

approved have involved land settlement, improving livestock productivity, 

labor intensive projects for rural development and welfare, school feeding 

projects for middle grade and technical training schemes, and other such as 
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aid to industrialization. 11 Food can be used to pay part of workers' wages 

for capital formation projects such as irrigation, land reform, resettlement, 

and small industry development, as well as for community work in building 

roads, bridges, schools and houses. Foods will be provided for development 

of agricultural enterprises, introduction of new crops and stabilization of 

prices. 

Commodity contributions have been largely items in surplus including 

cereals, dairy products and vegetable oils. The Program has been short of 

high protein foods and of cash to cover administrative costs. This has re- 

duced the Program's flexibility. 

Miscel~~eous Food Aid or Disposal Programs 

Canada, Australia, France and Hest Germany were the only countries in- 

volved in major food distribution for emergency, development or disposal, 

other than the U.S. Food aid from these countries totaled $251 million from 

1952 through 1963. In addition to Colombo Plan aid, Canada contributed $33 

million in wheat and flour to the United Nations Relief and Works Agency for 

Palestine, dairy products and pork to UNICEF and Care, as well as smaller 

items to other countries~1 In 1964-65, Canada allocated a total of $12.5 

million for bilateral aid with shipments of wheat and flour largely to India, 

Pakistan and Ceylon. This indicated a revival of aid to the pre 1961-62 

levels, before Colombo Plan aid was reduced. In addition, in March, 1965, 

Canada made a grant to India of 100,000 tons of grain. These bilateral ship- 

ments are in addition to smaller contributions by Canada under the multi- 

lateral World Food Program. Canada reported to the FAO in April, 1965, that 

food aid would be increased to $40 million per year in the years ahead. 

~I FAO, Committee on Commodity Problems, Report of the World Food Program 
by the Executive Director, February 25, 1965. 

~I Frank D. Barlow Jr.,and Susan A. Libbin, op. cit., p. 17. 
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Table II 

Australia made a grant of 150,000 tons of wheat to India in February, 

1965. As with the Canadian grant, this was intended to alleviate the wheat 

shortage in India, which developed as a result of the delay in U.S. shipments 
11 

caused by the dock strike there. 

Pakistan, in 1961, received $2.6 million of surplus sugar from Germany, 

for rupees. Most of this amount was loaned back for development purposes. 

France had supplied small amounts of aid to Tunisia, Morocco and Nauritania. 

Food Aid Supplied by Selected Countries, 
Fiscal Years 1952 - 63. 

_C_oun __ t_ry Co_IDm_?dity and Pro~am . Value 
~üllions doll~-- -----_. 

Canada Colombo Plan Aid: 
Regular program, wheat and flour, small 
amount of butter 81.0 

Special loans and grants, wheat flour 110.0 

Aid to International Relief Agencies: 
j,llheat and flour 
Dairy products 
Canned pork 
Relief to Chile, wheat and flour 
Total 

Australia vmeat and flour, dry milk and barley 

15.0 
7.1 
9.1 
1.0 

223.1 

~ 
2.6 

1.9 

West Germany Sugar 

France i'Jheat and Barley 

Total 250.6 

Source: Frank D. Barlow, Jr., and Susan A. Libbin, The Role of Agricultural 
Commodity Assistance in International Aid Programs. U.S. Economic 
Research Service, Wash., r1arch, 1965, p. 15. 

11 FAO, Con@ittee on Commodity Problems Report, April, 1965. 
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Direct Subsidy Programs 

Various producing countries have differing types of subsidies to aid 

exports. The United States has a provision to use a portion of import 

tariffs collected to subsidize agricultural exports. Between 1936 and 1961, 

a total of nearly $311 million was made available from this source, la.rgely 

to subsidize cotton and grain exports. This program has been small rela- 

tive to other sources of subsidy which have been increasing over the past 

15 years. U.S. wheat exports, under the International Hheat Agreement, have 

been subsidized with international approval. Export payments on wheat , in 

recent years, have ranged up to 90 cents per bushel. Export subsidy pay- 

ments of up to 8~ cents a pound have been made on cotton, amounting to about 

25 percent of the U.S. producer price and about one-third the international 

market price. In 1958-59, a total of 15 different products were listed as y. 
having varying rates of export subsidy, at a total cost of $175.8 million. ' 

In Canada "grain exports are greatly assisted by freight rate subsidies y 
for moving grain to export locations." other commodities receive indirect 

transportation subsidies. In addition, the Canadian vllieat Board has control 

over all grain marketing. It establishes marketing quotas and pooling ar- 

rangements for producers. 

Some European Countries subsidize exports. Belgium has paid subsidies 

on butter and eggs; France, has paid subsidies on wheat exports; the Nether- 

lands subsidizes exports of poultry, eggs, bacon, butter, beef, flax, milk 

!I Cited in E. L. Menzie, et al, Policy for United States Agricultural 
Export Surplus Disposal, Tech. Bull. 150, Univ. of Arizona Agri. Exp. 
Stn. August, 1962, p. 51. 

y U.S. Economic Research Servic6, Agricultural Policies of Foreign 
Governments, Agri. Handbook No. 132, USDA, \vash., March, 1964. 
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111- ESTIMATED WORLD FOOD NEEDS AND THE ROLE OF TRADE 

powder , condensed milk, cheese and some other milk products. Australia sub- 

sidizes exports of butter, cheese and ghee. Almost all countries have var- 

ious types of internal subsidy systems for agriculture which affects the 

competitive position in the export markets. European Economic Community 

Countries, for example, may apply levies to imports. These levies can then 

be used by member countries to subsidize exports outside the community. 

Allowances may also be permitted for transport costs. 

Studies have been made of estimated world food needs with projections 

for the future. These projections can be used to demonstrate the physical 

needs and the role of trade and food aid programs in filling the gap in 

deficit areas. 

General Food Needs 

"Two-thirds of the world's people live in countries with nutritionally 

inadequate national average diets. The deficit areas include all of Asia, 

except Japan and Israel, all but the southern tip of Africa, the northern y 
part of South America, and almost all of Centràl America and the Carribbean." 

These were the opening words in the USDA, Horld Food Budget 1970. Pro- 

jections indicate there will be improvements in diet levels but the deficit 

will persist beyond 1970. Countries with inadequate diets are poor and 

living levels in general are low. Population growth rates are high so that 

efforts to improve the standard of living are often defeated. 

For 1959-61 the USDA estimated diet deficit regions were at 300 calo- 

ries per day per person below the nutritional standard. Protein consumption 

was less than two-thirds the level in diet adequate countries and fat con- 

sumption one-third below. Improvements are expected by 1970 but calorie gap 

11 USDA, The World Food Budget 1970, p. iii 
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The USDA, World Food Budget concluded that of the almost negligible im- 

will still be equivalent to 54 million metric tons of grain. This amounts to 

9.1 million tons of wheat, 33.3 million tons of rice and 11.3 million of 

other cereals. The deficit in animal protein will likely be equivalent to 

6.5 million tons of nonfat dry milk. About 3.2 million tons of soygrits will 

be required to fill the pulse and other protein deficit and 3.1 million tons 

of vegetable oil will be needed to satisfy the fat deficit. Over half of the 

deficit will be in Communist Asia and costs of the total were projected to be 

$6.8 billion. 

The Third World Food Survey estimated that on the basis of United 

Nations population projections (considered conservative), world food sup- 

plies would need to be increased by more than one-third by 1975, to maintain 
11 

recent standards. Given a reasonable improvement in nutrition through in- 

creased incomes and production, world food supplies would have to increase 

over 50 percent. For less developed areas supplies would have to rise by 

80 percent and animal foods by 120 percent. Based on the year 2000, the 

study concludes world food supplies may need to be trebled to provide ade- 

quate nutritional diets. 

Value of Food Imports to Developing Countries 

provement in per capita food consumption in recent years, much of it was de- 

rived from changes in trade patterns. The deficit areas of the world were 

projected to shift from net exporters of 2,8 million metric tons of food in 

pre World War II years, to net importers of 27 million tons by 1970. Even 

so, imports in the diet deficit areas are relatively small and in 1959-61, 

averaged only $1.70 per capita versus $11.50 in the diet adequate regions. 

11 FAO, Third World Food Survey, Freedom from Hunger Campaign, Basic study 
No. 11, Rome, 1963, pp. 8 - 9. 
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Gross world imports of food in 1959-61 were estimated to be $15.7 billion 

with projections of $19.7 billion by 1970. Imports to diet deficit countries y 
only amounted to $3.2 billion. Food aid in recent years probably has not 

exceeded 10 to 15 percent of total world food imports representing a small 

part of world supplies. (Non-commercial sales of cereals for 1957-59 were y 
estimated to be less than 2 percent of world consumption.) However, aid 

has represented about one-third of diet deficit country imports and has been 

relatively important to those countries. 

iVheat has been the most important food commodity in world trade. Wheat 

exports averaged 41 million tons,or 19 percent of world production, for 1955- 

61. Diet deficit countries received 15.6 million tons of wheat or one-~r 

of their supplies. World Food Budget projections indicate imports to diet- 

deficit areas will rise 53 percent above 1959-61 levels by 1970, whereas, 

other areas will remain relatively constant. Rice, an important commodity in 

world food diets, will remain relatively small in terms of trade. Corn, 

barley, sorghum erain, millet, rye and oats are also small in trade volume 

and imports are nearly all for livestock feed. 

Most of the trade has occurred in the more highly developed countries. 

Projections, however, are for rapid growth in trade, with imports to Europe, 

Japan, West Central Africa and India rising sharply. Considerable increases 

in grain exports are anticipated but trade in livestock products is expected 

to remain largely within the diet adequate regions. 

y USDA, World Food Budget 1970 

y United Nations, Towards a New Trade Policy for Development, Report by the 
Secretary-General, United Nations, New York, 1964, p. 53. 
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IV- ECONO!H~ Q~V~LOPHElJT AND THE HOLE OF FOOD 

Programs, as described earlier, have been established to assist poorer 

countries to develop their own production potential and to meet growing 

world food deficits. It is not clear how effective or efficient such pro 

grams are in attaining these objectives, but an increasing amount of evi 

dence is being collected. 

In recent years much has been written in an attempt to clarify and 

understand how economic development takes place and the role of agriculture 

and food in bringing it about. In spite of the writines, there is no well 

defined theo~J of development to guide future proerams. About the only 

sound conclusion reached by theorists has been that past experiences leading 

to development need not apply with high levels of expectation in other coun 

tries. Developed countries have not provided good laboratory results be 

cause of the variability in people, climates, natural resources, political 

situations, international conditions, states of technology and other factors. 

It is difficult to assign reliable values to various factors contributing to 

conditions for growth. It is largely for this reason that development pro 

grams in agriculture, including programs involving food distribution, have 

had to be experimental. 

There has been fairly general agreement as to the need to develop both 

agriculture and industry. There is a question, however, both as to the de 

gree of emphasis and the method. Some economists have argued that industry 

must receive prime importance and that agriculture will develop on its own; 

others argue that without agricultural development first, industrial develop 

ment cannot be successful. 

Conditions in most developing countries make it difficult to see how 

development programs can be successful without giving considerable emphasis 
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Whether emphasis should be placed on supplying the heavy demands for 

to agriculture. Most developing nations are largely agricultural, have heavy 

rates of population growth, 101'1 levels of literacy and relatively poor health. 

The agricultural areas must, for the most part, supply the food and fiber 

needs of the country. In the initial stages, at least, agriculture generally 

must supply the internal additions to capital. In addition, the labor to 

develop industry must be drawn from agricultural regions. This constitutes 

a capital cost to agriculture since resources must be used to produce, raise 

and even in a minimal senae, train the exported labor. 

Food: A Restrictive Factor 

food, at least in early stages of growth, is subject to more debate. Heady 

stated, " - - it cannot be proved that lack of food is the prime restraint y 
to development in most underdeveloped countries." The FAO, however, con- 

cluded, "A poor diet, resulting in undernutrition and malnutrition, reduces 

working efficiency by Ca) decreasing the worker's resistance to disease; 

Cb) increasing the rate of absenteeism; Cc) causing lethargy, lack of ini- y 
tiative and drive; (d ) increasing accident rates." On the same subject 

Allen maintained, "A substantial body of medical evidence and opinion exists 

showing that over large parts of the globe great numbers of people get in- 

adequate diets - - inadequate in terms of climatic environment and of the 

physical strains imposed upon them by social institutions and economic cir- 

cumstances which are simultaneously the cause and the result of limited 

y Earl O. Heady, "Research and Economic Development," in Food"'" One Tool 
in International Economic Development, Iowa State Univ. Ames, 1962, p.17. 

Y FAO, Nutrition and Working Efficiency, Freedom From Hunger Campaign, 
Basic Study No.5, Rome, 1962, p. 44. 
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countries and they themselves will rightly insist." In addition, while 

economic development." !I 
Poorer countries wi.t.h populations growing at relatively rapid rates tend 

to have an ancrr.asdng pressure on food supplies. In addition, a major part 

of consumer expenditure usually is for food and if development occurs, food 

demands expand. As Nellor stated, "The inflationary effect of failure to 
?:/ 

meet this need is large - - -" Since agricultural development tends to be 

slow, imports are likely to be necessary. If exchange is short, as is usual- 

ly the case, concessional sales or grants can fill the breach. By supplying 

food aid it may be possible to maintain higher levels of investment in equip- 

ment and other supplies needed for internal development. In addition, food 

can be used as a means of increasing the output of large se~nents of under- 

employed wor-ks rs through development proj ects, and by assisting in basic 

educational and technical training programs. 

Estimat~d Requirements for Development 

An FAO study indicated, it is not so much a question of supplies as of 

"capacity of the under developed countries to absorb these supplies into 

their economies at the high standards of effectiveness on which the giving 
2) 

food aid will be fundamental to development, its effectiveness will depend 

Also, about two-thirds of surplus commodities, offered to developing courlzies 

largely on availability of other resources. Food aid, it is suggested, could 

not be expected to supply more than 15 to 20 percent of the needed capital. 

FAO, Development through Food: A Strategy for Surplus Utilization, Basic 
Study No.2, Rome, 1962, p. 111. 

g Geo. R. Allen, "The World's Food Shortage," in Food - One Tool - - 
op s c i.t , p. 38. 

John W. Nellor, "Increasing Agricultural Production in Early Stages of 
Economic Development", in Food - One Tool - - -, op. c~., p , 219 
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The FAO study estimated, total aid required for all under developed 

can be considered as investment additions and the remainder as increased con- 

sumption. 

countries, other than Mainland China, North Korea, North Viet-Nam and 

Albania would approximate $4.3 billion per year for the next 10 years. In 

addition, $400 million per year would be required for technical assistance 
11 

and $300 million for emergency funds. Total aid required, considering 25 

percent error in the estimates, could be between $5 and $6 billion per year 
?) 

or 40 to 65 percent above the existing level. This would amount to one- 

half to three-quarters percent of the national income of developed countries. 

It was also suggested, not more than one-third of the amount should be tied 

to grants or sales of surplus commodities on a concessional basis, and of 

such grants, only two-t.rurds should be counted as capital aid. 

Another study suggested much greater aid inputs will be needed and that 
'jj 

they will continue through the 1970's. This study estimated that to meet 

nutritional standards and to sustain projected growth rates, the total food 

deficit by 1980 will be $25.6 billion. Increased commercial imports could 

provide $10.9 billion of this amount. Other sources would have to supply 

$D •• 7 billion or about 10 times the annual volume of recent U.S. concessional 

sales and grants. The assumptions behind these growing needs, of course, 

involves the demand for growth and willingness to program for it. 

11 Ibid, p , 83. 

?) Based on aid other than that provided by normal market activities such as 
private capital inflows. 

21 W. W. Cochrane, A. B •. Hackie, C. L. Chappell, "Uses of Farm Products as 
Aid to Developing Countries." Journal of Farm Economics J December 9, 
1963. pp. 961 - 73. 
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Case Histories of Food Use as Aid 

Studies of programs have been carried out by a number of different 

authors on India, Colombia, Japan, Pakistan, Greece, Brazil, Israel, 

Tunisia and some assessments have been made of the l'lorld Food Program. A 

review of the conclusions drawn from these reports should be valuable in 

reaching some generalizations as to the effects and value of concessional 

sales and grants. 

a) Colombia 

Agricultural imports to Colombia under PL 480 reached 100 million dol- 

lars through June 30, 1963. These linports during 1955 through 1960, totaled 

less than 0.4 percent of total production and about 8 percent of total agri- 

cultural llnports. They represented an increase in calories of 50 per person 

per day. Farm commodity aid has been estimated as constituting no more than 
1" 

5 percent of the capital imported from abroad. In terms of individual 

cornmod i.t.Le s , howeve r , these imports were more important. Wheat imports 

ranged from 13 percent of Colombian production in 1955 to 56 percent in 1959, 
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oils averaged 39 percent of production from 1956 - 60. 

cotton imports averaged 18 percent of production during 1955-58 and edible y 

It is difficult to isolate PL 480 imports as having a particular share 

in Colombia's growth which ranged between 5 and 6 percent per year during 

1955-60. Imports of food relieved Colombia of some of its burden in this 

sector and allowed for development in other areas, including technical im- 

provements for agriculture. Furthermore, while inflation continued, the im- 

ports did help to stabilize some important commodity prices and to slow down 

!I L. Witt and C. Eicher, The Effects of United States Agricultural Surplus 
Disposal Programs on Recipient Countries. Research Bull. 2, Mich. State 
Univ. Agri. Exp. Stn. 1964, p. 19. 

Y Theodore J. Goering and L. Witt, United States Agricultural Surpluses 
In Colombia: A Review of Public Law 480. Tech. Bull. 289, ~üch. State 
Univ., Agri. Exp. stn. 1963., p. 17. 
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inflation. Witt and Eicher suggested, "It is probable that international 

lending agencies were somewhat more inclined to make loans to Colombia becaœe y 
of this improved environment. 

Wheat production remained about the same in Colombia during the period 

of increased imports. The Adams report maintained that without PL 480, this 

sector of production would have been stimulated by artificial pricing and 
?) 

other internal means costly to the economy. Cotton productio~ on the other 

hand, more than doubled and imports declined. Cotton farmers were protected 

by price policies which resulted in a small export surplus. Edible oils con- 

tinued to be short in supply, in spite of PL 480 imports and high internal 

support prices. Thus, the conclusions were that Colombia's producers were 

not adversely affected either in cotton or oils. Apparently, the government 
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policy of permitting greater proportional price increases for barley than for 

wheat resulted in some shifts of acreage to barley. Barley production there- 

by doubled and breweries increased beer production substantially. 

Some shifts in trade patterns have occurred. Concessional imports of 

wheat from the U.S. rose to 100 percent of the total wheat imports in 1956 

and 1957. The U.S. captured the increased sales associated with PL 480 as 

well as regular commercial sales. Canadian sales declined from 74 and 76 

percent of the Colombian ~fueat imports in 1953 and 1954, respectively, to 

zero in 1956 and 1957. Almost the same story has been true of wheat flour. 

Peru lost out in terms of the cotton market. Prior to PL 480, the U.S. 

barely entered the Colombian market for edible oil. By 1959 about one-third 

il Witt & Eicher, gp. Cit. p. 54. 

?) Dale W. Adams, et aI, Public Law 480 and Colombia's Economic Development, 
Mich. State Univ. and Universidad Nacional De Colombia, March, 1964. 



Currencies generated by PL 480 and used for U.S. obligations or as sub- 

of Colombia's edible oil import s were derived from the U. S. In this case, 

however, total ~nports increased such that even though other suppliers' 

percentage dipped, their absolute volume increased. It seems evident that 

major market changes wer-e associated with PL 480 sales, with traditional 

suppliers suffering losses in some instances. Exact cause and effect are 

not clear since other changes occurred with the introduction of PL 480 im- 

ports. In addition, Colombia was short of currency with which to continue 

commercial purchases. 

stitutions for aid or expenditures in dollars reduced exchange availability. 

It also resulted in forced direction of expenditures by Colombia on imports 

as well as forced direction of internal funds on certain types of activities 

such as agricultural development. v.'hile consumers have benefited by lower 

food costs, to some extent at the expense of producers, agricultural develop- 

ment associated with food aid programs tended to strenethen the position of y 
the programs in terms of farmer acceptance. 

From the inception of the program through December, 1964, Israel re- 

b) Israel 

ceived over 300 million dollars of commodities at market value. On a per 

capita basis, Israel was the largest recipient with over $81 each by Decem- 

ber, 1961. This compared with $4.55 for India, the largest recipient in 

total. The major imports were wheat and flour, feed grains and fats and 

oils. 

Israel was unique in terms of the countries receiving aid. In the 

first place, per capita income in excess of $500 was substantially higher 

11 Dale W. Adams, et al. op. cit. p. 364. 
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than for most recipients of food aid. The quantities of aid in terms of re- 

quirements for consumption were high and the country relatively advanced in 

terms of industrial development. In addition, Israel received many other 

forms of private and public aid. 
11 

A study conducted for the Bank of Israel by F. Ginor arrived at a 

number of interesting conclusions as follows: For the years 1955-60 both 

temporary and permanent increases, in investment, national product, employ- 

ment, income, consumption, savings and exports, resulted from imports of 

surplus commodities. Gross capital formation was maintained at 41 percent 

for the period. PL 480 was estimated to have contributed 3.5 percent to 

total new investments and 2 percent to Gross National Product. Additional 

emplo~nen~ generated by Title I investments, was 1.9 percent and unemploy- 

ment was reduced by 50 percent. Stability was increased through a buildup 

of stocks and increases in production. The rate of inflation was held at 

28 percent versus a probable 36 percent without PL 480 imports. Private 

consumption from 1954-60 increased by about 25 percent per capita, with 

about 14 percent attributable to Title I imports. The effect on food con- 

sumption was estimated at 10 percent, in addition to quality shifts from 

cereals to meats and fresh fruit. 

c) Brazil 

Through December 31, 1964, P.L. 480, Title I aid programmed for Brazil 

amounted to 576 million dollars at market value, including transportation. 

Almost all of this was for wheat and flour with ~all amounts of fats, oils, 

dairy products and feed grains. Over $52 million in Title II commodities 

g U.S. Economic Research Service, A Summary and Evaluation of a report by 
F. Ginor, Bank of Israel,.Tel Aviv, Isr~el, Entitled, IIAnalysis and 
Assessment of the Economic Effect of the U.S. Public Law 480 Title I 
Program in Israelll, USDA, Wash. March, 1963. 
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were authorized with nearly 30 percent for child feeding programs and the 

rest for disaster relief and economic developr..ent programs. About 40 percent 

of Title II commodities to Brazil were IT,ilk and milk products. Brazil also 

received about $67 million of agricultural products under Title III barter 

programs. 

About one-third of the currencies involved in the agreements to June 30, 

1964 have been disbursed. About 60 percent of the currencies generated were 

set aside for loans, the remainder for grants for economic development and 

other U.S. uses. Grant funds have been used to assist in Northeast Brazil to 

help cover the cost of school construction, rural community electrification, 

water supply, sewerage systems and local U.S. training programs. Funds have 

been used for research such as forage experiments and tests in central and 

south Brazil. Research grants for activities in many different areas of 

agriculture have been made to various institutions. 

Activities in 1964 provide examples of Title II fund projects. Emer 

gency flood relief provided food for 100,000 victims in the state of Bahia. 

Foods were provided as assistance in housing and colonization programs. 

Grain sorghums were provided in projects involving programs to develop dairy, 

poultry and swine production in a number of different areas. In the State of 

Ceara, for example, there are two projects to assist dairy and poultry mar 

keting and production through demonstration of the value of feeding balanced 

rations, establishment of new marketing facilities and services, provision of 

processing facilities and improvements in supplies. The dairy program assi~ 

ed in the establishment of the first and only milk pasteurization plant in 

the area of Fortaleza, a city of about 700,000. 

Brazil also has extensive child feeding programs with distribution of 

foods as flour, rolled wheat, bulgar, cornmeal, vegetable oil, butter, dry 
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beans and milk. The milk program, begun in 1962, was reported to be reaching 

11 
about 3 million school children in 1964. This is an important aid program 

in a country where illiteracy is one of the hindrances to development and 

where school dropout rates are extremely high. 

A USDA study of programs in Brazil indicated that imports of wheat and 

flour from July, 1955 through June 30, 1962 accounted for over 25 percent of 

Brazil's consumption of these commodities providing about 10 percent of the 
?} 
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total food calories received. Brazil's imports of wheat , during the first 

seven years of PL 480 shipments, increased by about 20 percent over the pre- 

vious four years. The U.S. increased its share of the larger market from 28 

to 40 percent. Argentina shifted from being a major supplier during this 

period and Canada lost the market entirely. While the report contended that 

other factors influenced the declining position of Argentina, it admits that 

the Canadian loss was probably due to PL 480. It argued, however, that if 

Brazil had been forced to use scarce foreign exchange to buy Canadian wheat, 

it would have had an adverse effect on the balance of payments and on econ- 

omic development. 

It was also concluded that PL 480 imports had not affected domestic 

production adversely. While wheat declined in production, it was attributed 

lito a lack of advantage of wheat over other domestic crops rather than to 
21 

PL 480 imports. II This conclusion was derived partly from the observation 

y- U.S. éongress, House, Food for Pea..£.El. 1964 Annual Rep~ p , 72. 

?} Robert W. Johnson, Operation of the PL 480 Program in Brazil, ERS - 
Foreign 59, USDA, Wash., November, 1963, pp. IV and 9. 

21 Ibid, p. 15 



that Brazil's wheat prices appeared to be supported well above U.S. 
V 

rates, and that substantial price increases occurred during the period in 

question. Overall food production increased during the period by about 40 

percent and while milk products were a large part of the import program, milk 

production increased more rapidly than all commodities together. 

d) Other 

Greece received aid from various sources following World War II includ- 

ing UNRRA, The Jolarshall Plan, The Hutual Security Program and PL 480 which 

have " - - supplied most of Greece's imports of grains, vegetable oils, and y 
dairy products." A report on PL 480 in Greece, by Libbin, concluded that 

the programs were important contributors in the country's recovery. Feed 

grain imports permitted livestock expansion, other comnodities helped upgrade 

diets and to relieve temporary shortages in certain areas. Currencies were 

used to finance development of power-, transportation and housing. 

India has been one of the largest agricultural corrmodity aid recipients 

with nearly $2.5 billion under Title I through December, 1964. While per 

capita amounts are small, in the first six years they contributed 3.5 percent 
2/ 

of the daily per capita calorie consumption. 

India has been a heavy recipient under the Colombo Plan, as well as from 

other gifts or loans, Indian food aid has been used to offset critical food 

needs as well as to assist in its general development plans. Studies on 

---~------ V There is a problem of conversion of the Brazilian currency to dollars, 
which makes it difficult to make precise comparisons. 

y Susan A. Libbin, Contribution of Public Law 480 -.!:.<? Develo2_lI!.eQ_~D_h~ 
greek Economy: ERS, Foreign 66, USDA, Wash. January, 1964, p. 3. 

2/ O.E.C.D. Food Aid: Its Role in Economic Development, O.E.C.D. Paris, 
1962, p. 28. 
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India as reviewed by Witt and Eicher, indicate a fairly general conclusion 

that India suffered from lack of foreign exchange with which to buy capital 

and consumption goods needed in development. Thus Title I and Colombo Plan 

imports of food saved foreign exchange, thereby helping to finance greater 
Ji 

nonfood imports and larger development programs in general. 

e) World Food Program 
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Early in 1965, the Executive Director reported on the World Food Pro- y 
gram. It was concluded that food aid helped to prevent inflation where 

local industrialization projects were carried out, as well as providing em- 

ployment for idle workers. In addition improvement of nutrition levels 

raised productivity. 

The report also indicated the Program tended to over-estimate food needs 

in emergencies. Because of time and distance involved, immediate emergency 

needs had to be met from local supplies by other agencies. Where needed, 

Program foods can be used to assist in reconstruction and rehabilitation. 

It was also concluded that more advanced planning is necessary for 

successful settlement projects. Technical advice is important in livestock 

projects, to assure internal improvements in feed supplies and selection of 

animals for higher productivity. When there is scope for fuller employment 

of workers, labor-intensive self-help projects are considered to have po- 

tential. School feeding of students in the middle grade and technical educa- 

tion programs assists in formation of future leaders and skilled personnel 

needed for development. 

11 L. Witt, and C. Eicher, op. cit. pp. 61-63. 

Y FAD Committee on Commodity Problems, Re~ort on the World Food Program 
by the Executive Director, February, 19 5. 



It was recommended that more emphasis is needed on planning and formu- 

lating projects in general. Technical advice has been incomplete. Add it ion- 

al consulting thoughout the implementation of the program is needed. Food 

supplied should cater to existing tastes or if net .. tastes are created, they 

should be for foods that will be available when aid has been terminated. 

Better results are indicated when food is distributed directly as an 

incentive to self-help projects, than when used as part payment of a wage. 

Over-estimation of potential beneficiaries and of the rate of progress should 

be avoided. Problems and waste have resulted from the limited life of the 

program and the requirements to perform certain actions within the given time. 

The report states that "Food aid, if properly conceived with respect to y 
timing and magnitude, can be just as important as other forms of aid." 

Negative effects that can accrue to receiving countries by depressing intern- 

al prices can be avoided by proper care and plannin~ of food aid. The World 

Food Program has made it possible to obtain donations from many more sources 

than with bilateral aid. \Vhile quantities were small, the inclusion of foods, 

other than those in surplus, permitted more adequate diets. 

For the future the report suggests the Program should carry on proven 

activities, experiment with others and be ready to use newly accumulated 

surpluses in economic and social development. Priority should be given to 

food aid for educational programs. Some experiments in assistance for over- 

all country planning should supplement the project approach. Programs should 
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provide for commitments up to five years and should include research with 

respect to all aspects of food aid. 

y Ibid, p. V· 



v- GENERAL ASSESSMENT OF CONCESSIONAL SALES AND GRANTS AS AID 

Direct assessments of existing programs have been made largely in terms 

of estimated contributions of specific projects. There has been little re 

search in assessing the relative importance of the use of agricultural com 

modities, surplus or otherwise, as a tool in development versus other means 

such as direct aid in cash. In addition, the assessments are based largely 

on observations of occurrences within a given country, with comparisons made 

to other time spans. The problem of isolation of cause and effect is ex 

tremely difficult under the circumstances, due to changes in other factors. 

For example, it is virtually impossible to say what imports of certain com 

modities would have been without surplus disposal or food aid programs. 

The assessments made of programs indicate positive gains in terms of 

investment, growth, stability and general welfare of people. Undoubtedly, 

they contributed in a humanitarian way, providing better diets and supplying 

foods in emergencies. They aided in carrying out specific development pro 

grams and by reducing the need for scarce foreign exchange which could be 

released for the purchase of other important capital goods. Food aid con 

tributed to stability by reducing pressures of inflation resulting from de 

velopment projects. Some of the uses of counterpart funds, of food for work, 

the payment for technical assistance, schooling and other projects also con 

tribute to long run development. 

There are weaknesses to the programs. This is especially so in the area 

of programming and planning. Foods used are for the most part, the result of 

surpluses associated with resource allocation problems of the more advanced 

economies. They mayor may not be the products most wanted or needed. Food 

aid is often extremely costly, if not impossible, to distribute to the area 

of greatest need, due to lack of transportation or market facilities. Time 
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horizons also tend to be short leaving more uncertainty to aid continuity 

than is desirable for long term development needs. 

There are also questionable aspects about the accepted principle of add 

itionality. First, it is a difficult rule to f'o.LLow since additionality is 

hard to prove or disprove. Second, if products are truly being used as aids 

to development, it may we Ll, be in the interests of the developing country to 

make substitutions for other cash sources, which obviously has occurred in 

some instances. 

There are other possible undesirable effects of the uses of sUFplus 

agricultural commodities as aid. If they are used as substitutes for more 

desirable forms of aid, development programs may be retarded. It is by no 

means certain, however , even assuming other forms of aid wer-e better, that 

donors v rou.Ld make them available. Agricultural imports may have depressing 

effects on internal production but the type and extent of the effect is not 

likely to be known and should be studied in each case. Non-commercial trans 

actions have disturbed normal corrunercial markets of competing countries, 

thereby causing economic problems elsewhere. However, economic development 

associated w i.t.h the transactions may offset the negative effects on com 

mercial trade. It has been sUGgested also that an "umbrella effect" of the 
y' 

programs in tenns of international food prices should be taken into account. 

Accumulation of currencies provides an external leverage with respect to the 

direction of the country's development. The required uses mayor may not 

conform with internal plans. The currencies may also substitute for other 

donor expenditures, reducing available foreign exchange. Poorly planned ex 

penditure of the currencies may be inflationary. 

y' Ibid, p. V. 
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Concessional sales or grants of agricultural products do not appear to 

be a verJ efficient form of aid. U.S. products shipped under Title I between 

July l, 1954 and December 31, 1964 had an estimated Commodity Credit Corpor- 

ation cost of almost $14.7 billion but a market value of only $9.4 billion or 

less than two-thirds the cost. This is based on existing market prices 
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which probably over-estimate the value because of the effect of the programs 

themselves. In 1960, Schultz estimated II - - - the value to the recipient 

country is about 37 cents per dollar of CCC cost and the cost to us in earn- 
1/ 

ings foregone may be zero. II Whether Schultz estimate was correct or not, 

at least the aid value must have been less than tvlO-thirds of the CCC cost. 

Furthermore, losses in programming, inadequate products, costs of distribu- 

tian, neGating effects on receiving and third country production, and other 

factors reduced the value in the direction of Schultz estimate. It seems 

unlikely the overhead costs would be as great with direct cash aid and it 

would be expected that in most cases at least the value of programs performed 

with cash aid on an equal value basis would have better results. (Mounting 

criticism of aid programs in general casts some doubt on the latter assumpt~ 

The provision of convertible currency, for example, provides flexibility of 

action by the developing country but it does not guarantee efficiency in 

development programs.) 

From the above, it would seem fair to assume that agricultural product 

aid, by concessional sales or otherwise, has not been as efficient as direct 

cash equivalent aid. In addition, numerous weaknesses have been observed in 

the programs. Two important factors appear over-riding to these observations. 

yT. W. SChultz-,-,ïImpacts and Implications of Foreign Surplus Disposal on 
Underdeveloped Economies; Value of U.S. Farm Surpluses to Underdeveloped 
Countries", Journal of Farm Econorr:ics, December, 1960, p. 1023. 



First, for countries 'lith surpluses, the real costs of food aid to the donors 

may have been zero or neGative under the given political and economic condi- 

tians. It must be remembered that surpluses are a by-product of domestic 

programs, not foreign aid. wbile it may be speculated that the absence of 

disposal programs would result in adjustments providing more efficient re- 

source use, this is by no means certain. For example, there may be other 

factors such as industrial unemployment wh i.ch woul.d act as a barrier to y 
resource adjustment. Politically acceptable alternatives may be as costly 

as present programs, without including aid benefits. Second, developing 

nations continue to need food both to relieve emergency shortages and to 

assist in their economic and social development programs. Concessional sales 

have provided an acceptable means of meeting this need in the absence of 

other alternatives. 

The surpluses are a fact and the policies either exist or are being 

formulated to perpetuate their existance, on an even broader basis, in places 

such as Western Europe. Surpluses have represented an embarrassing burden in 

what appears to be at present an insoluble political situation. Furthermore, 

the world has with time developed a psychology of acceptance of the use of 

food as aid in economic development. It seems natural that this attitude 

should persist and even be strengthened in the future, given the adjustment 

problems of agriculture associated with the excess food production in the 

more advanced countries, and the spectre of half of the world's population 

being undernourished. 

y Walton J. Anderson, Canadian Wheat in Relation to the World's Food 
Production and Distribution, Sponsored by Alberta ~~eat Pool, Manitoba 
Pool Elevators, Saskatchewan \\'heat Pool, Nodern Press, Saskatoon, 
Sask., 1964, p. 43. 
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VI- THE ROLE OF NON-COlIjjv}ERCIAL SAŒS IN MARKJ:t:T DEVl:!:LOPJVJENT 

Aside from their role in economic development, non-commercial bilateral 

food aid programs have tended to be market expanding. This has resulted from 

built in programs designed to use generated funds to advertise and carry out 

market expansion. It resulted, also, from changes in diets through distribu- 

tion of different foods and from association with a particUlar type of food 

from a given contributor. Finally, markets were expanded as result of the 

growth of incomes in the receiving country associated with development. 

Some of the market expansion, accruing to major donors such as the U.S., has 

occurred not as a result of gross market growth, but from source of origin 

transfers. 

Total U.S. agricultural exports approximately doubled between 1955 and 

1964, from $3.1 to over $6 billion. Commercial agricultural exports during 

this period rose from $2.3 to $4.5 billion. "Most of this expansion occurred 

in Japan and the industrial countries of Europe that had received large 
Ji 

quantities of food aid during the recovery period." These countries now 

receive almost no concessional sales products. other countries that were 

recipients of food aid and have expanded commercial purchases from the U.S. 

are Greece, Israel, Taiwan, Poland and Spain. For example, commercial sales 

to Spain increased from an average of $11 million per year 1955-57 to $78 

million for 1961-63 and in 1963 they reached $112 million. Increases were 

largely in products which were received as aid prior to 1962. Commercial 

sales to Israel increased from $8 million to $19 million for the same period 

and amounted to $24 million in 1963. Other countries have also shared in the 

expanded market in Israel. Again as with Spain, major increases have been in 

products as soybeans, oilseeds and feed grains, all used in aid programs. 

Ji Frank D. Barlow, Jr., and Susan A. Libbin. Op.cit. p. 7. 
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Up to 5 percent of foreign currencies obtained from the sale of surplus 

United States agricultural commodities under Title I are set aside for export 

market development work, but as of December, 1964, only about $56 million 

had been used. A recent report on market development and its impact on 

exports stated: '~he sharp increase in volume and value of commercial ex- 

ports since PL 480 and the market development program began is common to 

virtually all major U.s. agricultural export conunodities."l_! Feed grain 

flour 249 percent, poultry, hides and skins 400 percent, cotton 230 percent, 

commercial exports were up 398 percent over 1956, rice 222 percent, wheat and 

tobacco 19 percent, soybean and products 234 percent. 

Programs are focussed on dollar markets or those with potential. Tech- 

nical assistance is provided in processing and preparing foods, and mobile 

kitchens have helped to introduce wheat food in Pakistan, India and Japan. 

School lunch programs help to develop tastes. The growth and development of 

markets in Japan and Italy are classified as outstanding successes. 

Learn and Houck conducted a study of the market development projects y 
The program began in 1956 following Title I under PL 480 in West Germany. 

sales there. Market development projects have been conducted on cotton, 

poult~J, soybeans, wheat, lard and fruits and trade fair exhibits have been 

sponsored. Conclusions of the study were the following: 

(1) Market development has been worthwhile, has expanded 
sales and should be instituted as a permanent program. 

11 U.S. Foreign Agricultural Service, Foreign Agriculture Including Foreign 
Crops and Markets, USDA, Wash., January 18, 1965, p. 8 

Y Elmer W. Learn, and James P. Houck, Jr., An Evaluation of Market Develop 
ment proiects in West Germany, Urriv , of Minn. Agri. Exp. St.n , Bull. N.455, 
June, 19 1. 
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(2) The purposes and objectives of the program should be 
more clearly defined and coordinated with other pro 
grams. 

(3) There can be no formula for such projects and each 
product must be treated as unique. 

(4) There was lack of planning and market analysis. 

(5) Numerous administrative and resource problems exist. 
More well trained personnel are needed. 
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The Israel delegate at the June, 1965 meeting of the FAO Committee on 

Commodity Problems presented data illustrating changes in Israelis imports. 

In 1954, meat imports were 4,100 tons, whereas, in 1964, Israel made cash 

purchases of 2,800 tons from the U.S. and 10,500 from other free world coun- 

tries. Rice imports in 1954 were 300 tons from the U.S. and 3,700 from other 

countries, while in 1964, cash purchases for the U.S. exceeded 235,000 tons. 

Tobacco purchases rose from $195,000 from the U.S. and $535,000 from other 
11 

countries in 1954 to $315,000 and $2,150,000, respectively, in 1964. 

Proof as to whether the observation~ with respect to market promotion, 

are merely that of association rather than cause and effect, is difficult to 

obtain. The researcher or observer can rarely be sure that the results ob- 

served would not have occurred even without promotion. Nevertheless, there 

seems to be considerable evidence to indicate that the combined effects of 

programs for food distribution on a concessional basis and associated market 

development activities do produce beneficial results in terms of commercial 

market expansion. The direction of results are as would be expected, but the 

amount of the gain is difficult to predict. 

11 FAO Committee on Commodity Problems, Statement by Delegate for Israel, 
"Role of Title I Public Law 480 in Israeli s Economy". June 8, 1965. 



For countries such as Canada, there is strong argument for being invol- 

ved in market development activities in self defense against the massive pro- 

grams of the U.S. and other competitors. Exports of agricultural products 

are very important to Canada's economic welfare, amounting to one-third or 

more of the value of agricultural production. Indications are that while 

Canadian agricultural exports have been rising, the rate of growth is less 

than for the U.S., especially during the past 15 years. 

Many areas of the world are moving into stages of rapid development and 

demand for imported products is strone. Other countries with less potential 

to buy now can be expected to enter markets in the future. Studies indicate y 
that income elasticities of demand in developing countries are high. Con- 

sidering population growth and possibilities for economic development, there 

would appear to be extensive opportunities for market expansion in the 

future. To capitalize on this, it will undoubtedly be necessary to be 

involved, if not in aid projects, at least in some form of market development. 

activity. 

VII- CONCLUDING ~UUiKS 

There is a large and growing need for increased food supplies to improve 

nutritional levels and to aid in development. It is unlikely that the de- 

veloping nations will, in the near future, be able to meet these needs with- 

out help. They neither have the ability to produce the supplies themselves 

nor the exchange with which to purchase them in normal commercial channels. 

y For more details see Robert D. stevens, Elasticity of Food Consumption 
Associated with Changes in Income in Developing Countries, FAER No. 23, 
U.S. Economic Research Service, Wash., March, 1965, also FAO, Third 
World Food Survey, 1963. 
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Concessional sales and grants of agricultural commodities, surplus or 

otherwise, help to meet this need and contribute to development. That they 

lack the potential for efficiency in general that exists for aid in the form 

of cash is hardly to be disputed, if all costs are considered. But, with 

world needs for food placed largely in a humanitarian framework and with the 

problems of resource adjustment in agriculture of the developed countries, 

there seems little likelihood of major policy changes in the near future. 

If surpluses exist, and there are indications they will persist in the 

future, it would appear wise to use them for aid. They may thus perform the 

dual role of providing aid and assisting in developing future markets. This 

is not to imply that food aid should become a substitute for other available 

and needed forms of aid. 

There is need for closer ties between food aid and general aid programs. 

Planning should include food requirements and to whatever extent possible, 

resources should be used to obtain the most useful products at the least cost. 

In light of development needs, more emphasis should be placed on the require 

ments of aid and less on the need to eliminate surpluses. As indicated by the 

experience of the World Food Program, aid may be improved by including foods 

other than those traditionally in surplus. 

More research and planning needs to be done to assure maximum returns 

from aid irrespective of the source. Programs focussing on short run goals 

often are costly in terms of long run development. Resources may be wasted 

as result of lack of planning or the insistance on quick returns. There is 

need for appraisals of programs and methods to eliminate ineffective and 

wasteful projects. 

There should be increased emphasis on multilateral programs in an attenpt 

to improve development results and to avoid conflict of interest. A food 
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reserve should be maintained by an international agency to meet emergency 

needs, especially in densely populated areas. Multilateral programs involv 

ing both aid and food reserves provide the advantage of pooling and, there 

fore, the opportunity to use more types of commodities. They allow for 

greater flexibility since the dominating self interest of the donor country 

is removed. Greater coordination should be possible under multilateral 

programs. The most important aspect, however, is that they provide the 

means by which smaller countries can share in the burdens, responsibilities 

and returns associated with the programs. 

Because of the magnitude of the programs and interests of the partici 

pant~ bilateral arrangements can be expected to continue to dominate. 

Nevertheless, increased involvement of international organizations to help 

advise, plan and coordinate bilateral programs and to expand multilateral 

aid activities seems desirable. 

Finally, more emphasis should be placed on market development and im 

provement of trade conditions. Efforts should be made to improve the develop 

ing countries potential to substitute trade"for aid" as a means of obtain 

ing imported capital for development, whether food or otherwise. 
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THE RELATION OF DOMESTIC AGRICULTURAL POLICY 

TO INTERNATIONAL TRADE 

by 

John E. Floyd 
University of Washington 

The purposes of this paper are threefold: a) to examine the role of 

international trade in determining agricultural prices and incomes in 

Canada: b) to consider the feasibility and the implications for the domestic 

economy of alternative agricultural policies in the light of the effects of 

international markets on Canadian farm prices; and c) to delineate and 

a tte mpt to resolve the areas of conflict between international and agricul- 

tural policy objectives. These issues will be considered in turn. 

1. INTERNATIONAL TRADE AND CANADIAN AGRICULTURE 

International trade affects the agricultural sector of an economy in a 

number of ways. First, the economy as a whole gains from trade in that it 

can concentrate its production in products which it can produce relatively 

more cheaply than other countries and sell them for products which are 

relatively more costly to produce at home. To the extent that the whole 

economy gains, the agricultural sector may be better off. Second, since 

the prices of particular products of given quality are the same all over the 

world.!J and are determined by world demand and supply conditions, the 

existence of international trade plays an important role in determining the 
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prices of individual farm products relative to each other and to non-farm 

1/ Adjusted of course for transportation costs, the exchange rate and the 
effects of tariffs and direct controls. 



products. This, in turn, is a major factor determining the incomes of the 

resources which are specialized in the production of agricultural commodi 

ties .. !_! Third, the prices of agricultural relative to non-agricultural pro- 

ducts are determined not only by the world demand and supply conditions 

for the individual commodities, but, in addition, by the necessity that the 

international accounts be in equilibrium. Imports (expenditures abroad) 

must be equal to exports plus net capital inflows (receipts from the sale of 

goods and securities to foreigners). If imports exceed exports and net 

capital inflows, there will be a deficit in the balance of payments which 

must ultimately be corrected by a fall in the foreign price of the Canadian 

dollar.~/ This in turn will result in a rise within Canada of the prices of 

1/ 
Specialized resources are those which cannot or are unwilling to move 
from the production of one commodity or group of commodities to 
another, or which can do so only by taking a lower wage or rental. 

2/ 
In the short-run, a deficit in the balance of payments can be offset by 
the sale of gold and foreign exchange by the monetary authorities. 
This policy can only continue as long as foreign exchange reserves 
last. Then one or more of three things must be done. A deflationary 
monetary and fiscal policy, which reduces the level of domestic 
income and imports, can be followed. Alternatively, direct controls 
can be applied to imports. Or, finally, the foreign price of dome stic 
currency can be reduced or allowed to decline. The first of these 
methods is objectionable on the grounds that it creates unemployment 
while the second eliminates some of the gain from trade. Exchange 
depreciation is the only method by which it is possible to simultane 
ously maintain full employment, get the maximum gain from trade, and 
maintain balance of payments equilibrium. 
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A major concern of this paper is with the second of these considera- 

internationally traded goods relative to the prices of goods and services 

which do not enter into international trade . .!../ 

tions. Let us analyse first the situation with respect to products that enter 

into trade primarily as exports. ~/ The ability of a country like Canada to 

influence the prices it receives for its exports depends on its ability to 

producer of wheat in the world, a 10% reduction in the amount she supplies 

influence world demand and supply conditions. If Canada were the only 

would reduce the world supply by 100/0 and would raise the world price and 

the price received for Canadian exports substantially, say, by 20 to 30 

percent. In fact, however, Canada supplies less than 10% of world pro- 

d . 3/ uchon.- A reduction in Canadian sales of ID% would therefore reduce 

world supply by less than 1% and might, as a consequence, raise the world 

price by less than 2 or 3 percent. Of course, if the United States also re- 

duced its sales, the two countries together would be able to bring about a 

somewhat greater increase in the price. However, it is clear that the 

capacity of any small country to influence the prices it receives for its 

1/ If exports plus net capital inflows exceed imports there will be a sur 
plus in the balance of payments, an appreciation of the Canadian dollar 
will be required, and the prices of internationally traded goods will 
fall relative to the prices of untraded goods. 

2/ 
This group of commodities includes wheat, oats, barley, rye, flaxseed, 
buckwheat, field roots, calves, evaporated whole-milk and skim milk 
powder, maple products, and tobacco. 

3/ Actually Canada supplies only 7-8 percent of free world production and 
some 5% of world production, based on 1960-62 figures. 
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exports of agricultural products by government policy is severely limited 

unless it produces or forms a combine with nations which produce a large 

share of the wo r ld supply}/ This I belive is a fundamental fact of life for 

Canadian agriculture. Wheat is one product for which Canada is an impor- 

tant world producer. Yet, even in this case she has, by herself, a rela- 

tively small influence on the price she receives in world markets. For 

most exports, Canada's share in world supply is extremely small as is her 

influence on the world price.Y 
There is a remote possibility that, for certain specialty products, 

Canada could influence her export pr rc e s on the demand side. Although 

world demand for the product cannot be increased, it may be possible to 

induce a preference for Canada's ver sion of the product by brand promotion, 

and thereby induce foreign consumers to pay a slightly higher price for it. 

Since the Canadian and foreign versions of the product are still likely to be 

very good substitutes for each other in consumption the possibilities of ob- 

taining substantial price increases from this type of activity are limited. 

In none of the products which enter into trade both as exports and 

1/ The only way in which a group of nations, prlclng as a combine, are 
able to raise the price is by together reducing the world supply going 
on the market. This involves a multi-nation accumulation of surpluses, 
or multi-nation restrictions on production. 

2/ Canada's exports, as a percent of free world production, were 20% 
for flax, 1.5% for oats, and around 5% for barley during 1960-62. 
For practically all other products the shares of Canadian production 
in the total market are much smaller. 
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countries, or because domestic production exceeds consumption in certain 

imports . .!.! doe s Canada pr oduce a significant shar e of the world supply. Not 

only are the prices at which she sells determined almost completely by 

forces outside her control, but the prices at which she buys are similarly 

beyond her influence. The buying and selling prices may, of course, differ 

because the exports of the product are of a different grade and price than 

the imports, because transportation costs across the country are greater 

than the costs of transportation between the various regions and neighboring 

seasons and falls short of it during others. 

Certain products may be neither exported nor imported~/ because 

domestic production and consumption are equalized at prices within the 

range of transportation costs or because high domestic prices do not per- 

mit exports and government restrictions (which may be responsible for the 

high prices) prevent imports. The fact that a product is neither exported 

nor imported does not imply that international trade has no implications 
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with regard to setting its price. Since Canadian production is a small 

fraction of world output, the government cannot, in the absence of import 

controls, raise the price above the world price plus transport costs without 

incurring a large volume of imports. 

1/ Products falling into this category are dry peas, and beans, soybeans, 
clover and grass seeds, potatoes, cattle, hogs, wool, sheep and lambs, 
cheese, apples and some fruits, and honey. 

2/ Included among these products are hay, clover and butter. 



One must conclude from the above analysis that the prices paid and 

received by Canada for agricultural products which enter into trade are 

determined by forces for the most part beyond her control. In the absence 

of interference by the Canadian government, these would be the prices re 

ceived by domestic producers of agricultural products. Under such circum 

stances, the producer prices of farm products would be higher relative to 

the domestic prices of non-farm products, the higher the world demand 

for farm commodities, the lower the world supply, and the lower the price 

of the Canadian dollar in terms of foreign currency. To the extent that 

foreign governments subsidize the production of agricultural commodities 

and allow the additional output to go on the market, the world supply will 
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be increased and Canadian prices will be lower. 

II. IMPLICATIONS FOR ALTERNATIVE AGRICULTURAL POLICIES 

I now turn to an examination of alternative agricultural policies in 

the light of the above situation. These policies fall into two broad groups: 

those which involve direct interference in the pricing process, and those 

which affect prices unly indirectly, if at all. The first group includes 

price stabilization and price support policies as well as export promotion. 

The second group includes research and extension and various types of 

direct assistance to farmers. The latter group will be discussed first. 

Non-Price Policies 

The essential feature of these policies is that they affect agricultural 

prices and trade in agricultural products only indirectly. However, 



international trade may have implications with respect to the domestic 

effects of such policies, as is the case with research and extension 

activities. The availability and use of new techniques and better varieties 

of seed and equipment enables farmers to produce the same output at lower 

cost per unit, or more output at the same cost per unit. It is widely be 

lieved that, because of the low price elasticity of demand for farm products, 

such productivity changes are passed on to consumers almost entirely, 

with the results that the immobile resources in agriculture receive less 

than before the productivity change, and the mobile resources are forced 

to move to non+a g r i c ul tur a l occupations. For the world as a whole, this 

is undoubtedly true. Witness the decline in the world price of wheat 

relative to the prices of non-agricultural products during the past fifteen 

years. But it does not follow from this that expenditures of the government 

for research and extension services make the income positions of the 

resources in Canadian agriculture worse. For most products which enter 

into world trade, Canada produces such a small share of world supply that 

a relatively large expansion of Canadian production would bring about little 

decline in the world price. Thus, a productivity change which enabled given 

resources to produce more output would have the effect of increasing farm 

income and the returns to these resources. Of course, if productivity 

changes in other countries, the gains would be passed on to consumers. 

However, in this case, the world price and Canadian export prices would 

fall whether or not there is any productivity change in Canadian agriculture. 

So for export products, Canadian farmer s have everything to gain by 
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vigorous research and extension programs on the part of their government. 

This is not necessarily true for products which do not enter into world 

trade, either by reason of high transport costs or import restrictions. As 

long as the Canadian price exceeds the world price less transport costs, 

increases in domestic output resulting from productivity change will drive 

down the domestic price, passing on much of the gain to consumers. 

Research and extension activities have an indirect effect on international 

trade in agricultural products in that the increased Canadian productivity 

results in increased exports or reduced imports. 

Direct assistance policies can be regarded as payments to farmers 

which are independent of the level of output and do not therefore directly 

affect production incentives. Examples would be the P. F. R. A. and 

P.F.A.A. payments, payments under the Maritime Marshland Rehabili 

tation Act, the wheat grant and acreage payments to western grain pro 

ducers, and compensation to producers resulting from losses on account of 

disease. Such policies will indirectly affect production and exports and 

imports by increasing the resources in the hands of farmers (e. g. 

P. F. R.A.) or by making it somewhat less profitable for individuals to 
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migrate out of agriculture. 

Price Policies 

The distinguishing characteristic or price policies is that, through 

a manipulation of prices paid to farmers, they act as a direct incentive to 

increased production. Higher prices for a group of agricultural products 

encourage the introduction of more labor, capital equipment and fertilizer 



into the production of these products and into agriculture as a whole. The 

result is an expansion of output. 

The value of export promotion activities to agriculture depends upon 

their ability to generate higher prices to farmers for agricultural exports. 

Higher prices can be brought about either by increasing the prices 

foreigners pay for Canadian exports or by increasing the fraction of the 

f. o. b. prices that goes to farmers and reducing the fraction that goes to 

middlemen. Because Canada produces a very small share of the world 

supply of most of her export products, any attempt to increase Canadian 

sales by increasing the total world demand through promotion activities is 

likely to be futile. It might be possible to increase the fraction of world 

demand going to Canada by attempting to create brand preference, but, 

since Canadian and foreign versions of most products, given their quality, 

are likely to be very good substitutes in consumption, it would be hard to 

induce foreigners to pay very much of a premium for Canadian products. 

At given prices on the export markets, the price to the farmer will be 

increased to the extent that the government provides free some of the 

services otherwise provided by middlemen at a cost to the producer. 

Examples would be such services as disseminating information, acquainting 

potential buyers with the products, and extending credit. Unless producers 

are charged with the costs of conducting this type of activity, such a policy 

is really a disguised subsidy on exports. 

The purpose of price supports is to raise the prices received by 

farmers for agricultural products, and as a consequence, the incomes of 
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of the resources in agriculture. One method of doing this is to restrict the 

supply of agricultural products, by some form of output control, forcing 

prices up. As a general policy, this is not likely to be suitable in the 

Canadian context. The prices of farm products which enter into trade are 

determined on the world market, and variations in Canadian supply are not 

likely to have much effect on world prices.!_1 For products which are not 

traded, the prices received by farmers can be increased by restricting the 

supply, as has been done for example in the fluid milk market. Where 

domestic prices are raised above the international levels import controls 
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are necessary to prevent foreigners from selling in Canada under the 

higher prices. 

In cases where imports exceed exports, an effective way of raising 

the domestic price is through tariffs and import restrictions. The reduction 

in imports lowers the domestic supply and forces up the price. Some of the 

decline in supply on account of reduced imports will be offset by an increase 

in domestic production resulting from the higher price. Exports of the pro- 

duct will be lost but domestic production will be substituted for a part of the 

import surplus. 

Another alternative is for the government to offer to purchase 

domestic production at some support price higher than the market price. 

The result is the accumulation of surpluses since the higher price reduces 

II Attempts by cooperative producer marketing boards in the separate pro 
vinces to raise prices by holding supplies off the market have not been 
successful because these groups do not supply a sufficient amount of the 
total output to have much effect on the price. 
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the amount consumed and increases the amount produced. For products 

which enter into trade primarily as exports the accumulation of surpluses 

is likely to be very large if prices are supported substantially above the 

free market level..!./ If imports, where they exist, are maintained at their 

initial levels by direct controls or tariff arrangements, the government 

may well end up purchasing all exports. If imports are reduced by direct 

controls, and domestic production substituted for them, the required 

government purchases would be smaller. However the government would 

still have to purchase any surplus of exports over imports. The govern- 

ment has two relevant alternatives with respect to disposal of such sur- 

pluses. One alternative would be to give or sell them at bargain prices to 

underdeveloped countries with low nutrition levels. Another alternative 

would be to sell them on the world market in normal commercial channels. 

An appropriate method of supporting the prices of farm products in 

the Canadian context is the deficiency payment approach. Under this 

method, the government sets a support price above the free market level 

and pays the farmer the excess of the support price over the market price. 

In the case of major export products like wheat, ~/ the higher price to pro- 

ducers would stimulate increased production which, when placed on the 

market, would drive the world and export price below the initial, pre- 

support level. This has two implications. First, to the extent that export 

1/ A pertinent example is the rather serious stock situation in hogs and 
eggs which confronted the Agricultural Stabilization Boards during 1958- 
59. 
Also oats, barley and flax. 2/ 
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prices fall, the Canadian government is subsidizing foreign consumers of 

wheat. Second, the fall in the world price makes the cost to the govern- 

ment of maintaining a given price to the producer greater. For example, 

in order to achieve a 10% increase in the price to the producer, it might be 

necessary to pay a deficiency payment of 20% of the price to the producer. 

Of the payment of 200/0 of the producer price, two-thirds might go as a sub 

sidy to Canadian farmers, and one-third might take the form of a subsidy 

to consumers of wheat, the bulk of whom are foreign .. !_! For most other 

export products, Canadian sale s would not have an important influence 

of the world market price and the governmental expenditure would go 

mostly to the Canadian producer, the reduction in the price to the foreign 

consumer being insignificant. 

Deficiency payments are also appropriate for products for which 

imports exceed exports. The deficiency payment is, in this context, a 

direct subsidy on domestic production which causes domestic output to ex- 

pand at the expense of imports. Thus, the results are virtually the same as 

in the case of tariffs or direct controls on imports. The only difference is 

that.the subsidy under deficiency payments is paid by the taxpayer whereas, 

under import restrictive devices, the subsidy is paid by the consumer of 

the product. Since low income consumers spend a greater fraction of their 

income on food than high income consumers, deficiency payments are 

1/ This is an illustrative example and not a prediction. 



Considerable discussion has gone on in Canada concerning the 

likely to result in more equality in the distribution of income than tariffs 

or direct controls. 

Another deficiency payment alternative is to give payments on some 

maximum output per farm.I./ This tends to give proportionally greater 

assistance to small as compared with large farmers and involves produc- 

tion incentives only for those farmers who produce less than the designated 

maximum output. However increased production and increased exports 

would still occur. 

merits of a two price system for products which enter into international 

trade primarily as exports. One can envisage two alternative ways in 

Limits on the quantity of output of certain products for which any 
farmer could receive deficiency payments under the Agricultural 
Stabilization Act were established in 1960. 

which such a system can be applied. The first would be a deficiency pay- 

ment approach where consumer s are charged the support price rather than 

the market price, and the deficiency payment is paid only on exports. The 

difference between this and a straight deficiency payment is that a part of 

the subsidy to producers is paid by the consumer of the product instead of 

by the government or the taxpayer. This is equivalent to a policy of pur- 

chasing surpluses and dumping them in the export market at the world 

price. A second alternative would be to have no deficiency payments at all 

but raise the price to the domestic consumer and let the price received by 

farmers for exports remain at the world market level. The receipts from 
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the sale of the product on both the domestic and the export markets would 

be pooled and some average price paid to farmers. This policy places the 

entire cost of the program on the domestic consumer. It has no advantages 

over a deficiency payment from the point of view of the farmer. For 

example, if 250/0 of production is consumed domestically and the price to 

the consumer is raised by 40%, the result would be very roughly equivalent 

to a deficiency payment which raised the price to the producer by 10% . .!..1 

If one desires more equality in the distribution of income, a two price 

system is clearly inferior to deficiency payments since the costs in the 

former are borne to a greater extent by the low income groups. A two 

price system results in a greater quantity of subsidized exports at given 

producer prices than straight deficiency payments since the reduction in 

domestic consumption resulting from the higher price to consumers must 
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be exported. 

It is not possible in a few pages to give a complete enumeration and 

discussion of all the combinations of price support methods which have been 

used in the past. Policy makers have used a great deal of ingenuity in this 

direction. For example, the current dairy policy is in effect a three price 

system -- one price for the producer, one for the domestic consumer, and 

a third price on the export market. While the price to the producer for 

II This example assumes that the world price is unaffected by the volume 
of Canadian exports of the product in question. 
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domestic output is presumed to be supported at $3.50 per hundredweight, 

the actual support level on domestic output is less since the costs of dump 

ing surpluses on the foreign market are deducted from the deficiency pay 

ments on domestic production. It would appear that much of the complexity 

of the policy could be avoided, with its effects remaining substantially the 

same, if a somewhat lower support price were maintained and a lower 

deficiency payment made on all output rather than just domestic production. 

The function of price stabilization policy is to prevent large swings 

in prices to producers while maintaining average producer prices close to 

long-run equilibrium levels. Policies of this type have been carried out in 

Canada during the post-war period by various combinations of price support 

techniques. If prices tend to be supported during periods of low market 

prices with no attempt to level off prices in high price periods, these 

policies have the effect of maintaining somewhat higher average prices to 

producers than would otherwise occur. Under these circumstances such a 

program should be regarded as a price support as well as a price stabiliza 

tion policy. 

One aspect of Canadian price policy which has received considerable 

recent attention is the policy of subsidizing the movement of feed grains 

from the Prairie Provinces to eastern and western points. This differs 

from other price support programs in that its major effect is probably not 

to raise the overall level of farm prices and output , but rather to shift 

livestock production from the prairies to other areas and feed grain 
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d . . h . di . 1/ pro uc tron in t e oppo s ite i r ec ti onv-- 

III. CONFLICTS WITH INTERNATIONAL POLICY OBJECTIVES 

Before turning to a discussion of international policy objectives, and 

the conflicts of agricultural policy with them, it is necessary to give some 

attention to the objectives of economic policy generally. Fundamentally, 

there are two basic objectives of economic policy -- first, efficiency, to 

ensure that the economy produces the maximum amount of goods and 

services possible, and second, distribution, to ensure that the goods and 

services so produced are equitably distributed among the members of 

society. Considered in its widest sense, the notion of equitable distribution 

might involve the distribution of goods and services to "needy" foreigners 

as well as among individuals within the domestic economy}:..! Most of the 

1/ This is not to argue that the policy would have no effect on the overall 
level of farm prices. A much more careful analysis of this program 
is being done by the Agricultural Economics Research Council. 

2/ 
An additional objective of economic policy might be to ensure that the 
consumption pattern of the members of the community meet certain 
standards regarded as ethical. For example, the consumption of 
narcotics is prohibited, and the consumption of certain welfare ser 
vices, old age pensions, medicare, e tc , , is ensured. By inducing the 
community to save a larger fraction of income than it would otherwise 
choose, a set of norms with respect to the socially desirable rate of 
growth might similarly be imposed. Other issues involved in discus 
sions about economic growth can be regarded as questions of efficiency. 
Efficient resource use not only implies that, given the tastes of the 
community, the maximum output of current goods and services should 
be obtained from the resources devoted to current consumption, but 
that the savings of the society should be allocated to those investments 
which result in the maximum amount of future goods. Some might 
argue that a further objective of economic policy is the provision of 
economic security for members of the community against adverse 
forces beyond their control. I treat this as another aspect of 
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problems of economic policy result from two basic facts. First, problems 

almost entirely upon value judgments. Every government action (including 

result from the fact that the objectives of efficiency and equitable distri- 

bution sometimes conflict, making it necessary to choose between them. 

Second, problems result from the fact that what is "equitable" depends 

as a special case, no action at all) helps some individuals and hurts others. 

The basic choices as to who should be helped and who should sacrifice, and 

as to the reduction in economic efficiency that should be tolerated in order 

to make appropriate redistributions of income, are choices which must 

ultimately be made by the community at large through its political system. 

_ The remainder of this paper is devoted to a delineation of the nature of 

the choices that have to be made with respect to agricultural and inter- 

national economic policy, and the issues involved in making them. 

The underlying goals of international economic policy appear to include 

specialization; second, to raise the level of income in the poorer nations of 

the world; and third, to maintain equilibrium in the balance of payments .. !'_1 

the following; fir s t, to obtain the maximum gain fr om inte rna tional 

2/ (Continued from Page 16) distribution - - the provision against the ad 
verse distribution effects of economic change. Other "political" 
objectives of economic policy such as maintaining the nation's political 
and cultural independence, and the protection of its international 
interests are also ignored, except for discussion in a subsequent 
footnote. 

1/ 
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One important objective of Canadian economic policy - - that of main 
taining the country's political and cultural independence from the 
United States -- has been ignored. While this essentially political 
objective does have some implications with respect to international 
trade policy, it is of little significance for agricultural policy or for 
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The first is essentially an efficiency objective although it implies that the 

community is willing to allow important distribution effects resulting from 

the elimination of existing tariffs. The extent that Canada can concentrate 

her resources in the production of goods and services which can be pro- 

duced most cheaply with the Canadian resource base, and export them in 

return for goods which can only be produced in Canada at a cost in excess 

of the foreign price, the overall level of real income in the country will be 
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higher. It is also true, however, that the resources specific to the import 

competing industries will be hurt by a move toward free trade, although to 

a lesser extent than the rest of the economy will gain. The second objective, 

that of raising per capita incomes in the underdeveloped world, is pr i- 

marily a distribution objective, while the objective of maintaining balance 

1/ (Continued from Page 17) the areas of trade policy that might 
conflict with agricultural policy. The country may well be able to 
isolate itself culturally by prohibiting or restricting the imports of 
those products of cultural significance such as magazines and T. V. 
programs. However, the vast majority of imports or potential 
imports such as agricultural and manufactured products have no 
cultural significance since the items are similar or the same whether 
they are produced domestically or imported. There exists a belief 
among many Canadians that the ownership and control of Canadian 
firms by U. S. residents threatens the political independence of 
Canada. Even if this belief is justified, the only implication is that the 
nature of capital inflows from the U. S. should be altered by govern 
ment policy and that, possibly, the inflows should be reduced. Should 
a reduction of capital inflows occur, the result would be a balance of 
payments deficit which would in turn make necessary a reduction in 
the price of the Canadian dollar in terms of the U. S. dollar. This is 
purely a technical adjustment which has no implications with respect 
to the kind of agricultural policy, or tariff policy which should be 
followed. 



of payments equilibrium is largely technical although it does have implica 

tions with respect to efficiency and distribution.}:_1 

Agricultural policies do not conflict with a policy of maximizing the 

gain from trade unless they in some fashion disturb the pattern of trade 

that would result from pricing in accordance with long-run supply and 

demand forces. The agricultural policies which do this to an important 

extent are those that involve government manipulation of the prices of farm 

products. As was indicated earlier, every price support policy involves 

either a government induced reduction of imports or a government subsidy 

on exports unless the commodity involved is one which, because of high 

transport costs, would not be traded in any event.'!:..1 As a result of 

II The use of exchange rate variation in maintaining balance of payments 
equilibrium enables the maximum efficiency of resource use. Although 
exchange rate appreciation tends to redistribute income from the pro 
ducers of internationally traded goods to producers of untraded goods 
while depreciation does the opposite, it is difficult for any group to 
argue that they will be hurt in the long-run from such a policy since 
both appreciation and depreciation are likely to occur over a period of 
years. The use of direct controls to maintain balance of payments 
equilibrium involves a loss of the gains from trade since direct con 
trols over imports channel resources into the production of goods for 
which the country is at a cost disadvantage. Direct controls redis 
tribute income to the resources in the import competing goods indus 
tries when the controls are established and away from the resources 
in these industries when the controls are removed. The use of inflation 
to remove balance of payments surpluses redistributes income from 
creditors to debtors, while the elimination of deficits by deflation 
wastes resources by creating unemployment and puts much of the cost 
of this inefficiency upon the unemployed themselves. 

21 The fact that a product is not currently traded does not mean that it 
would not be traded in the absence of government interference. 
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restrictions on imports, resources are maintained in the production of im- 

port competing goods which could be obtained abroad at less cost by using 

the resources to produce an export good and trading for them. Through 

subsidization of exports, resources are being used to produce additional 

exports at a cost of production which exceeds the value of these goods to 

the country on the export market. Such interference in international 

markets also would have an indirect cost in that it prevents Canada from 

obtaining tariff reductions from foreign buyers. To the extent that such 

tariff reductions would result in higher prices for Canadian exports or 

lower prices for imports, it is in the interest of the country to obtain them. 

And it is difficult for Canada to persuade others to do something she is un 

willin:g to do herself. One gets the impression from the popular discussion 

in Canada that there exists a widespread belief that an increase in exports 

is in itself good, and that an increase in imports is good only to the extent 

that it is necessary to make concessions on the import side in order to 

export more. 1£ efficient use of Canadian resources is desired, this belief 

is almost completely wrong. The country gains from additional exports 

only if it can produce these goods at a cost of production which is at or be 

low the world market price. For the products relevant to this discussion, 

it will pay producers to produce and export commodities to the same extent 

as it will pay the country as a whole. This is because all costs associated 

with producing the goods must be covered by producers and all gains to the 

economy as a whole from the sale of the product will accrue to producers. 

Expansion of exports beyond the profitable point as a result of direct or 
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indirect export subsidies wastes resources since it costs more to produce 

the goods than the country can sell them for. Similarly, there is no gain 

from contracting imports and replacing them with domestic production un- 

less it costs more to obtain these goods on the world market than to produce 

them at home. Indeed, to the extent that Canada can replace high cost 

domestic production with lower cost imports by reducing tariffs, it is in her 

interest to do so even without any concessions on the export side by foreign 

governments. With respect to exports, one frequently encounters the argu- 

ment that Canadian agricultural exports should be subsidized in order to 

make it unnecessary for farmers to have to "compete with national 

treasuries." Without denying the fact that foreign export subsidies hurt 

Canadian farmers, it should be pointed out that Canada can only lose by 

countering these foreign policies with an export subsidy program of her own. 

It does not pay the country to produce products at a cost in excess of the 

world market price, regardless of how this price is determined .. .!:_! Such 

a policy is tantamount to giving goods away. Canada should not give goods 

away just because other countries are willing to do so. In recognition of 

the gains from efficient resource use on the one hand, and the desire of the 

community to compensate farmers for "inequities" resulting from foreign 

export subsidie s on the other, Canadian policy maker s could well afford to 

devote considerable ingenuity to devising politically acceptable methods of 

1/ This does not imply that the Canadian Government should not try to get 
the highest price possible for exports (and the lowest possible price for 
imports). 
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compensating faz rne r s without, at the same time, giving goods away. Such 

compensation would have to take a form which would not directly affect pro- 

d .. . 1/ uchon i nc errti.v e s i-ï- 

Certain kinds of price stabilization policy may also interfere with 

the trade pattern. Short-term restrictions on imports as well as policies 

of maintaining prices temporarily by government purchases will have this 

effect. Deficiency payments in particular periods not announced in advance 

will not disturb the pattern of trade since they will leave domestic c on sump- 

tian and production unaffected. However, to the extent that deficiency pay- 

ments are made in adverse years but no equivalent tax is levied on pro- 

ducers in good years, the average price to producers will be higher, pro- 

duction will be greater, and some disturbance of the pattern of trade will 

result. 

Agricultural policies do not interfere with foreign aid objectives uri - 

less they have the effect of preventing the aid from taking a form which will 

be most conducive to long-run increases in incomes in the poorer areas of 

the world. Economists do not have a satisfactory answer to the question of 

why some countries experience rising per capita income while others do not. 

Nor are they certain about the way in which per capita incomes in the less 

developed areas can be increased. However, it is apparent that long-term 

gifts of food are not likely to be one of the more effective ways of raising 

1/ Preferably, such compensation methods would not affect production 
incentives at all, but this is too much to ask. 



per capita income in these countries . .!_/ In such countries, population tends 

to expand to the point where diets are at a minimum level of nutrition. An 

increase in the food supply or a direct gift of money thus tends to increase 

population rather than the level of nutrition. The use of underdeveloped 

countries as a dumping ground for surplus agricultural production is there- 

fore not likely to improve their per capita incomes as much as alternative 

forms of aid .. Y 
Agricultural policies can interfere with the maintenance of balance 

of payments equilibrium to the extent that a preoccupation with agricultural 

interests rules out certain methods of adjustment. For example, it would 

be in the interest of agriculture to keep the currency undervalued, thereby 

maintaining the prices of farm products in Canadian dollar s artificially 

high. The result would be a surplus in the balance of payments which can 

only be removed by allowing the internal price level to rise through an ex- 

pansionary monetary policy. This would, of course, wipe out agriculture's 

advantage since the prices which would rise would be those of untraded 

goods, farm prices being determined on the international market. The only 

alternative to inflation would be a perpetual accumulation of foreign ex- 

change by the Exchange Equalization Fund. This involves a perpetual low 

1/ Gifts of food in times of disaster are excluded from the argument. 

2/ It is not entirely clear what alternative forms aid should take. However, 
literacy programs, technical training, and investment in roads and 
other social overhead capital would appear to be more effective in rais 
ing incomes in the long-run than gifts of food. 
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· 1 t fo r e i 1/ mterest oan 0 o r ergne r s v-; 

Another area of conflict, or perhaps more correctly confusion, be- 

tween agricultural policy and balance of payments policy arises out of the 

political reluctance of governments to devalue or appreciate their currencies 

in foreign markets. Given this reluctance, it is easy to fall into the trap 

of evaluating internal policies in terms of the degree to which they improve 

the balànce of payments. Increased exports thus become good for the 

economy, and increased imports bad. For example, it is currently popular 

to laud wheat sales to Communist China on the grounds that they improve 

the balance of payments situation. The main advantage to the country, how- 

ever, of the wheat deals with Communist countries is that they enable 

Canada to sell wheat at a higher price than she would otherwise be able to. 

The higher price, of course, makes it profitable for farmers (and the 

economy as a whole) to produce more wheat than they otherwise would. The 

fact that it makes it less likely that the Canadian Government will have to 

make a difficult decision to devalue the dollar is at best a minor fringe bene- 

fit. Indeed, it may be a fringe cost since increased exports makes it more 

likely that in the future the dollar will have to be appreciated. The situation 

where the tendency to evaluate policies in terms of their balance of payments 

effects really gets one into trouble occurs when, through developments in 

the foreign market, the exports of wheat or a whole group of products 

1/ Another alternative would be to remove tariffs and other direct controls. 
To the extent that this is desirable, it should be done anyway. 

330 



decline. Then one tends to encounter the argument that the government 

should subsidize, say wheat exports, in order to protect the balance of 

payments. The result is waste and inefficiency since resources will then be 

used to produce additional wheat at a cost in excess of what the country can 

obtain for it on the world market. A policy which is much more wasteful, 

and which has more drastic political implications, is deflationary monetary 

and fiscal policy, often referred to by the words "austerity" and "belt 

tightening". Imports are reduced and balance of payments equilibrium is 

maintained by reducing the level of employment and income. It is certainly 

less costly in terms of resource use to let the exchange rate perform the 

function of maintaining balance of payments equilibrium. 

In concluding this section it should be emphasized that there are 

many areas of current Canadian agricultural policy which involve only 

minor conflicts with international policy objectives. The major conflicts 

arise with respect to price support policy, of which Canada has to this date 

made rather limited but increasing use. 

IV. THE GOALS OF AGRICULTURAL POLICY: RECONCILIATION 

WITH TRADE POLICY OBJECTIVES 

In line with the classification of policy goals outlined earlier in the 

paper, it is useful to evaluate some of the current and proposed policies in 

terms of the twin goals of maximum efficiency and equitable distribution. 

Setting distribution considerations aside for the moment, it is possible to 

defend a. number of the current agricultural policies on the grounds that they 

increase the efficiency of resource use in Canada. Research and extension 
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policies can be' defended on these grounds as long as the resulting produc 

tivity change brings about sufficiently higher returns to the resources to 

cover the costs to the government of these activities. Certainly most 

economists would agree that there are substantial gains to the economy as a 

whole from research and extension activities. In a free enterprise environ 

ment, it will never pay private individuals to conduct these activities be 

cause it is difficult if not impossible for them to collect a fee for their 

services. New ideas, once they are known become freely available to every 

one. For example, if an extension agent shows a new technique to a farmer 

for a fee, there is nothing to stop neighboring farmers from copying the 

technique, and the agent can never collect the full value to society of his 

advice. The broad area of policy which involves the education and retrain 

ing of rural people and the implied subsidization of migration off farms is 

also, I believe, quite defensible on efficiency grounds. A number of 

economists have convincingly argued that the rates of return on investments 

in human capital are high. While economists by no means fully understand 

the forces which lead people to develop human skills, there is certainly 

little evidence to suggest that the market place leads to an efficient allo- 

cation of resources in this area. To the extent that improved allocation of 

resources can be achieved with respect to investment in humans, a higher 

and more optimum rate of economic growth will result. The Agricultural 

Rehabilitation and Development Act can provide an appropriate framework 

for this type of policy. 

A number of direct assistance policies, such as acreage payments to 

332 



grain producers and P, F,A,A, are practically neutral with respect to their' 

effects on resource use. Others may be somewhat difficult to defend in 

terms of an efficiency argument. At a time when the prices of agricultural 

products are declining, and can reasonably be expected to decline in the 

future, the prospective returns to the economy as a whole from the rede 

velopment of sub-marginal land and the construction of irrigation and 

drainage facilities would not appear to be large. Moreover, given govern 

ment aid in providing an appropriate legal framework, there would appear 

to be nothing to prevent private individuals or unsubsidized cooperatives 

from buying up marginal land and developing pastures for their own use or 

for rent to their neighbors. The fact that subsidies are necessary to bring 

about these improvements suggests that for many projects the costs in 

volved may fall somewhat short of the returns. 

Those policies which involve the manipulation of prices almost in 

variably result in a misallocation of resources. For example, feed freight 

assistance results in the provision of feed to eastern and far western live 

stock producers at a price below the real resource cost of getting it there. 

The result is an expansion of livestock production in these areas to a point 

where the cost to the economy of producing the additional output is greater 

than the price consumers are willing to pay. An exception results in the 

case of some price stabilization policies where the government has more 

information about the future trend of prices than private producers. In this 

situation, stabilization policy can lead to an improvement of efficiency 

since an important resource, namely information, is being more fully 

333 

L-_____________________________________________________________________________ ----- 



1 
utilized. Policies which have the effect of raising prices above their long 

run equilibrium levels nearly always waste resources. Without limiting 

the generality of my remarks, the dairy policy can be used as an illustration 

There can be little doubt that deficiency payments on the output of manufac 

turing milk consumed domestically (or on any portion of output), will lead to 

an increased supply of manufacturing milk. Farmers who were about to 

leave agriculture will remain. Investments in equipment that would not be 

profitable at lower prices will now be undertaken. It is more feasible for 

farmers contemplating changes in their production plans to shift toward 

milk production and away from the production of other commodities. With 

out the increase in prices, this increase in supply would not occur. Yet, it 

is clear that consumers, either domestic or foreign, do not desire an in 

crease in the output of Canadian manufacturing milk, or they would spend 

more on the products which are derived from it. The result is the use of 

resources to produce output additions which are worth less to the economy 

than the cost of producing them. 

While there is plenty of room for criticism of Canadian agricultural 

policies in terms of their bad resource allocation effects, it should be 

pointed out that the Canadian record is very good on this score when a com 

parison is made with the policies of other countries, particularly the United 

States. This is because Canada has not, at least until recently, engaged in 

substantial ~ facto price support activities. 

Now let us set efficiency considerations aside, and look at agricul 

tural policy from the point of view of distribution. In many respects, 
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distribution considerations have been the major motivating force behind 

agricultural policy not only in Canada but in other countries as well. 

Whether or not the distribution effects of a policy are desirable depends 

upon whether the policy redistributes income in the direction in which 

society wants to redistribute it. The way in which income ought to be 

distributed depends ultimately on the value judgments of the community. It 

is therefore useful to explore the consistency of the various policies with 

alternative sets of value judgments which the community, or members of it, 

might have. 

The general distribution goals of agricultural policy tend to be 

categorized by the cliché "fair share of the national income." What can one 

interpret this to mean? Presumably, individuals in agriculture get less 

income than they deserve? But why do they deserve more than they get? 

One possible interpretation is that people should get paid in accordance with 

the contribution of the resources they own to the national welfare and that 

the resources in agriculture contribute in excess of what they get paid. It 

is difficult, however, to defend this argument with economic analysis. The 

prices received on the market for farm products, since they represent what 

consumers are willing to pay, are a reasonable indicator of the value the 

community places on additional production of these goods. It has been 

argued that agricultural products are worth more than indicated by prices 

received because of the effect on these prices of the limited number of 

buyers (or more correctly processors) and the possibility of collusion among 

them. While some lack of competition among buyers is undoubtedly present, 
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this could not account for the wide disparity between farm and non-farm 

per worker incomes, not only in Canada, but in other developed countries 

as well. Nor could it account for the general declines in the prices of 

farm relative to non-farm products which have taken place in recent years. 

The relative declines in farm prices are the result of a combination of two 

forces - - fir st, through productivity change both in Canada and in the world 

at large, the supplies of agricultural products tend to expand, at constant 

prices, at least as fast as the supplies of non-farm products, and second, 

as income rises, consumers tend to spend a smaller fraction of their in 

come on food with the result that the demand for farm products tends to 

decline relative to the demand for non-farm products. Since at constant 

prices the supply of farm products is increasing faster than the demand, 

farm 'prices must fall. This merely indicates that, given the improved 

technical conditions of production and the limited capacity of the human 

stomach, society tends to place a lower value on additional units of food 

production as the economy grows. The declining prices of farm products 

have the effect of forcing labor and other resources out of food production 

and into the production of the more desired manufactured and service items. 

The lower level of per-worker income in agriculture may be partly the 

result of the fact that labor can move out of agriculture only slowly with the 

result that surplus labor tends to accumulate on farms. However, the fact 

that the ratio of farm to non-farm per worker incomes has remained more 

or less constant as most advanced countries have developed even in the face 

of substantial outmigration of labor suggests that while migration tends to 
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keep this ratio constant, it has not in the long -run been successful in sub 

stantially increasing it. This suggests that surplus labor in agriculture may 

account for only part -- maybe a very small part -- of the difference be 

tween farm and non-farm incomes. A substantial part of this difference may 

be accounted for by the generally poorer level of education among farm 

people, and the consequent lack of skills necessary to produce a high level 

of income, either in agriculture or elsewhere in the economy. People may 

remain in agriculture earning low incomes because the alternative incomes 

they could earn elsewhere with their given education and skills is equally 

low. In other words, agriculture tends to have a disproportionate share of 

the poor, individuals who through lack of education and productive skills, 

have very few resources to sell. The notion that the differences in income 

between agriculture and the non-farm sector are due to differences in human 

capital rather than low farm prices gains additional credibility when one 

observes that the substantial price support activities of the U. S. govern 

ment have scarcely made a dent on the problem of low farm incomes in that 

country. 

Another possible interpretation of why farmers deserve more than 

they get is that agriculture has many poor people and that people should get 

paid not in accordance with what they produce, but in accordance with need. 

The argument thus becomes one in favor of a more equal distribution of 

income. Direct payments to farmers which are more or less equal for all 

recipients tend to satisfy this distribution goal in two respects. First, they 

involve a redistribution of income from a high to a low income sector. 
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Second, a substantial part of the assistance goes to the low income farmers 

since the subsidy makes up a higher proportion of the income of the low 

income than of the high income farmer. The benefits of research and exten 

sion activities probably go to the more well-to-do individuals in agriculture 

since they are likely to have the skills and the initiative to make quick use 

of new techniques. Export promotion, price stabilization, and price support 

policies, while they represent transfers of income from a high income to a 

low income sector, tend to give benefits to farmers in proportion to their 

marketings so that the rich and the poor in agriculture tend to gain more or 

less proportionally. These policies are therefore not particularly success 

ful in helping the poor in agriculture, since for every dollar given to the 

rural poor, several dollars are redistributed to the well-to-do. Moreover, 

price supports have the additional disadvantage that they tend to get capital 

ized into the value of land. The result is that the owners of land at the time 

the policy is initiated tend to get the benefits not only of the current but of 

future price supports. Subsequent generations of farmers end up purchas 

ing the capitalized value of the future price supports when they buy their 

land. Those who own no land at the time the price supports are initiated, 

many of whom are among the less wealthy, get little benefit. 

The elimination of poverty should be given high priority by those who 

believe in a more equal distribution of income. While a straight redistri 

bution of funds from the non-farm sector to the rural poor will mitigate 

temporarily the inadequate standard of living of this group it does nothing to 

eliminate the fundamental causes of poverty. These, I believe, are rooted 
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in the inadequate investment of these people in the human skills necessary to 

produce a decent standard of living in any sector of the economy, which is 

in turn a consequence of the higher cost of good education in the rural rela- 

tive to the urban areas, combined with some cultural factors which mitigate 

against the full use of existing facilities and the development of better ones.!._! 

1/ Education tends to be more costly to farmers than those in the non 
farm sector for two reasons. First, while child labor laws and other 
factors prevent young people from working in the cities, farm children 
can be productively employed for the benefit of the family. The cost 
of education to a rural family therefore includes the sacrifice of income 
that could be earned by keeping the young person on the farm. Second 
the costs of getting to and from school are greater. Not many year s 
ago, highschool students had to be boarded out in the nearest city during 
the school year. Not only is education more expensive for farmer s 
than urban workers, but farmers tend to have larger families. There 
are economic reasons for this. Farm children can work to help 
support the family. Food, a major area of expenditure in large 
families, can be grown cheaply on the farm with the help of younger 
members of the family. The wife can work on the farm and maintain 
close contact with the children, whereas in the city an additional child 
reduces the wife's earning capacity by keeping her in the home for a 
few years longer. As a consequence of these factors children are 
cheaper to raise on a farm than in the city. When one considers this 
together with the fact that education is expensive in rural areas, it is 
not surprising that farm people tend to have larger less well educated 
families than city people. Nor is it surprising that farm income per 
worker tends to be lower than non-farm per worker income, since 
those who remain on farms will tend to be less well educated and have 
less human resources than those who are raised in and working in the 
city. Although differences in family size can be rationalized on the 
basis of economic considerations, this does not preclude the possibility 
that lack of information about and appreciation of the value of 
education, together with other cultural influences, play an important 
role in bringing about larger less well educated families in agriculture. 
For example, the above ec.onomic argument does not rationalize well the 
differences in education and family size between rich and poor in 
urban areas. 
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Not only are programs for the improvement of the education and skills of 

rural people likely to increase the efficiency of resource use, it is also 

likely that such programs, appropriate within the framework of A. R. D. A., 

will make the distribution of income in the Canadian economy more equal 

by raising per worker incomes in agriculture. It should also be kept in mind 

that, although agriculture contains a large fraction of the nation's poor, 

anti-poverty programs should not be restricted solely to the rural sector. 

If one believes in equality of income distribution and redistribution 

on the basis of need, there is no necessary conflict of agricultural policy 

with international trade policy. Agricultural policies which seriously c on- 

flict with international policy -- namely price supports -- are also incon- 

sistent with these basic redistribution objectives of agricultural policy. 

Under what kinds of equity principles can one justify the distribution 

effects of price support policy? It could be argued that the function of 

government in the area of income distribution is not to redistribute income 

from rich to poor or to ensure that individuals get paid in accordance with 

the contributions of the resources they own to the national welfare, but to 

maintain the distributional status-quo -- that is, to compensate individuals, 

be they rich or poor, for the adverse effects of economic changes which 

are beyond their control.}:_/ 

II This, of course, begs the question of what is to be regarded dS the 
status quo. 
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It would be argued that farmers, through no fault of their own, are 

being adversely affected by declines in the prices of products they sell, and 

that the government should act to offset such changes in producer prices. 

Of course, one must be willing to apply the same principle to individuals in 

all areas of the economy. Thus, an equitable application of the principle 

implies that tariff protection should be given to industries which are under 

pressure from import competition and subsidies should be granted to export 

industries which are faced with loss of markets. 

If such a principle is applied in this manner to all segments of the 

economy, there is again no necessary conflict between agricultural and 

international policy objectives. The desirability of obtaining the gains from 

trade rests upon the efficiency of resource use that results from inter 

national specialization. Yet efficiency within the domestic economy is as 

important, if not more important, in getting the maximum income from 

given resources as international specialization. Willingness to compensate 

all individuals for adverse price changes by means of opposing government 

induced price changes implies a choice of distribution objectives over 

efficiency objectives such that maximizing the gain from trade can no 

longer be a goal of international trade policy. The conflict is. therefore, 

not between agricultural policy and international policy objectives, but 

between efficiency objectives on the one hand and distribution objectives on 

the other. Conflicts between agricultural policy and international economic 

policy only arise when one tries to have free trade in one place, and re 

stricted trade in the other. Such conflicts arise out of the political 
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pressures of the various special interest groups in the formation of national 
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goals. For it is in each group's economic interest to have protection for 

itself and free trade for everyone else. 

Are the conflicts between efficiency objectives and certain d i s tr i bu- 

tion goals unresolvable? As long as one is willing to tolerate some ineffic- 

iency in resource allocation (and in practice not all inefficiencies could 

conceivably be eliminated), the answer is no. For those who find the dis- 

tribution effects of tariffs, price supports, and other interferences with 

free pricing desirable, there are some ways of getting the desired distri- 

bution effects while minimizing the losses in terms of efficient resource 

use. Direct lump sum subsidies which are independent of current output 

in an industry can be given in such a way as to increase the incomes of the 

recipients in the same manner as price policies. For example, direct pay- 

ments can be given to farmers in proportion to the sales off the farms they 

own in some fixed period in the past, or in proportion to the amount or value 

1/ . of land they own. - This would redistribute income with a minimum 

1/ For example, if one wishes to subsidize wheat producers, the average 
value of marketings of wheat by farm during the past ten years can be 
calculated and farmers can be given an annual lump sum payments 
equal to some percentage of the average value of their sales during this 
period. As long as the period on which the subsidy is based is never 
changed, or changed very infrequently without advance notice, there 
would be no incentive to increase wheat production and the current cost, 
price and trade structure in wheat would be unaffected. To the extent 
that the incomes of farmers are increased, there may be a tendency for 
those who would migrate to remain on farms. This would result in 
some inefficiency in the use of resources, but not nearly as much as 
under a price support system. 



s ac r ifi c e of domestic efficiency and with minimum interference with free 

trade. Similar subsidies could be given to other industries which might 

suffer from adverse economic changes. Of course, many would immediately 

reject the above approach on the grounds that it is not politically feasible - 

that the voter would not accept it. 1£ this is true, the political acceptability 

of indirect subsidies through government induced price changes, which have 

the same distribution effects and worse resource allocation effects, must be 

based on voter ignorance of the true redistributions which result from such 

policies. Policies which depend for their support on voter ignorance are 

difficult to justify on grounds other than political expediency. 
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by 
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INTRODUCTION 

An intelligent discussion of Soviet foreign trade policies in 

agricultural products requires some understanding of the main characteristics 

of Soviet agriculture and knowledge about the levels of its performance. 

Soviet agriculture is performing its task withi.n a particular 

institutional framework and under the guidance of decision-makers who follow 

certain economic objectives. The process of agricultural production and 

distribution of output takes place within a centrally planned economy. The 

awareness of the above-mentioned conditions is helpful in understanding both 

policies and performance, while the economic analysis of Soviet agriculture 

~ does not require any special tools differing from the ordinary 

analytical apparatus of economists. 

For a brief review of some important features of Soviet agriculture 

it is convenient to begin with the characteristics of the major inputs in 

agricultural production, land, labor and capital, and follow this by a 

discussion of the methods of organizing these inputs in the socialized and 

private household sectors of agriculture. Inquiry in the level of agri- 

cultural production and composition of output will provide the necessary 

information and basis for judgment. A review of Soviet agricultural procure- 

ment and price policies and of the relations between domestic supply and 

98510-23 



foreign trade appears to be pertinent to the specific topic of the paper and 

to the deliberations of the Conference. Finally, a note on the grain trade 

between the Soviet Union and the East European countries of the Soviet bloc, 

which describes the area of most active trade in agricultural commodities for 

the Soviet Union is put into the appendix.ll 
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I. LAND 

The land mass of the Soviet Union extends over most of the East 

European plain and includes the northern part of the Asian continent. Its 

climatic and soil conditions are relatively unfavorable for agricultural 

production. The coincidence of high temperatures and insufficient precipita 

tion during the growing season on one hand, or high precipitation coupled 

with low temperatures is typical for most of the agricultural belt of Russia 

(the so-called triangle, with the base at the western boundary stretching 

from the Baltic to the Black Sea, and narrowing as one moves eastward). In 

addition the frequency of winter killing, droughts, etc., increases the 

uncertainty of a sustained level of output or stability of yields. 

The policy of the Soviet government (which in this respect continued 

in the footsteps of its Tsarist predecessors), has been consistently to 

increase the area under crop cultivation as the most important measure to 

meet the demands of an increasing population. The most recent and also most 

spectacular feat was the ploughing up of a huge tract of marginal lands 

(over 38 million hectares) in the eastern part of the country within a 

relatively short period of about 3-4 years. The idea behind this spectacular 

Hvirgin and idle land campaign" by Khrushchev was not only to capture the 

possibly accumulated fertility of idle land, but was also based upon the 

observation of the inverse correlation of the drought cycle in the Ukraine 

on the one hand and in Siberia and Kazakhstan on the other. Thus the correct 

idea would be perhaps to assure a minimum supply by balancing the odds of two 

major grain-producing regions. The Soviet leaders, carried away by a few 

years of relative success, proclaimed the "new land" area's grain output as 

a most substantial permanent net addition to the-grain supply, heavily 
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discounted the likelihood of droughts in this region -- and totally rejected 

the possibility that a drought in the "new lands" might coincide wi th a 

drought in another major region. 

Although the expansion of the sown area was highly significant, 

the level of output expanded less in proportion because most of the "new 

lands" under cultivation were lower yielding than the "old" ones. The 

increase in the cultivated area took place not only at the expense of 

plowing up "new lands", but also by converting meadows into pI owl and and by 

radically decreasing the area under black-fallow. 

The total sown area increased from 1913 to 1953 by 39 million 

hectares (from 118.2 million hectares to 157.2 million hectares) and from 

1953 to 1964 by 55.6 million hectares (from 157.1 to 212.8 million hectares) 

including an increase in the grain area from 104.6 million hectares to 106.7 

million hectares from 1913-1953 and from 106.7 million hectares to 133.3 

million hectares in 1964. 

The largest percentage increase took place in the area of feed 

(including yearly and perennial grasses and silage crops) which increased 

from 3.3 million hectares in 1913 to 28.7 million hectares in 1953 and to 

53.4 million hectares by 1964. 

Since the productivity of the area under the enumerated crops is 

still very low, one is tempted to raise the question about the over.all 

effectiveness of the cultivated land expansion. 
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Table 1 

The Growth of the Sown Area 1913, 1953, 1964 
(in million hectares) 

Per cent Per cent Per cent 
increase increase increase 

1913 1953 1964 1913-1953 1953-1964 1913-1964 

Total Sown Area 118.2 157.2 212.8 33 35 80 

Incl. Grains 104.6 106.7 133.3 2 25 27 

Incl. Industrial 
Crops 4.9 11.5 15.5 135 35 216 

Incl. Potatoes and 
Vegetables 5.1 10.3 10.6 102 3 108 

Incl. Fodder CroP5 3.3 28.7 53.4 770 86 1,518 

TsSU SSSR, SeY~koe Khoziaistvo SSSR, Moscow 1960, p. 127. 
TsSU SSSR, Narodnoe Khoziaistvo SSSR v 1964 godu. Moscow 1965, pp. 267-268. 

The decrease of the meadow area and the substitution of pI owl and 

under feed crops yielded a relatively small net addition to the feed supply, 
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one that would probably be smaller still if the improving of meadows could 

be considered as an alternative. The decrease of fallow land,ll a sign of 

desperation that marked the last years of the Krushchev era, particularly in 

the areas of little rainfall and considerable weed infestation of the grain 

fields, certainly had detrimental effect upon the total long-run grain yields. 

]) The area under black fallow decreased as 
1940 - 28.9 or 16.1 per cent of arable land 
1950 - 32.0 17.6 
1953 - 31.4 16.6 
1955 - 29.9 13.9 
1956 - 21.8 10.1 
1957 - 23.6 10.9 

follows in (in million hectares) 
1958 - 24.0 or 11.0 
1959 - 22.3 10.2 
1960 - 17.4 7.9 
1961 - 16.1 7.3 
1962 - 7.4 3.3 
1963 - 6.3 2.8 
1964 - 11.6 5.2 

TsSU SSSR, Selskoe Khoziaistvo SSSR, Moscow 1960, p. 126. 
TsSU SSSR, Narodnoe Khoziaistvo SSSR v 1963 godu. Moscow 1964, p. 243. 
TsSU SSSR, SSR v Tsifrakh, Moscow 1965, p. 71. 



The expansion of the irrigated area within the Soviet Union, par 

ticularly in the arid regions of Central Asia and the Caucasus was of real 

significance. It was due to such measures that the Soviet Union achieved 

not only self-sufficiency in cotton, but became a cotton supplier for the 

other Eastern European countries. The preference given to crops in which an 

import substitution could be achieved is easy to explain and requires no 

comment. About half of the irrigated area is devoted to industrial crops 

and to the feed crops necessary for the crop rotation of industrial crops. 

As of now, the irrigated grain area has not become a significant factor in 

the increase of grain output, although some visionary plans for the future 

anticipate such a development. 
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Since the expansion of the irrigated area involved substantial 

capital investments, the plans for irrigation were never fulfilled and the 

targets never achieved within the planned time span. The tables in the 

appendix provide both a breakdown of the existing irrigated area as well as 

the relationship between the planned targets and actual performance.ll 

Although the expansion of the irrigated area permitted an increase in output, 

the existing state of the irrigation network, where large tracts of land are 

not utilized because of salination and up to 25 per cent of the water is 

lost because of filtration, has not realized its potential. 

A few words are in order concerning another aspect of land improve 

ment policies, namely land reclamation and drainage. The area requiring 

drainage in the Soviet Union is located in the northwestern part of the 

country, in the so-called nonblacksoil zone, which administratively 

encompasses the Baltic republics, Byelorussia, the North-West of the Ukraine 

1 
See Appendix B, Tables IV, V. 



and the western parts of the Russian Republic. There is common consensus 

among Western students of Soviet agriculture that relatively little was done 

in the past. As a result land with a considerable potential, in areas of 

high population-density, and close to oonsumer markets is being under or 

unutilized. 

Experience with drainage and reclamation work, when combined with 

evidence of the distribution of fertilizer and priority of deliveries of 

agricultural machinery, leads to the conclusion that the Soviet policy-makers 

formerly had a clear preference for developing the land resources in the 

steppe and semi-arid regions of the country -- areas of level land and of 

lower population density. The Soviet government neglected the development 

of the nonblacksoil region, located in the forest and forest-steppe zoneS, 

where land was not uniformly level, was broken in many fragments, and had been 

a traditional area of livestock, flax and hemp rather than grains. Whether 

the source of the preference ought to be sought in the relative facility of 

mechanizing agriculture on the steppes, of creating large farm units 

specializing in grain and similar relatively less labor intensive crops, or 

in any other motive is not at all clear. It is, however, beyond any doubt 

that the failure to develop (or to restore, after the impact of collectiviza 

tion), agriculture in the nonblacksoil region of Russia represented a mis 

allocation of resources. With proper investment in land this area could 

have been restored to its place as the major dairy and livestock producing 

region that it had occupied prior to collectivization. 
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II. THE AGRICULTURAL LABOR FORCE 

The sheer size of the existing labor force in agriculture can best 

be estimated from the data of the 1959 census. According to these data, 

rural agricultural employment involved about 45.0 million individuals, of 

which 36.1 million were engaged in the socialized sector and 8.9 in the 

private household sector of agriculture. The Soviet official statistics 

estimated this labor force as equivalent to about 36.0 million yearly workers 

of which 30.0 million were employed in the socialized sector. 

Since 1959 the labor force as well as labor inputs in agriculture 

decreased by approximately six per cent. 

The relatively large agricultural labor force and the relatively 

low land-labor ratio can be explained by many historical, institutional and 

economic factors. But in this context even more significant than the size 

itself are certain characteristics of the existing agricultural labor force. 

Three such characteristics are worth looking at: namely the sex and age 

distribution of the labor force, the educational background, and the avail 

ability of skills. It is my contention that these characteristics explain 

more of the quantity and quality of the labor inputs than the size of the 

labor force. With regard to the sex composition of the agricultural labor 

force, it will suffice to indicate that due to war losses in the population 

on the one hand and forced industrialization policies on the other hand, 

according to the 1959 census, of the total employment in agriculture, women 

contributed 61.6 per cent, or 27.7 million out of the 45 million employed. 

In the socialized sector as a whole, 54.6 per cent of employed were women 

and in the collective farms 56.6 per cent were women, while in the private 

household sector the share of women was as high as 90.3 per cent. 
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The age distribution of the agricultural labor force is character. 

ized by a relatively heavy representation of the 40-59 year bracket. Keeping 

in mind the above-mentioned sex-composition it may be of interest to point 

out that while 25.3 per cent of the total males were in this age bracket, 

32.1 per cent of the agricultural labor force was in this age bracket; 37.0 

per cent of all females employed were in this age bracket.l/ The educational 

background of the collective farm labor force, which constituted 67 per cent 

of the total labor force in agriculture, is presented in Table 2.1/ 

1 
The percentages are derived not from the total agricultural labor force 

but from the data on employment in physical labor in agriculture, which 
constitutes 77.7 per cent of the labor force. See, TsSU SSSR, ~ 
Vsesoiuznoi Perepisi Nase1enia 1959 goda. Moscow 1962 Vol. I. pp. 136, 143. 

There is no doubt that the educational background of the labor force 
employed in private household farming, which made up another 19.5 per cent 
of the total agricultural labor force, was most probably even lower than 
in the collective farm membership. On the other hand the educational 
endowment of the state farm labor force was above that of the collective 
farmers. 
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relationship between schooling and performance in agriculture, or the level 

1/ 
of productivity (not mentioning the success as farm operator), is very close.- 

l! See the work of T. W. Schultz and others for U.S. agriculture. A recent 
study by a Polish agricultural economist indicated a strong correlation 
between the level of schooling and economic performance of the peasants in 
Poland during the last decade. See Zygmunt Malanicz, WplywWyksztalcenia 
Rolnikow na Wyniki Ekonomiczne Gospodarstw Chlopskich, Warsaw 1965. 

354 

Table 2 

Educational Background of the Collective Farm Labor Force 

According to the 1959 Census 

Years of Formal 
Schooling Males Females Total 

Less than 4 4,263,773 32.41. 8,574,990 49.31. 12,838,763 42.01. 
Years 

4-less than 7 5,408,675 41.11- 5,357,194 30.81- 10,765,869 35.21. 

7-1ess than 10 3,276,789 24.91- 3,339,550 19.21. 6,616,339 21.71. 

10 years and in- 
complete higher 
education 184,237 1.41. 104,361 .61. 288,598 .91- 

Completed higher 
education 26,320 • 21. 17,393 .11. 43,713 .141 • 

Total 13,159,794 17,393,488 30,553,282 

TsSU SSSR, It2qi Vsesoiuznoi Perej2isi Naselenia 1959 godu. Moscow 1962. 
Vol. I. pp. 78-79, 112-114. 

Although the level of schooling has somewhat improved since 1959, 

the rate of improvement is slow. We can therefore assume that the 1959 

data are still relevant. According to the data, a large percentage (over 

77 per cent) of the labor force had less than seven years schooling of which 

42 per cent had less than four years of formal schooling. For anyone familiar 

with the recent studies in the area of the economics of education, the 



The last feature to be discussed in this context is one of skill 

availability. The data for particular farm occupations are not available 

for recent years and could be drawn only from the 1959 census. What is 

interesting, however, is that 24.1 million out of 33.2 million (which ~xcludes 

the 8.9 million employed in the private household sector) were registered as 

field hands without any specialization in any of the various branches of 

agriculture.ll Perhaps the most revealing figures are the ones for April, 

1965 which list in the socialized farms 2,245,000 tractor drivers and 

combine harvester operators and 849,000 lorry-drivers. Needless to point 

out that the narrow specialization in skill-training often precludes the 

possibility of a tractor driver's handling of a lorry. Thus, we are dealing 

with a minute nucleus (or shall I call it an island) of modernity in Soviet 

agriculture. A total of 3.1 million, or less than eight per cent employed, 
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perform functions that are crucial for most crop-farmers in advanced 

countries. 

There are other characteristics of the labor supply in Soviet 

agriculture that objective observers ought not to overlook: the impact of 

the climatic conditions upon the actual length of the work year, the short 

span of the seasonal peak in farm work, and the regional differences in 

the density of rural population. What appears from our short review of 

certain characteristics of the Soviet agricultural labor force can be 

summarized: the labor force is large by comparison with other advanced 

countries and constitutes at the present about 40 per cent of total employment. 

By comparison with other countries the Soviet Union is also at the dis ad- 

vantage of having a very high percentage of women and a low level of 

schooling in its agricultural labor force. 
1/ TSSU SSSR, Itogi Vsesoiuzhoi Perepisi Naselenia 1959 goda. Moscow 1962, 
Vol. I., pp. 123, 125, 127. 
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The real problem is one of scarcity of skills against the back- 

ground of abundant labor resources. Modernization of Soviet agriculture 

will require a heroic increase in the level of training of more and better 

agricultural specialists. 

III. CAPITAL AND CURRENT INPUTS 

The modernization of agriculture and the level of output depend 

to a considerable extent upon the magnitude and composition of the capital 

inputs. The increase in the stock of capital often indicates a number of 

important relationships existing in agriculture. Capital input has a direct 

impact upon the size of output; it is often used as a substitute for land 

and is the most common substitute for labor. In the Soviet economy, where 

the crucial capital investment decisions are made at the national level in 

a centralized fashion, the ratio of agricultural investment to total invest- 

ment reflects the priorities of the decision~akers. Under the conditions 

of forced industrialization in the Soviet Union, agriculture was allocated a 

smaller share of investment than would be warranted by its share in GNP, 

national income or in total employment. Official data indicate that actual 

gross capital investment in agriculture constitute only about 15-16 per cent 

of total gross investment in the Soviet economy for the last decade,ll 

1 
The share of agricultural gross capital investment in total capital 

investment in the Soviet Union was as follows for the various periods for 
which official data are available: 

1928-1932 - 16.1% 1958 - 15.8% 
1933-1937 - 12.6% 1959 - 14.9% 
1938-1940 - 11.4% 1960 - 14.1% 
1946-1950 - 12.8% 1961 - 15.0% 
1951-1955 - 15.5% 1962 - 15.7% 
1956 - 17.6% 1963 - 16.5% 
1957 - 16.3% 1964 - 18.0% 

Source: TSSU SSSR, Kapital'noe Stroitel'stvo v SSSR, Moscow 1961, pp. 58-59. 
TSSù SSSR, Narodnoe Khoziaistvo SSSR v 1964 godu. Moscow 1965, p. 514. 
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although the planned targets were usually somewhat higher. The major areas 

of capital investment in Soviet agriculture are buildings, machinery, 

equipment, workstock, and livestock. The investment in farm buildings, grain 

storage and elevators, irrigation and amelioration facilities (which are 

grouped together in the Soviet reports), still account for the largest, 

although decreasing, part of agricultural investment.ll The next category 

in terms of size is the one of investment in farm machinery and equipment.ll 
Since the investment data reflect gross investment one ought to be cautious 

not to assume that they represent net additions to the capital stock for any 

particular period. In fact during the last decade a very substantial part of 

the farm machinery investment outlays replaced the existing capital stock in 

farm machinery.l1 
11 The share of this category according to official reports constituted the 
following percentage of total agricultural investment (livestock excluded) 
for the years for which data are available: 

1928-1932 - 75.3~ 1956 - 53.2% 
1933-1937 - 70.4~ 1957 - 51.9% 
1938-1940 - 77.9~ 1958 - 50.7% 
1946-1950 - 65.8% 1959 - 58.5% 
1951-1955 - 57.7% 1960 - 63.7% 

Source:TsSU SSSR, Kapital'noe Stroitel'stvo v SSSR, Moscow 1961,pp.152,158-159. 
TsSU SSSR, Narodnoe Khoziaistvo SSSR v 1964 godu. Moscow 1965, p.518. 

11 The share of investment in farm machinery and equipment in total agricul 
tural investment (livestock excluded) was as follows: 

1928-1932 - 23.2% 1956 - 44.5~ 1961 - 33.3~ 
1933-1937 - 27.5~ 1957 - 45.4% 1962 - 33.9% 
1938-1940 - l7.3~ 1958 - 46.5~ 1963 - 35.5% 
1946-1950 - 28.9~ 1959 - 38.6~ 1964 - 36.6~ 
1951-1955 - 38.0~ 1960 - 33.3~ 

1961 - 63.1~ 
1962 - 62.9% 
1963 - 61.2% 
1964 - 60.7% 

Source: TsSU SSSR, Kapital'noe Stroitel'stvo v SSSR. Moscow 1961, pp.158-159. 
TsSR SSSR, Narodnoe Khoziaistvo SSSR v 1964 godu. Moscow 1965, p.518. 

11 The importance of distribution of machinery supply between new additions 
and replacement becomes obvious in view of the following data for the period 
1957-1963. During this period the larger part of farm machinery supply was 
used for replacement of older machines and a smaller part constituted a 
new addition to the stock of machinery. 

SUPPLY OF SELECT FARM MACHINES FOR 1957-1963 (in 1,000). 
Total Net 
Supply Replacement Addition 
1,237 665 672 

538 385 153 
591 300 291 

Tractors 
Grain Combine Harvesters 
Lories 



As indicated above, the published Soviet official data are insuf- 

ficient to provide a more accurate distribution of agricultural investment 

by specific items. In addition, the data on existing capital stock are 

reported at their replacement costs, gross of depreciation. Thus in the 

absence of information about the age of the various components of the capital 

stock it is difficult to arrive at a meaningful estimate. A major revaluation 

of the capital stock (based upon a census in the state farms and the use of 

conversion coefficients for the collective farms) took place in 1962 and the 

official per cent distribution of the capital stock in the socialized sector 

among major categories is now available for 1962 and 1963.11 

The data on the distribution of the capital stock point to the fact 

that the state farms are equipped with more machinery than the collective 
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farms, which might in part explain the differences in labor productivity 

between the two types of farm organization. Another feature implied, if not 

explicitly expressed by the differential in machinery endowment between the 

state farms and collective farms is the uneven geographic distribution of 

machinery, with heavy weight given the grain regions and particularly the 

so-called wnew landsu areas. As a result of the investment policies there 

was insufficient substitution of capital for land (in spite of some achieve- 

17 Per cent Distribution of CaEital Stock in Socialized ~riculture, 
1962 and 1963 

Socialized Collective State 
Categories Agriculture Farms Farms 

1962 1963 1962 1963 1962 1963 
Buildings 48.7 48.5 52.2 52.3 37.6 38.5 
Machinery and Eq. 20.1 21.0 16.6 17.8 27.4 26.1 
Transportation 

means 4.2 4.3 4.2 4.3 4.8 4.6 
Workstock 2.2 2.0 2.4 2.1 2.3 2.1 
Livestock 17.8 17.1 19.0 17.7 18.5 18.2 
others 7.0 7.1 5.6 5.8 9.4 10.5 



ments in irrigation expansion), although the machinery inputs permitted the 

expansion of the crop area. Substitution for labor took place primarily in 

crop output but very little in livestock production. Mechanization in live 

stock production is at a minimum level and the increase in the socialized 

herd outstripped the construction of farm buildings to house the livestock. 

Another serious problem in Soviet agriculture is the degree of utilization 

of the capital stock. By some criteria the capital stock is used quite 

intensively. For years, Soviet agricultural economists pointed with pride 

to the fact that the average number of days worked per tractor was higher 

in the USSR than in any wastern country. What was omitted in the argument 

was the fact that it was a result of the insufficient number of tractors in 

the USSR and that they were describing a necessity rather than virtue. That 

the timing of farm operations and consequently the yields suffered, was not 

admitted until a few years ago. Thus when Soviet economists and politicians 

talk about the stock of 1,565,000 tractors, 523,000 grain combine harvesters 

and 956,000 lorries in Soviet agriculture, and are rightly proud of these 

achievements, one ought nevertheless not to forget that this stock of 

machinery as of January 1965 provides service to a sown area of 212.8 

million hectares (1964 size) and that the units of machinery per unit of land 

are small relative to the more advanced countries of the w,ast. There is, 

however, another feature of the utilization of machinery in Soviet farming 

for which the planning methods in Soviet industry must be blamed. For a 

very long period spare parts were not produced (it was more profitable for 

industrial enterprises to produce a whole new machine than spare parts). 

Therefore, the state of disrepair and of machine cannibalization assumed 

gigantic proportions. At best, farm machinery stock is underutilized at 

times when it is needed most. Thus the volume of capital investment in 



Soviet agriculture is insufficient to enable a real intensification of agri- 

cultural production, and the existing stock of capital is often rnisallocated 

and underutilized. 

A few words ought to be said about the state of one of the factors 

that contributed considerably to the development of agriculture in the 

advanced countries, namely, about certain types of inputs purchased by 

agriculture from the industrial sector. The availability of mineral 

fertilizers, insecticides and herbicides, of concentrated feed-mixes, enriched 

by antibiotics and minerals, opened new possibilities for agricultural 

production, increased efficiency in using inputs, and by saving labor and 

the faulty internal pricing system, the lack of sufficient incentives for 

raw materials contributed to the rise of output as well as of productivity. 

Soviet agriculture has been slow to discover some existing opportunities 

and the benefits that can be derived from the use and application of such 

inputs. For reasons of political and economic priorities the specific 

branches of industry serving agriculture were neglectedll by the Soviet 

planners and decision-makers. The mineral fertilizer industry has received 

high priorities only recently and output is being substantially increased; 

the concentrated feed industry is now having a late start. But because of 

the industries and the inefficiency of a cumbersome distribution apparatus, 

both the output and the utilization of existing production are lagging 

behind the promises of the planners and the expectations of the farm sector. 

As a result Soviet agriculture is as yet in no position to take full 

advantage of the quality improvements of the current inputs and to increase 

its over-all efficiency. As long as the industrial sector will not assure 

1/ The tractor industry being an exception to the rule, possibly due to its 
facility of conversion into a military tank producer. 



agriculture of a sufficient and steady supply of current inputs any attempt 

to intensify Soviet agriculture is bound to fail. What is said about the 

current inputs of industrial origin is also valid for such inputs as 

improved and hybrid seed, etc. 

It was stated previously that the tendency was toward expansion 

of the sown area, treating general labor as an abundant factor and skilled 

labor as a scarce factor, and either limiting capital supply to agriculture 

or channelling it into limited areas or particular branches of agriculture. 

It was also pointed out that the supply of current inputs was insufficient 

and poorly administered. There is, however, a particular characteristic 

of Soviet policy and behavior with regard to the utilization of resources 

which supersedes the attitude and handling of each of the inputs. 

It was until very recently that the Soviet planners left out from 

their considerations the very important (although elementary for other 

countries) idea of complementarity of inputs to achieve a certain level of 

output. In the plans and estimates of production as well as in the evalu 

ation of particular projects the calculations were invariably made with 

reference to a single factor to which the expected production increase was 

attributed. Perhaps an example might illustrate the general notion. In 

considering a particular irrigation project, the expected increase in yield 

was due to one factor -- water. The fact that a combination of irrigation, 

larger norms of mineral fertilizer and perhaps insecticides might produce 

an effect higher than the sum of effects of the three inputs treated 

separately somehow did not enter the minds of the planners. To the extent 

that complementarity did not become a part of the economic calculus, 

resources were squandered and capacities remained underutilized; on the 

other hand coefficients were wrongly estimated by attributing the production 
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increase to one factor while ignoring the simultaneous application of other 

inputs, which did not figure in the original calculation. It is only very 

recently that the recognition of factor complementarity occurred and is 

slowly becoming integrated in the system of planning in Soviet agriculture. 

IV. THE FARM ENTERPRISES 

a. The Socialized Sector 

One might, for reasons of exposition rather than analysis, try 

to distinguish between the "natural" conditions of Soviet agriculture - 

including its land and labor resources, the limitations upon agricultural 

output set by climatic conditions, availability of capital and flow of 

current inputs -- and "institutional" conditions, which are chiefly a result 

of government policies. The distinction is obviously artificial, especially 

in a society where political motives and actions permeate most areas of 

economic and social activity, where levels or rates of investment as well as 

income distribution become a matter of centralized political decision. 

Nevertheless, it seems to be possible to isolate certain elements that could 

be directly attributed to the nature of the existing institutions and 

policies pursued by the government. 

Among the latter I would single out the existence of two basic 

forms of agricultural enterprises, the State farms and the Collective farms. 

The principal feature of the State farm as an enterprise is that it is run 

very much along the lines of Soviet industrial enterprises using hired labor, 

deriving its investment from the government budget, transfering its profits 

to the Treasury and covering the deficit by government subsidies, when the 

output delivered to the state at set prices is insufficient to pay for the 
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total production expenses. The managers of the State farms are appointed by 

the central authorities and are responsible for fulfilling tasks as prescribed. 

The Collective farms are agricultural enterprises that occupy tracts of land, 

possess buildings, machinery and livestock, purchase other inputs and 

utilize the labor power of their members to produce agricultural output. 

They are managed by a chairman and council, officially elected by the 

members, but in most cases strongly recommended (appointed) by the regional 

party organization. The income derived from the sale of a part of its 

output is used to pay taxes, to pay for the current inputs, and to set 

aside investment and depreciation funds; the residual together with a 

fraction of output in kind is distributed among the labor force according 

to the relative shares of labor expended. 

The leading principle of past agricultural policy was one of 

output maximization and it is only recently that the policy-makers became 

more cost conscious. The output maximization principle was accompanied 

until the end of the Stalin era by a policy of keeping farm incomes and farm 

investment low, thus siphoning off huge resources from agriculture to be 

used in the industrial sector of the economy. The over-all result at the 

end of the Stalin period was stagnation in the agricultural sector as the 

price paid for indiscriminate resource transfer out of agriculture. The 

new regtmes following the death of Stalin tried to meet the demands of 

agriculture half-way. The flow of investment was increased and farm incomes 

were allowed to grow. But the basic structure of the collective farm system 

remained intact and some of its weaknesses perpetuated. Labor remuneration 

in the collective farms remained largely a residual payment; since its 

distribution among individual members does not reflect the effort of the 

individual and reflects more often the intensity of effort of the whole 
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collective or is even independent of it, attitudes of the labor force towards 

work in the collective farms have been poor. It is probably correct to 

assume that agricultural laborers preferred the work in state farms, which 

assured them of a regular money wage, over the collective farm membership, 

which involved many uncertainties as to the size of their remuneration. But, 

in addition to the formal differences in the organization of the two types 

of agricultural enterprises, there are very significant differences in the 

status, size, resource endowment and over-all treatment by the state between 

the collective and state farms. 

The difference in status, a relic of the Russian past and a 

result of the dogmatism that elevated the industrial working class above all 

other classes of society, is expressed in the notion that state farm workers 

are considered a part of the "proletariat" and state farms represent 

"national ownership", while collective farms represent "co-operative 

ownership", which is by definition an inferior form of ownership and whose 

members are accordingly socially inferior. To the extent that the relative 

weight of the collective farms in the total socialized sector is decreasing 

continuously one might argue that the difference of status is losing its 

meaning in the long run. The other differences are, however, of a more 

substantive nature. 

The average size of the 10,075 state farms (sovkhozy) was 8,700 

hectares of sown area, while the average size of the 37,600 collective 

farms was 2,985 hectares of sown area. Thus the size of a state farm was 

2.9 times that of a collective farm. 
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The following are the average number of head of livestock in 

As far as the endowment in other resources is conberned, the 

average labor utilization is 721 average yearly workers per state farm. The 

15.9 million collective farm households, or 418 households per collective 

farm supplied on the average about 432 year equivalents of agricultural 

work in the socialized sector of the collective farms. 

each of the state farms and collective farms: 

Average ~r State Farm (1964) Average ~r Collective Farm (1964) 

Large, horned cattle - 2,201 967 

including cows 803 358 

Pigs - 1,144 581 

Shaep and goats - 4,378 1,409 

Source: TSSU SSSR, Narodnoe Khoziaistvo SSSR v 1964 godu. Moscow 1965, 
pp. 391, 411. 

is reinforced by the favorable treatment of the state farms with regard to 

Whatever inequality exists in the endowment of land, labor, and livestock 

supply of machinery and some current inputs, like feed and fertilizer. This 

preference is based not only upon the fact that state farms derive their 

financing from the state budget while collective farms have to purchase the 

machinery, equipment and other inputs out of their incomes, but also upon 

the often misleading notion that the state farms are much more efficient 

intrinsically and will utilize the capital and current inputs more effectively. 

As a result state farms are in a much better position than collective farms 

to modernize, mechanize and to use a much higher proportion of more highly 

trained agricultural specialists. If, in fact, the performance of the state 

farms falls short of the policy-makers' expectations, it is due to the 
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difficulties involved in the management of such large and frequently complex 

enterprises, and often due to the limits imposed upon the management's 

decision-making authority or to shortcomings in the system of incentives. 

This raises a whole host of questions, of which perhaps one is 

of utmost importance, namely, the problem of optimality of farm size. It is 

an axiom of elementary agricultural economics that the optimal size of a 

farm (understood within a certain range and dependent upon level of tech 

nology, types of crops or area of specialization, etc.) might help to reach 

a higher level of output at the least costs. Soviet farm economists have 

for a very long time substituted a distorted version of "economies of scale" 

for the concept of optimality. According to their interpretation, almost 

by definition a 70 h.p. tractor was better than a 50 h.p. one, and a 3,000 

hectare farm more efficient than a 2,000 hectare one by a wide margin. This 

notion, sometimes labeled "gigantomania", had its ups and downs, but was 

never given up or replaced by a rational attitude to use the concept of 

optimality, which would thereby help to determine the size of the socialized 

farms • 

Only very recently were discussions started on the problems of 

the optimal size of farms for particular types of farming and particular 

regions of the country. So far the discussions have rendered arguments that 

justify the status quo rather than reflect serious study of the subject 

matter. The present notions of ''most economical" (another expression for 

"optimal") farm size are very much out of line with our experience, not only 

in the sector of commercial family farms, but also with any type of corporate 

farms existing in the West. Until the Soviet farm managers and farm 

economists study and settle the problem of optimal farm size, which is not 
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an easy task in the absence of a relatively free market, they will follow the 

vicious circle of justifying bigger and heavier machinery as "best suited" 

for big farms and subsequently advocate amalgamation of farms into bigger 

units to "take full advantage" of the big machines, etc., etc. 

Another aspect of farm organization in the Soviet Union which 

merits attention is the one of managerial decisions at the farm level. In 

terms of quality, state farm management is superior to the ones on the 

collective farms (although both are inferior to the quality of management in 

industry), but this does not necessarily imply that it is given more freedom 

of decision-making. The poor quality of farm management persisted and, in 

addition, an elaborate system of centralized control over even minute farm 

decisions was built up. Either detailed instructions of plowing, harvesting, 

etc., followed the prescribed output plan, or the plan for state procurement 

and deliveries was so rigid and detailed that it imposed upon the farms an 

output-mix that was far from the one farms would choose in the absence of 

commands and controls. One would assume that a prerequisite of intelligent 

planning and administration of agricultural enterprises would be the 

granting of a measure of autonomy that enables the local management to make 

decisions that would maximize the returns to the factors of production, at 

least to the extent that they are not at variance with the national interest. 

b. Private Agriculture 

The private economy of the agricultural or rural population plays 

an important role in the Soviet Union. But it is also an area of much un 

easiness on the part of the policy-makers. The policy-makers attitude is 

rooted in dogmatic-ideological prejudices rather than in objections based 

upon any type of economic analysis. The major resources used in the private 

367 



economy are the following: 6.7 million hectares of land or about 3.1 per 

cent of total sown area, privately held livestock and some workstocki the 

most important among inputs being the work of 8.9 million collective farm 

members and state farm workers, 91 per cent of which are women who divided 

their work effort between the socialized and the private sectors, and feed 

obtained from their household plot and from the socialized sector. With 

these resources the private sector is still able to produce about 30 per cent 

(34.2 per cent in 1963) of the officially reported gross agricultural output 

or about 18-20 per cent (23.8 per cent in 1963) of the crop output and over 

40 per cent (45.6 per cent in 1963) of the livestock output. 

It is true that the share of the private sector in marketed out 

put is only about 15-16 per cent, thus by its nature it is oriented primarily 

towards meeting the consumption demand of rural households. 

The economic significance of the private sector concentrated as 

it is on the production of labor intensive crops and livestock products, 

potatoes, vegetables, fruits, milk, meats and eggs, goes much beyond its 

contribution of a share in the total marketings of these products. During 

the Stalin period the private economy provided the peasants with the bulk of 

their income, thus allowing the farms to pay an artificially low remuneration 

for the agricultural labor of their members. But much more significant is 

the fact that apart from grain and some feed neither the Soviet state nor 

the prevailing agricultural institutions were under any obligation to supply 

the rural population with food products. The reliance upon the output of 

the private sector (as much as it may have been detested by the policy 

makers in their official pronouncements) allowed the socialized sector not 

only to market a high percentage of its output but also to achieve a 
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higher degree of specialization and increase productivity in various branches 

contrary to the views of some Soviet economists and policy-makers does not 

or agricultural output. Thus the private sector in Soviet agriculture, 

play an antagonistic role with regard to the socialized sector but is 

complementary in the sense that it enables the socialized sector to specialize, 

to economize on labor and to keep labor costs relatively low. The interesting 

feature of the private sector 1s that using very little capital the crop 

yields and the. livestock output per unit of livestock are substantially 

higher than in the socialized sector. It is true that the labor inputs per 

unit of land and livestock are higher in the private sector but the level 

of productivity measured as output divided by the measurable inputs is not 

much lower on the tiny garden plots than on the giant mechanized farms of the 

socialized sector. Therefore, as long as the socialized sector of agriculture 

is not sufficiently supplied with capital and skilled labor and is not in a 

position to attract labor by the relative level of wages, its dependency 

upon the private sector will continue. This also might be the reason why 

any attempt to restrict the private sector, particularly of the collective 

farmers, had its repercussions not only in terms of decreased incomes of the 

farmers but in reduced incentives to raise productivity in the socialized 

sector. Any attempt to tamper with the private sector affected the 

complementarity of the two sectors and ultimately was bound to harm the 

socialized sector. Thus what has been described by one of my colleagues as 

the paradox of the "tractor and the hoe" actually represents two sides of 

one coin, namely, the problems of a socialized agriculture insufficiently 

endowed with capital and having a relatively abundant labor supply. In 

view of the above, the performance of the private household sector, starved 

of capital and current inputs even to a greater extent than the socialized 

sector, is truly remarkable. 

369 



V. AGRICULTURAL PRODUCTION 

Economists have, in the past, encountered considerable diffi 

culties in attempting to estimate the size and composition of the Soviet 

agricultural output. The reasons are manifold, but the difficulty is based 

primarily upon the various degrees of accuracy and credibility of the 

officially published data. 

It is generally believed that the output figures for agricultural 

commodities which are marketed in total and procured by the state to supply 

the food industry are by and large accurate and reliable -- at least their 

magnitude can be verified by the statistics of the industrial sector. The 

agricultural commodities, a large share of the output of which is used in 

the agricultural sector itself, are in a different situation. Data for the 

distribution between end-use and use as intermediate products are neither 

accurate nor available. Grains are in a separate category although; there 

is no doubt that the official grain figures have been inflated. The 

inflation took various forms. During 1933-1953 the "biological yield" was 

officially reported as output; during 1953-1963 the officially claimed 

''barn yield" was reported as output; in 1965 it was officially admitted that 

the ''barn yield" was the volume "initially reported as harvested by the 

farms". It would take us outside of our main topic to go into an analysis of 

methods of independent estimation of the grain crop or of adjusting the data 

for losses, moisture content, impurities, padding of accounts, etc. It 

might perhaps suffice to indicate the range of disagreement by pointing out 

that for the years 1955-1963 the official estimate of yearly average of 

grain output was 121.1 million tons; the USDA estimate was 101.9 million tons 

and my own private estimate was 102.7 million tons. Thus the difference 
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between the official Soviet data and the two estimates which are very close 

to one another (although they involve more substantial differences for 

particular single years) is in the neighborhood of 18-19 million tons 

yearly. More important is the fact that most of the area of disagreement 

between the official Soviet estimates and the ones by the American scholars 

is about the output of food grains rather than feed grains, which would 

explain both the extreme sensitivity of the Soviet policy-makers to decreases 

in output and perhaps also the composition of their recent grain purchases in 

the W3st. In other words, the differences in the estimates of grain 

production affect the estimates of net grain output, the share consumed by 

the population, processed by industry and exported, rather than the estimates 

of gross agricultural output. 

It is, therefore, assumed by most w3stern sholars that the 

official Soviet index of gross crop output which for the years 1963-64 was 

237 with the year 1913 as a base is grossly overstated (one of the means of 

overstating the current output has also been to understate the 1913 output 

used as a base). Most foreign scholars would probably agree that the present 

gross output is in the neighborhood of 170-180 with regard to 1913. This, 

in view of a population increase of 43 per cent, is hardly a record to 

boast about. Real growth took place in some of the industrial crops, notably 

cotton, sugar-beets and sunflower seed, in which the achievements are 

impressive. The growth of potato output signified the substitution of an 

inferior product for grain under conditions of a curtailed, insufficient 

grain supply. The growth of crops production of the commodities mentioned 

above was due to a combination of factors, of which the most important were 

expansion of sown area in regions with suitable climatic conditions, increase 

in yields attributed to the use of fertilizer and improved seed varieties, 



and pricing policies that made it both profitable for the farms and 

remunerative for the labor force to increase output. Thus, the Soviet Union 

has achieved a relatively high yield of cotton (over 20 cwt/hectare of seed 

cotton), a high oil-content of sunflower seed (over 37 per cent of the dry 

matter), and an expansion of the sugar-beet raising area that made Russia 

self-sufficient in sugar (although at relatively high per-unit costs). 

As far as grain and potatoes are concerned, the yields are very 

low (the lowest in Eastern Europe), with grain unable to cross (except for 

single bumper crop years) the 10 cwt/hectare level and potatoes still below 

the 100 cwt/hectare level. It will certainly require a considerable amount 

of mineral fertilizer and other additional inputs and organizational improve 

ments to increase the level of yields. This is the type of policy that 

requires a longer time-horizon on the part of the Soviet planners than they 

have so far been willing to employ. But the decision to intensify agriculture 

is one that cannot be indefinitely postponed, and resources will have to be 

found unless agriculture is to become a constant drag upon the economic 

development of Russia. So far Soviet politicians and economists have paJd 

lip-service to the idea in the abstract, trying to get by with the smallest 

possible real resource commitment; it will, however, become a test for the 

present leadership of the Soviet Union to introduce and execute a really 

new policy that will payoff in the long run. 

The Soviet policy in increasing the output of livestock products 

put the cart ahead of the horse. Just as in crop production, where the 

stress was on the expansion of the sown area rather than on the increase of 

yields, so in the case of livestock the rise in numbers preceded the growth 

of the feed supply. After a short period, when as a result of the virgin 
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land program the total grain availability increased and the corn program 

resulted in a rise of corn silage output and a temporary rise in the feed 

supply, the feed supply fell short of the requirements for an increased 

volume of livestock products. 

One of the striking features of livestock production is the 

very low feeding efficiency, or to put this in other terms, the very high 

feed intake per unit of livestock output.~1 It is often blamed on the low 

protein content of the feed, low quality of the concentrates, succulents or 

coarse feeds.ll But whatever the reason, the Soviet Union has probably 

among the lowest feed conversion coeffici~nts in the world. This was one of 

the many reasons that prevented Khrushchev from overtaking the United States 

in the production of livestock products. The productivity per head of 

livestock is quite low and improvements in breeding are at a primitive 

stage. As a result, per capita livestock output is still the lowest even 

among the East European countries. 

11 For 1962 the officially reported volume of feed per kg. of production in 
the socialized sector was in feed units (oat units); for milk 1.7; for beef 
(live weight) 12.2; for pork (live weight) 13.6. At such feeding rates all 
Canadian and U.S. livestock farmers would go bankrupt in one year. A Soviet 
source also reported that in the State farms during 1963 the daily weight 
of increment of beef cattle was 268 grams and the time period needed to 
fatten a pig until it reached 90 kgs.of live weight was 540 days. Ekonomika 
Sel'skogo Khoziaistva, No.5, 1965, p. 20. 

11 One might perhaps suspect that the faulty reporting of gross output 
inflates the availability of feed; results thus obtained would not reflect 
the actual situation, which might be more favorable as far as feeding 
efficiency is concerned. 
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VI. PROCUREMENT POLICIES, PRICES AND FOREIGN TRADE 

IN SOVIET AGRICULTURE 

In order to understand and evaluate the performance of Soviet 

agriculture some attention ought to be paid to the pattern of distribution 

of output among the various claimants, and to the 50-called "terms of trade" 

between the agricultural sector and other sectors of the economy. According 

to official calculations the share of marketings in the gross output 

increased from 32 per cent in 1913 to 45 per cent in 1953 and 55 per cent in 

1962. Since the gross output is overstated, the share of marketings is 

probably higher. The major part of the agricultural marketable output is 
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procured by the state. 

The state procures all the cotton, sugar-beets, tobacco, most of 

the flax, hemp, sunflower seeds and wool -- in other words almost all of 

the output that is being processed by the food and textile industries. In 

the market for industrial crops the government is a monopsonist, the only 

buyer, and therefore determines the price. As far as other agricultural 

commodities are concerned, the share of government procurements in the 

marketable output is rising.ll 

To the extent that the Soviet policy-makers' desire to control 

and increase the marketable agricultural output, played an important role 

among the motives to socialize agriculture, the goal was achieved. But if 

11 During the last decade the share of government procurements in the 
total marketings increased appreciably. For selected commodities the rise 
was as follows: 
Grains from 86 to 93 per cent; potatoes from 45 to 63 per cent; vegetables 
from 49 to 72 per cent; meat from 66 to 80 per cent; milk from 77 to 91 
per cent; eggs from 45 to 74 per cent. 
TSSU SSSR, Narodnoe Khoziaistvo SSSR v 1964 godu, Moscow 1965, pp. 253-255. 



the control over the marketable output was intended to stimulate production 

and increase agricultural output, the objective failed. It has failed, in my 

humble opinion, primarily because of the "terms of trade" imposed by the 

Soviet government. The other alternative to state procurements, the so- 

called "collective farm market", where agricultural products can be sold at 

prices that the market will bear, was under constant administrative control 

by the government, which limited not only the supply of the socialized 

enterprises to this market, but put all sorts of restrictions upon the major 

suppliers, the collective farm households. With limitations imposed upon the 

only alternative to state purchases, the socialized enterprises were at the 

mercy of the price fixing "rationale" of the state planners. During the 

stalin period the procurement prices for most commodities (with the notable 

exception of industrial crops) remained unchanged at approximately the level 

of 1928, in spite of an at least ten-fold increase in retail food prices and 

prices of industrial goods. Thus a paradoxical situation arose where 

procurement prices for most commodities were virtually confiscatory and 

procurements a tax in kind. By 1952 the paradox reached the absurd state at 

which the government paid for the cotton procurements more than ten-times the 

sum paid for all the grain procurements in that year. This led to stagnation 

and an incentive crisis during the last years of the Stalin regime. The 

post-Stalin period witnessed a spectacular rise in procurement prices.ll 
Under Soviet conditions, where the government controls both the factor and 

product prices, the increase of procurement prices for the collective farm 

marketable output could result in a rise of the price of labor, or incomes of 

the farmers, provided the prices for other factors of production do not rise 

accordingly. Indeed between 1953 and 1957 the incomes of the collective 

See, Appendix B, Tables No. VI, VII. 
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farmers were rising, thus providing an incentive to produce more and work 

harder but since 1958 the prices of other f ac tor's rose rapidly and the price 

of labor did not increase appreciably, if at all. What followed was an 

increase in the costs of production, accompanied by a new crisis of incentives, 

which marked the end of the Khrushchev era. Characteristically the new 

leaders of the Soviet Union started their "term in office" by a repetition of 

the early Khrushchev measures, namely, both by removing some restrictions of 

the private household farming and increasing prices paid to the socialized 

farms for the procurement of agricultural commodities. On the balance, the 

"terms of trade" between agriculture and other sectors of the economy have 

improved considerably since the Stalin period, but in the process the 

incentives have so far been insufficient to influence the volume of output, 

and in the meantime the Soviet Union has become a high cost producer of 

agricultural products.ll 
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The distribution of agricultural output, particularly the 

targets for government procurements are influenced by the estimates of the 

following major end uses of the products: 1) Domestic direct consumption, 

2) Industrial uses for domestic purposes, 3) State reserves, and 4) 

Foreign trade. Domestic direct consumption and industrial uses for domestic 

purposes both increase alongside population growth, urbanization and rise in 

the standard of living. At the present stage of economic development of the 

Soviet Union, the income elasticity of demand for agricultural products is 

still relatively high, somewhere between .6 - .7. The requirements of state 

reserves are considerable, particularly due to the political views of the 

Soviet leadership. The demand of foreign trade, or of the state monopoly of 

foreign trade upon the agricultural output are determined by political as 

!.I See Appendix B, Table No. VIII. 



correct to characterize the Soviet attitudes towards foreign trade as 

well as economic considerations, the latter combining the long-run as well 

as the short-run interests of the Soviet economy. It is probably still 

influenced by the desire for self-sufficiency in many products and a general 

distrust of the outside world, but we also have frequent examples of the 

Soviet Union entering foreign markets not for disruptive purposes, not by 

means of dumping, but to take advantage of particular market situations as 

one of many competitors. In the area of agricultural products the Soviet 

Union became, particularly during the last decade, a net exporter of cotton 

and grain. The Soviet Union entered the grain market, one of the more 

competitive segments of the world market, as the chief supplier of the 

Eastern European Communist bloc countries and made a number of attempts to 

penetrate the markets of its Scandinavian neighbors, of Western Europe and 

even of the Western hemisphere (Brazil being a case in point). 

Tables IX - XII in the Appendix B provide some data about the 

11 
order of magnitude involved in the Soviet grain exports during 1955-1964.- 

For the period under consideration the yearly average of net grain exports 

was approximately 5.4 million tons of which over one million was feed grains, 

with the overwhelming volume in food grains. The range of net exports was 

from 2.7 million tons to 7.8 million tons. For the period 1955-1962, over 

72 per cent of all wheat exports of the Soviet Union went to the East 

European bloc countries (for 1955-1963 the share would be 77.6 per cent). 

The rest was divided between exports to other countries maintaining close 

relations with the Soviet Union (Cuba is a more recent example) and to the 

11 The data reflect the extent of the massive 1964 grain imports but 
not, of course, the effects of the 1965-66 grain imports. 
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countries in Northern and Western Europe. Of those last mentioned, the 

only one in which Soviet exports predominate is Finland where proximity, 

political and economic dependence explain the prevailing situation. 

vlliat emerges from the inspection of Soviet grain exports is a 

picture of dominance in the market of the East European Soviet bloc. In 

most other instances the share of the Soviet exports in the importation of 

grain of the countries is relatively small. Thus, the Soviet Union appears 

to either enjoy its position as the major grain supplier in Eastern Europe 

or to be under some obligation to do it. As far as the markets outside of 

its sphere of influence are concerned, the Soviet Union appears to have 

behaved competitively in the recent past. 

It follows from the previous description of Soviet trade policies 

in agricultural commodities that the Soviet policy-makers, by keeping domestic 

prices separated from world market prices and concentrating large quantities 

of food and fiber in the hands of the State are in a better position to meet 

foreign demand under conditions of fluctuating levels of supply; nevertheless 

they tend to operate within certain constraints. The major constraint is 

the demand for domestic uses, which is growing. The Soviet position in the 

world market for agricultural output depends upon the level of production. 

One could assume that within the foreseeable future the output of industrial 

crops will be growing, although future output will involve relatively 

larger inputs than in previous years. The crucial area will be that of grain. 

The facts of commitment of huge resources to the mineral fertilizer 

investment program presently under way and the almost irreversible nature of 

such a program indicate the determination to supply the Soviet grain area 

with an increasing volume of fertilizers. Provided that mineral fertilizers 
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and herbicides are used judiciously, in areas of their highest economic 

effectiveness, we could expect within the next 10 years the establishment of 

a level of grain yields of 10.5 to 11 cwt/hectare. On the assumption that 

the present crop area might contract to provide more fallow land in the 

eastern regions of the Soviet Union, I would still expect an estimated grain 

crop of about 126-132 million tons of usable grain. 

It is obvious that this output level cannot be reached at once, 

and one would expect a gradual improvement over a longer period during which 

both the domestic demand and build-up of reserves would take precedence. It 

is not likely, therefore, that within the next five years the Soviet Union 

will regain or establish its place as a major grain exporter in the world 

market. 

One could perhaps argue that on the basis of the pure theory of 

comparative advantage, the Soviet Union ought to specialize in the export of 

machine-tools and import grain. But on the one hand, our world does not in 

many respects conform to the competitive market model, and on the other hand, 

Soviet policy-makers would not "endanger their political independence by 

putting themselves at the mercy of the imperialists". Therefore, Soviet 

economic thinking and policy formulation even of the most "liberal" kind is 

directed towards studying the comparative costs of grain and oranges, which 

might lead to abandonment of autarky policies in oranges but certainly not 

in grains. Given the slow progress of Soviet thinking in the direction of 

free trade, and its dependence upon the experience of "peaceful coexistence", 

it would be difficult to predict the time schedule for any abrupt changes in 

the policies of the Soviet foreign trade monopoly. That the change might be 

slow, gradual and cumulative is the best that one could hope for. 
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APPENDIX A 

The Grain Situation in the Soviet Bloc Countries 

In most of the European Soviet bloc countries, except the Soviet 

Union, the output of feed grains exceeds food grain output. The only 

exception is Poland, but even there if the use of food grains for animal 

fodder is taken into account, the total consumption of feed from domestic 

sources exceeds the consumption of grains as food. 

The increasing output of feed grains and its growing share in 

total grain production is a repetition of a process that started much earlier 

in Western Europe and still continues. It is in a sense a process of sub 

stitution of higher value products, animal proteins, for lower value products. 

From the available data for the Soviet bloc countriesll it appears that 

during 1950-1962 the per capita output of food grains was increasing in 

Bulgaria, Romania and Poland, while in Czechoslovakia, East Germany and 

Hungary it was declining. The evidence points to the fact that the acreage 

of grains and of food grains in particular within the bloc countries was 

declining over the last decade and a half. The main reason is probably the 

existing high labor-land ratio, which enables the production of more labor- 

intensive, but higher income yielding crops than an extensive grain economy. 

Thus one ought not to expect any increase of the food grain area in the 
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European bloc countries. A higher level of grain output could conceivably be 

attained by either an increase in the level of yields per unit of land or by 

a change in the composition of the grain output by substitution of higher 

yielding crops for lower yielding ones, or by a combination of the two 

11 See, Appendix B, Table I. 



factors mentioned. The official data 11 suggest that the advantages (in 

terms of grain yield increases) from substitution of grains are very modest 

indeed. Although it is by no means suggested that the grain yields reached 

an absolute ceiling, it is probable that the increases of the wheat yields 

achieved cannot be easily repeated, while the most spectacular rise of corn 

yields probably exhausted pretty much the possibilities of yield increases 

due to the application of hybrid seeds. 

Thus, in addition to limitations imposed by soil and weather, 

small additional increments over and above the 1957-61 level of yields can 

be achieved over the 1950-54 level. Huge amounts of mineral fertilizer, 

insecticides, and the application of modern agricultural techniques would 

be required to raise the level of grain yields. This is not to say that the 

incremental investments would be unprofitable; it is only to point out that 

it may tax more of the resources of the countries than their leaders might 

be willing to assign, particularly since the marginal rate of return might 

be lower than in the case of other alternative investment opportunities. 

Therefore, the European countries of the Soviet bloc decided to rely upon 

grain imports rather than to expand domestic production.!/ One can view 

grain imports as a measure to save on investments in agriculture. Grain 

imports might also be viewed as a substitute for the import of livestock 

products, provided the countries have a relative advantage in livestock vs. 

crop production (such an advantage is claimed by Czechoslovakia and East 

Germany) in comparison with the Soviet Union. In some cases grain imports 

may serve to create an exportable volume of livestock products, particularly 

See Appendix B, Table II. 

See Appendix B, Table III. 
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to the Western world, which would provide the necessary foreign exchange. 

The preference for the bloc countries to import grain from the Soviet Union 

was based upon the situation of their balance of payments (lack of hard 

currency or long-term credits) or of their trade balance. 

While it is difficult for most bloc countries to obtain hard 

currency by competing in the Western markets with their exports of manu 

factured, industrial goods, therefore choosing to export high cost 

agricultural processed goods instead, they find in the Soviet Union an eager 

customer for their industrial goods. Thus they save hard currency, however 

earned, for the purchase of goods in the world market that are not obtainable 

from the Soviet Union and purchase grain from the Soviet Union for industrial 

goods that cannot be sold anywhere else. These are some of the constraints 

under which the Eastern European members of the Soviet bloc conduct their 

trade in grains. An additional constraint was added when the Soviet Union 

found itself unable to fulfil its long-term obligations with regard to 

grain exports to the bloc countries. The two available alternatives were for 

the Soviet Union either to purchase grain in the West against the payment 

from its foreign exchange and gold reserves and resell the grain to the bloc 

countries for "soft" currency, or to have the bloc countries obtain credits 

for direct purchases on the strength of whatever persuasion they themselves 

might possess. If we would assume that the Soviet Union will be in no 

position to enter the world grain market for the next five years, one cannot 

be so firm in the assertion that the same is applicable to Soviet grain 

exports to the bloc countries. There will probably be a strong temptation 

for political if not for economic reasons to recapture the grain market in 

the bloc countries. The safest assumption would, therefore, be to consider 
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the Soviet grain exports to the bloc as a function of the short-run 

fluctuations of Soviet grain output, and in the absence of long-term 

substantial credits to view Western grain exports to the bloc as a possibility 

but not as a certainty. 
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APPENDIX B 

TABLE I 
Per Capita Output of Grains (in Kgs.) 

In the Eastern European Bloc 

1950 1955 1958 1959 1960 1961 1962 

HUNGARY 

Total Grain 584 671 569 731 683 604 672 

Including Food 
Grain 307 274 188 237 212 222 220 

Including Feed 
Grain 277 397 381 494 471 382 452 

BULGARIA 

Total Grain 430 560 503 621 611 544 547 

Including Food 
Grain 278 279 314 325 313 263 265 

Including Feed 
Grain 152 281 189 296 298 281 282 

ROMANIA 

Total Grain 315 572 401 580 331 568 514 

Including Food 
Grain 148 185 168 226 193 220 220 

Including Feed 
Grain 167 387 233 354 138 348 294 

POLAND 

Total Grain 463 473 468 480 480 515 474 

Including Food 
Grain 335 332 333 359 342 371 308 

Including Feed 
Grain 128 141 135 121 138 144 166 
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TABLE I (cont'd) 

1950 1955 1958 1959 1960 1961 1962 

CZECHœLOV AKIA 

Total Grain 379 388 357 405 419 400 409 

Including Food 
Grain 207 185 169 192 175 194 184 

Including Feed 
Grain 172 203 188 213 244 206 225 

EAST GERMANY 

Total Grain 313 326 335 319 340 255 307 

Including Food 
Grain 189 198 215 202 208 149 177 

Including Feed 
Grain 124 128 120 117 132 106 120 

Source: Mezhdunarodnyi Sel'skokhoziaistvennyi Zhurnal, No. l, 1965, p.S. 
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TABLE II 

Avera~e Yields of Grains (cwt/hectarel for 

Selected Years 

Czecho- East 
Bulgaria Hungary Romania Poland slovakia Germany 

Wheat 

1950-54 14.6 14.6 10.9 12.3 IB.9 2B.6 
1957-61 16.9 15.9 12.5 17.2 22.2 30.9 
1962 16.7 17.9 13.3 19.3 24.4 31.1 
1963 15.9 15.6 13.2 19.9 24.6 30.0 

Rye 

1950-54 10.B 12.0 10.2 11.9 17.0 21.0 
1957-61 10.1 n ,s 10.3 15.4 19.9 20.7 
1962 B.2 10.0 9.9 14.3 20.B 21.4 
1963 9.B 10.3 9.B 16.2 20.6 20.4 

Barley 

1950.·54 15.1 14.9 5.5 13.1 17.9 23.7 
1957-61 19.5 19.4 14.3 17.5 21.6 27.9 
1962 19.7 20.9 16.7 19.5 25.2 31.1 
1963 IB.O 17.0 15.8 19.B 23.5 28.2 

Oats 

1950-54 10.3 11.5 B.2 12.B 16.1 24.9 
1957-61 11.7 13.7 10.3 16.0 IB.7 24.9 
1962 7.4 13.7 9.6 17.2 20.2 28.3 
1963 10.0 11.B 9.6 16.8 n.a. 25.6 

Corn 

1950-54 10.7 IB.9 10.6 n.a. 21.7 
1957-61 19.2 23.4 15.0 25.4 27.4 
1962 23.7 23.1 15.9 21.7 19.9 19.6 
1963 26.2 27.6 17.8 20.0 29.B 17.6 

Source: Mezhdunarodnyi Sel'skokhoziaistvennyi Zhurnal. No.1, 1965, p. 5. 
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TABLE III 

Share of Imports (-) or Exports (+) of Grain in the 

Food and Feed Grain Balance of Some Bloc Countries 

1950 1955 1958 1959 1960 1961 1962 

East Germanx: - 7.7 -18.3 -23.5 -21. 7 -23.4 -27.3 -28.7 

Total Grains 

Food Grains - 5.1 -16.8 -27.9 -26.6 -29.4 -33.1 -33.7 
Feed Grains -11.4 -20.6 -14.0 -11.9 -11.2 -17.2 -20.7 

Czechoslovakia -10.1 -20.9 -26.3 -24.9 -25.1 -21.1 -18.5 

Total Grains 

Food Grains -16.2 -26.9 -30.1 -40.0 -40.0 -32.9 -25.8 
Feed Grains - 1.6 -14.7 +11.3 - 2.7 - 8.1 - 11.3 -11.5 

~ - 1.8 - 8.3 - 5.7 -10.5 -12.3 -13.0 -13.7 

Total Grains 

Food Grains - 1.4 -11.2 - 8.3 -11.0 -15.0 -15.5 -15.7 
Feed Grains - 2.4 + .1 + 1.5 - 8.9 - 4.6 - 5.8 - 8.7 

Hun!lan: + 7.1 .9 - 1.8 - 3.2 - 4.3 - 8.3 - 8.4 

Total Grains 

Food Grains +14.2 - 2.3 - 2.3 8.4 -11.5 -15.8 - 6.0 
Feed Grains + .2 + 3.9 - 1.6 .5 .6 - 3.2 - 9.5 

Romania + 4.9 + 2.4 + 4.0 + 2.1 + 5.4 + 7.7 +11.0 

Total Grains 

Food Grains + 2.0 - 7.8 - 6.0 + .1 - 1.7 - 5.2 + .9 
Feed Grains + 7.6 + 8.1 +12.6 + 3.5 + 9.9 +17.8 +19.3 

Source: Mezhdunarodnyi Sel'skokhoziaistvennyi Zhurnal. No. l, 1966, p. 7. 
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TABLE IV 

Distribution of Irrigated Area 1957 and 1964 

(in 1,000 hectares) 

1957 1964 

Total Irrigated Area 7,210 8,085 

I. Including orchards and vineyards 468 769 

II. Including pasture and meadows 443 307 

III. Including household plots 442 401 

IV. Including fallow 62 27 

V. Including crops and sown area 5,795 6,581 

1) Including grains 1,808 1,868 

of which rice 106 186 

2) Industrial crops 2,298 2,685 

of which cotton 2,082 2,461 

3 ) Potatoes, vegetables, melons 470 557 

4) Fodder crops 1,219 1,471 

Sources: ~ SSSR, Sel'skoe Koziaistvo SSSR, Moscow 1960, p. 258. 

Zuzik D. T., Ekonomika Vodnogo Khoziaistva. Moscow 

1959, p, 65. 

Vestnik Statistiki, No.7, 1965, p. 10. 
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TABLE V 

Land Under Irri2ation in the USSR, 1957 Area 

1964 Results and 1965 Irri2ation Tar2et 
(in 1,000 hectares) 

1964 Increase 1965 Difference 
1957 Results (Column II-III) Target (Column III-V) 

Uzhekistan 2,282 2,588 256 2,780 242 

Kazakhstan 1,054 1,039 -15 1,250 -211 

Azerbaijan 884 959 75 1,070 -111 

Kirgizia 823 782 -41 930 -148 

Turkmenia 398 507 109 555 - 48 

Tadzhikistan 344 413 69 495 - 82 

Annenia 183 185 2 220 - 35 

Total Cotton 
Regions 5,968 6,423 435 7,300 877 

RSFSR 819 1,084 265 1,100 -96 

Ukraine 168 325 157 320 + 5 

Georgia 321 210 - 21 265 -55 

Moldavia 24 44 20 70 -26 

Total 7,210 8,085 875 9,135 1,049 

Source: See Table IV. 
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TABLE VI 

Change in Average Prices Paid to Collective Farms and 

Private Individuals for Agricultural Procurements 

(1952 = 1.00) 

1953 1954 1955 1956 1957 1958 1959 1960 

Grains 2.36 7.39 5.53 6.34 6.17 6.95 7.43 7.17 

Wheat 2.45 7.52 5.24 6.47 6.03 6.21 6.56 

Corn 2.07 5.64 6.85 5.72 7.38 8.19 10.08 

Buckwheat 2.21 4.60 4.96 4.41 5.35 8.86 13.86 

Sunflower 
Seed 5.28 6.26 9.87 9.28 9.47 7.74 8.81 7.68 

Cotton 1.05 1.02 .96 1.14 1.15 1.06 1.07 1.07 

Potatoes 3.16 3.69 3.68 8.14 8.59 7.89 8.34 8.85 

All Crops 1.32 1.71 1.69 2.07 2.09 2.03 2.06 2.02 

Beef 3.38 4.76 4.64 5.08 6.04 11.47 12.26 12.28 

Pork 4.53 7.86 8.06 9.76 11.51 11.56 11.81 11.96 

Milk 2.02 2.89 3.03 3.34 3.62 4.04 4.04 4.05 

All Livestock 
Products 2.14 3.07 3.19 3.71 4.20 5.46 5.61 5.60 

Total 
Procurement 1.54 2.07 2.09 2.51 2.66 2.96 3.02 ~.99 

Source: A. N. Malafeev: Istoria Tsenoobrazovania SSR (1917-1963 q.g.) 
Moscow 1964, pp. 412-413. 
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TABLE VII 

Procurement Prices (in rubles per ton) 

State Farms Collective Farms 
(1961) (1963) 

Grains (except corn) 55.90 65 

Wheat 55.70 75.60 

Sunflower Seed 80 181 

Cattle 663 799 

Hogs n.a. 980 

Poultry 898 1,322 

Milk n.a. 121.8 

Eggs (1,000 ) 58.20 70 

Wool 2,494 4,019 

TABLE VIII 

Reported Farm Production Costs (in rubles per ton) (l) 

State Farms Collective Farms 
1958 1964 1958 1962 

Grain (except corn) 37 51 38 37 

Potatoes 58 n.d. 28 38 

Sugar-beets 17.4 23 12 16 

Cattle B06 1,346 798 834 

Hogs 1,007 1,267 1,148 1,146 

Mill:: 124 172 116 129 

(l) According to the official Soviet exchange rate, U.S. 1.00 = .91 rubles. 
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TABLE IX 

USSR Grain Exports by Calendar Years 

(in 1,000 metric tons) 

Year Wheat Rye Barley Oats Corn Total 

1955 2,035.8 698.9 565.0 75.6 307.4 3,682.7 

1956 1,452.4 519.4 785.4 164.3 293.7 3,214.2 

1957 5,450.8 440.6 1,214.0 223.5 84.6 7,413.5 

1958 3,878.7 461.0 278.3 261.1 220.5 5,099.6 

1959 6,052.0 548.9 121.6 131.4 154.9 7,008.8 

1960 5,624.4 682.5 324.0 41.5 122.2 6,794.6 

1961 4,800.6 1,088.0 1,006.8 179.9 405.6 7,480.9 

1962 4,765.2 1,300.3 466.8 25.3 1,256.7 7,814.3 

1963 4,105.6 815.0 594.2 22.0 723.1 6,259.9 

Total 38,165.5 6,554.6 5,356.1 1,124.6 3,568.7 54,769.5 

1964 2,030.5 150.3 665.8 28.3 638.6 3,513.5 

Total 
1955-64 40,196.0 6,704.9 6,021.9 1,152.9 4,207.3 58,282.0 
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TABLE X 

Food Grain Exports by Calendar Years 

(in 1,000 metric tons) 

Year Wheat Rye Total 

Net Exports Exports 

1955 2,006.7 689.9 2,705.6 

1956 1,009.1 519.4 1,528.5 

1957 5,328.7 440.6 5,769.3 

1958 3,.555.4 461.0 4,016.4 

1959 5,805.1 548.9 6,354.0 

1960 5,526.4 682.5 6,208.9 

1961 4,144.7 1,088.0 5,232.7 

1962 4,720.1 1,300.3 6,020.4 

1963 1,053.1 815.0 1,868.1 

1964 -5,250.9 150.3 -5,100.6 

Total 27,898.4 6,704.9 34,603.3 

Source: Same as Table IX. 
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TABLE XI 

Feed Grains Net Exports by Calendar Years 

(in 1,000 metric tons) 

Year Barley Exports Oats Exports Corn (net exports) Total 

1955 565.0 75.6 31.6 672.2 

1956 785.4 164.3 243.5 1,193.2 

1957 1,214.0 223.5 54.3 1,491.8 

1958 278.3 261.1 -41.0 498.4 

1959 121.6 131.4 154.9 407.9 

1960 324.9 41.5 5.0 370.5 

1961 1,006.8 179.9 383.0 1,569.7 

1962 466.8 25.3 1,256.7 1,748.8 

1963 594.2 22.0 723.1 1,339.3 

1964 665.8 28.3 638.6 1,332.7 

Total 6,021.9 1,152.9 3,449.7 10,624.5 

Source: Same as Table IX. 
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TABLE XII 

Net Export of Grains by Calendar Year 

(in 1,000 metric tons) 

Year Food Grains Feed Grains Total 

1955 2,705.6 672.2 3,377.8 

1956 1,528.5 1,193.2 2,721. 7 

1957 5,769.3 1,491. 8 7,261.1 

1958 4,016.4 498.4 4,514.8(1) 

1959 6,354.0 407.9 6,761.9(1) 

1960 6,208.9 370.5 6,579.4(1) 

1961 5,232.7 1,569.7 6,802.4 

1962 6,020.4 1,748.8 7,769.2 

1963 1,868.1 1,339.3 3,207.4(1) 

1964 -5,100.6 1,332.7 -3,767.9 

Total 34,603.3 10,624.5 45,227.8 

(45,945.8)(1) 

(1) Actual Net Exports 4,318 in 1958; 6,752.3 in 1959; 6,554.2 in 1960, 
and 3,157.0 in 1963. 

Source: Same as Table IX. 
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ALTERNATIVES AND OPPORTUNITIES FOR CANADA IN 
INTERNATIONAL TRADE IN AGRICULTURAL PRODUCTS 

by 

D. R. Campbell 
Professor of Economics, University of Toronto 

The fact that the value of merchandise exports and imports repre- 

sents a large proportion of Gross National Product in Canada means that the 

entire economy is vitally affected by international trade developments. "In 

recent years merchandise exports have accounted for around 50 per cent of the 

output of goods in Canada and imports for around 50 per cent of the total ex 

penditure on goods ."Y Exports of agricultural products constituted 24 per 

cent of total Canadian exports in 1963,Yand roughly one-quarter ()f agr i « 

cultural output. With the vast changes which are occurring in agricultural 

technology and in agricultural policies in most areas of the world, the sub- 

ject of this paper is of great impottance to the future of Canadian agricul- 

ture, and indeed to the entire economy. 

This paper is divided into five parts. Part I deals with national 

objectives, the contribution which Canadian agriculture has made and can make 

toward achieving them, and a brief review of the main features of agricultural 

policy in Canada. Part II examines three alternative general approaches in 

Canadian foreign agricultural policy and the factors which are relevant in 

choosing the most desirable approach. Part III describes trends in agricul- 

ture and policy in various regions and countries. Part IV deals with likely 

international market conditions for a number of Canadian farm products. Part 

V attempts to draw together the information of the preceding sections to iden- 

tify the trade and domestic policy or policies most likely to be in the inte 

rest of Canada. 

}) Clark, M.G., "Canada and World Trade", Economic Council of Canada, 1964,p.1. 
~I Downs, J .R., "Export Projections to 1970", Economic Council of Canada, 

1964, p.4. 
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I. CANADIAN POLICIES - NATIONAL AND AGRICULTURAL 

1. The achievement of national economic objectives 

Canada has three major economic objectives -- high employment, 

stable prices, and rapid growth. Over the past nine years we have had about 
1/ 

50 per cent success in achieving them:- we have had persistently high rates 

of unemployment (failure); we have had quite stable prices (success); and we 

had almost no growth. in the first five years, and rapid growth in the last 

four (half failure and half success). To these objectives might be added a 

fourth -- providing a satisfactory standard of living and social security to 

all citizens regardless of their ability to produce and to earn. 

Agriculture, in most countries, plays an important role in the 

achievement of national economic objectives, In an excellent article, "The 
2/ 

Role of Agriculture in Economic Devel.opnent "?" the authors describe five ways 

in which agriculture in low income countries can serve economic development. 

They are (1) meeting increases in domestic demand for farm products, (2) pro- 

viding exports to earn foreign exchange, (3) freeing labour for non-farm sec- 

to~ (4) making capital available to non-farm sectors, and (5) providing a 

A simple average of annual unemployment rates for the years 1957 to 1964 
inclusive was 5.98 per cent. The Wholesale Price Index increased only 
from 113.8 (1949 = 100) in 1956 to 123.8 in 1964, and the Consumer Price 
Index from 118.1 to 135,4 in the same peTiod. These were slower rates of 
increase than in almost any other western country, 
The real per capita income of Canadians was higher in 1956 than in any 
succeeding year until 1962, Per capital Gross National Product in con 
stant 1957 dollars was as follows: 
Year 1956 1957 1958 1959 1960 1961 1962 1963 1964 

$ 1954 1913 1886 1906 1910 1920 2011 2068 2163 
Source: Canadian Imperial Bank of Commerce Commercial Letter, July 1965, 

:J Johnson, B. F. and Mellor, J. W., "The Role of Agriculture in Economic 
Development", American Economic Review, Vol. LI, No, 4, 

~----~----------------------- -- -- 



market for the output of non-farm sectors. While this article refers to low 

income countries, an examination of post-war Canadian developments indicates 

that Canadian agriculture has contributed to the achievement of our national 

objectives under four of the five headings presented above. (1) The increase 

in domestic demand for food has been met by a 58 per cent increase in phys- 
1/ 

ical volume of farm production between 1945-7 and 1962-4.- (2) Agricultural 

exports have earned about 20 to 25 per cent of the foreign exchange earned by 

Canadian merchandise exports, whereas agriculture's share of Net National In- 

come has been only about 6 to 7 per cent. (3) That agriculture has supplied 

other sectors of the economy with large numbers of workers is evident from 

the 46 per cent decline in number of farm workers between 1946 and 1964. (4) 

While it is difficult to document any flows of capital from agriculture to 

other sectors, agriculture has provided the rest of the economy with low cost 

food; the index of farm prices has increased only 26 per cent between 1946 

and 1964 whereas the Wholesale Price Index increased 77 per cent in the same 

period. (5) Agriculture has provided a large and growing market for machinery 

and farm supplies used in production. 

2. Agricultural policies and programmes 

Agricultural policies are usually formulated with one or more of 

the following objectives: increase aggregate nét farm income, increase the 

net income of low income farmers, improve the nation's balance of trade, or 

contribute to national growth. It is the author's hypothesis that Canadian 

farm policy has pursued the first of these objectives; the only exceptions 

!I Obviously the years selected affect the measurement of changes in anything 
so variable as physical volume of farm production. In an earlier paper in 
this series, MacEachern and MacFarlane remark on "the slow rate of growth 
in Canadian farm output of only 1.5 per cent per year" between the early 
1950's and 1964. On the other hand the increase was 23 per cent between 
1957-61 and 1962-4, or about 5 per cent per year. 
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have been the recent ARDA programme and perhaps the controversial limited 

price supports for eggs and hogs, which have pursued the second objective. 

In fact, the programmes implemented have probably contributed more to the 

achievement of the last two objectives -- balance of trade and national grow 

th -- than they have to the objectives of increasing farm income. 

There have been six major types of programme designed to achieve 

the objective of increased aggregate net farm income. 

a) Programmes to lower the cost of production have been based on 

the assumption that lower costs will increase net farm income. Government 

activities in this direction have included research, extension, credit, 

tariff-free imports of farm machinery and most farm supplies, farm gasoline 

tax rebates, some limited subsidies on lime and other inputs, and tbe feed 

frëght subsidy. 

b) Assistance to increase marketing efficiency. Research, exten 

sion, grading, inspection, grants for construction and improvement of pro 

cessing and warehouse facilities, and transportation subsidies have all 

tended to reduce marketing costs. 

c) Tariff and non-tariff protection ag~inst imports. Tariff pro 

tection has been important in the production of broilers, turkeys, tobacco, 

sugar, vegetable oils, seasonally on some fresh fruits and vegetables, canned 

fruits and vegetables, and, of lesser importance on corn, livestock, and manu 

factured milk. Non-tariff protection may have been of greater total import 

ance than tariff protection. Butter imports have been banned, cheese imports 

limited, and wheat, oats, and barley imports made subject to Canadian Wheat 



d) Mod est; price supports. Price supports have been quite inexpen- 

Board licensing.ll 

sive to Canadian taxpayers compared with the experience of other industrial 

nations. They have cost only $436 million in the entire period 1946 to 

I'larch ~l, 1964, compared wit h a total net farm income of $26 bi 11 ion in the 
2/ 

same period.- In so far as price supports have contributed to stabilizing 

production from year to year, they have undoubtedly promoted efficiency of 
3/ 

product ion. - 

e) Export assistance. The provision of Canadian Trade Commission- 

ers in other countries, export credits, Colanbo Plan and World Food Program 

donations of food are some of the major contributions toward promàtion of 

exports. 

f) Co-operatives and marketing boards. The Canadian Wheat Board 

has worked toward market stability and improvement. Provincial marketing 

boards have operated two-price systems, three of them control production, 

By contrast, farm net income in the United Kingdom was Can. $1,227 mil 
lion in 1963-4; price guarantees cost the Exchequer $537 million, and 
production grants cost $312 million. These costs were in addition to the 
regular services of research, extension, grading and so forth. Source: 
Onnd 2621, Her Majesty's Stationery Office, 'London, 1965. 
In the United States it is difficult to ascertain the cost of price sup 
ports because of accounting arrangements between the Commodity Credit 
Corporation and surplus disposal agencies. Direct government payments 
to farmers amounted to U.S. $2,168 million in 1964, or 17 per cent of the 
U. S. $12.704 million of net income of farm operators. Source: "Agri 
culture Abroad", June 1965, Canada Department of Agriculture. 

and many have improved marketing channels and price negotiations. 

II See "Agricultural Protection by Non-tariff Trade Barriers", United 
States Department of Agriculture bulletin ERS-60, 1963. This bulletin 
indicates (p.3) that 41 per cent of Canadian agricultural production 
benefits from non-tariff protection compared with 26 per cent in the 
United States, 37 per cent in the United Kingdom, and greater percentages 
in the remaining 15 countries discussed. 

3/ Wide year-to-year fluctuations in the output of individual products are 
wasteful through their contribution to surplus capacity in farm and pro 
cessing facilities and the build up and disposal of breeding stock. 
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We stated our hypothesis that the major objective of farm policy 

has been to increase aggregate net farm income. Because of the competitive 

nature of farm production, several of the programmes listed above have been 

able to accomplish little in this direction. Much of the benefits of in- 

creased production efficiency, for example, are passed along to consumers, 

including farmers, in the form of lower prices. They have, however, con- 

tributed to national growth through lower prices, increased exports, and 

freeing of labour for industry. Within agriculture those producers who were 

able to adopt the new techniques were made better off, and the remainder were 

made worse off, at least so long as they remained in agriculture. 

Because Canadian agriculture is so heavily dependent upon inter- 

II. FOREIGN TRADE POLICY ALTERNATIVES 

national trade, programmes which increase production and marketing efficiency 

and promote exports make Canadian producers more capable of competing inter- 

nationally. The higher incomes so derived, however, tend to be passed along 

to the factors of production. The factor in the most inelastic supply is 

land, whose price rises with increased profitability in farming. Farmers may 

find that they are rewarded more as land owners than as farm operators. 

Canada can follow three alternative general approaches in agri- 

cultural trade policy: 

1) advocate and negotiate for freer trade and the reduction 

of subsidies and other interferences in agricultural markets, 

2) negotiate market sharing agreements with importers and 

other exporters, and negotiate prices with importers and 

other exporters, 

3) continue, with modifications, the present policy of 
a •• istance in production and exportinq. 
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Factors influencing Canada's choice of alternative approaches 

1. The ability of Canadian farmers to compete internationally if 

all countries were to move in the direction of free market conditions (no 

tariff or non-tariff barriers and no subsidies). 

2. Canada's ability to convert farm resources from those products 

in which we have high relative costs to those in which we have low relative 

costs. For example, the sand upon which tobacco is grown could not be 

readily converted to other profitable use, whereas Ontario land devoted to 

sugar beets could produce corn or beans without serious loss of farm income. 

3. Canada's ability to compete in a widespread programme of sub 

sidization and protection for agriculture. 

4. Probable courses of action by other countries with Canada taking 

the initiative, or alternatively, with Canada following the lead of others. 

For example, it may be quite unrealistic to expect a general movement in the 

direction of free trade. 

~ Trends in the likely demand and supply for groups of products 

area by area. 

We now turn to a discussion of each of these questions in turn; the 

first three will be discussed in the remainder of Part II, and the other two 

questions in Parts III and IV. 
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1. Competitive position of Canadian agriculture 

First, let us digress briefly for a few remarks on comparative ad 

vantage. Economic theory indicates that trade can occur with mutual advan 

tage to trading partners when each produces and exports those commodities in 

which it has comparative advantage. The textbook treatment of the subject, 



however, refers to comparative advantage in terms of quantities of resources 

used as inputs, and thus it is possible to conclude that trade can occur 

(because of comparative advantage) even though one country has an absolute 

advantage in the production of all goods. However, if one refers to mone 

tary costs (rather than quantities of inputs) it is obvious that trade will 

occur only if one country can produce and sell a commodity at a lower dollar 

cost than can another country. Thus what is discussed in this paper is a 

comparison of prices and costs in dollar terms (a combination of exchange 

rates and of factor prices and productivities). Obviously, the level of 

costs affects the level of prices. Less obviously, but equally important is 

the fact that prices affect costs. The high price of tobacco in Ontario is 

reflected, through profitability, in a high price for tobacco land with 

rights. The improved ability to deliver wheat on the prairies was reflected 

in recent years in increased land values. These increased values in turn in 

crease realistic accounting costs. One might expect that the cost of pro 

ducing wheat just south of the 49th Parallel is higher than just north of it 

because the (partly subsidized) price of wheat is higher south of the border. 

Given time to adjust, and the adjustment may be painful, costs adjust to 

prices just as surely as prices adjust to costs in a reasonably competitive 

situation. 
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In the remainder of this section we shall deal with price-cost con 

siderations as they presently exist. Whether it would be in the best inter 

est of agriculture to advocate free market conditions (no tariff or non 

tariff barriers, and no subsidies) will depend largely on Canadian farmers' 

ability to compete with farmers elsewhere in terms of costs. 

lfuat would be the effect of a fairly rapid movement (say over the 

course of five years) in the direction of free trade and abandonment of all 



in London in the second quarter of 1965 was 46 cents per pound. The Mon t rea l 

subsidies except for those of research, extension, grading and inspection? 

a) Wheat. With a competitive advantage of at least 30 cents per 

bushel over their American competitorsY and at an even greater advantage 

vis-à-vis European producers, Canadian wheat producers would experience a 

boom in exports, prices, and of course, land values. 

b) Livestock. The elimination of trade barriers and subsidies 

would lead to some increase in Canada-U.S. trade in livestock and livestock 

products and probably narrow the range of Canadian prices without adverse 

effects on their average levels. There might be some increase in imports of 

canned pork from western Europe. In general, livestock producers on the 

prairies and the central provinces would be at least as well off, but those 

in the Maritimes would suffer. 

c) Butter. The price of New Zealand fine st grade butter laid down 

wholesale price of Canadian butter was 53 cents, which was reduced by a sub- 

sidy of 9 cents. American Grade A butter in New York was 64 cents. There 

is no doubt that New Zealand could undercut both the United States and Canada 

and our prices would fall as a result. However, the potential for inc reasing 

production in New Zealand is by no means unlimited -- certainly not sufficient 

to satisfy both the U.S. and Canadian markets, plus others now being filled, 

without an appreciable increase in price. What one might expect would be a 

rise in the New Zealand butter price and a decline of 4-5 cents in the Ameri- 

can and Canadian prices to producers. 

d) Broilers. (Grade A, ice packed) in New York cost 24.9 cents 

per pound in 1964 (simple average monthly prices). Adding exchange and 1.2 

~ The unsubsidized prices of comparable grades of wheat on farm in Saskatche 
wan and Nebraska are almost equal but the U.S. subsidy is at least 30 cents 
per bushel greater than Canadian subsidies on storage and transportation. 
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cessing, ventilating, and feeding equipment is 22.5 per cent. In the Un i t ed 

cents per pound for extra transportation (Delaware to Toronto rather than to 

New York) would give a laid down price of U.S. broilers in Toronto of Can. 

28.1 cents. The present tariff is 5 cents per pound. Canadian costs ex- 

ceed American partly because of higher feed costs (considered below) and part- 

ly because of more expensive equipment. The Canaùian tariff against pro- 

States there has been a steady shift of the broiler production area to the 

south. With free trade, eastern Canadian producers would have the advantage 

of lower costs of labour, plus higher transport costs on imported birds, and 

should be in a better competitive position than were broiler producers in the 

north-eastern states, but would suffer (limited) adverse effects from free 

trade. 

e) Turkeys are produced in great numbers in the American mid-west 

and could be shipped to Toronto as easily as to New York, or to Winnipeg al- 

most as cheaply as Chicago. In 1964 the prices of hens 12-14 pounds, frozen, 

wholesale, were: 
New York 

Chicago 

Toronto. 

36.7 cents 

34.4 cents 

41.0 cents 

American turkeys would have averaged about Can. 39.5 cents in Ontario. Cana 

dian costs are higher because of tariffs on equipment and because of higher 

feed costs. In July 1965, soybean meal was selling for Can. $79.70 in Oeca- 

tur and $93.80 in Guelph. Corn was costing the U.S. mid-western farmer about 

Can. $47.50 and was priced at $55.00 in Chatham. The tariff amounts to $2.85 

per ton. 

The exchange and transportation costs, which operate to protect 

domestic producers in their product markets, operate to their disadvantage in 

the factor markets. 
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the inter-related effects might be quite different. For example, the in- 

f) Tobacco is currently protected by tariffs of 20 and 30 cents per 

pound against unstemmed and sten~ed tobacco respectively which is far more 

protection than is required to limit imports. About 20 to 2S per cent 

of Canadian production is exported, of which over two-thirds goes to the 

United Kingdom, in which market Canada has a preferred position vis-à-vis the 

United States. Elimination of trade restrictions would remove Commonwealth 

preferences, and elimination of price supports in the United States would 

eventually produce a much more efficient industry (tobacco acreage per farm 

is only a small fraction of that in Ontario) but Canadian producers, on bal- 

ance, should be able to compete with some, but' not serious, difficulty. 

g) Sugar beet producers in every country would be adversely affected. 

h) Producers of some fruits and vegetables might have problems from 

low cost imports from the United States, but our tariffs are already quite 

low (e.g. two cents per pound on canned peaches, .25 cents per pound on fresh 

apples, and about $4.00 per ton on canned tomatoes). 

The above comments arise from considering products in isolation; 

creased export markets available for wheat might reduce the amount of domestic 

feed grain available and increase its cost to the livestock and dairy indust- 

ries. Much more study would be required than has been possible in this paper 

before reaching any firm conclusions. 

2. Easè of converting farm resources to products in which Canadian producers 

have a competitive advantage. Almost all producers west of central Quebec 

could readily adjust to more profitable lines of production if they were ad- 

versely affected, with the possible exception of western sugar beet growers, 

some turkey growers, and some small dairymen. Those affected most adversely 

would be Maritime livestock and poultry producers, whose incomes are low even 

with subsidies. 
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with .7 per cent in the United States. With the present variable levies 

3. Canada cannot compete in a programme of farm subsidies and protection. 

The most relevant figure in judging countries' ability to subsidize exports 

is probably the ratio of agricultural exports to GNP. For Canada, agri 

cultural exports of $1.8 million were 3.8 per cent of GNP in 1964 compared 

imposed by the European Economic Community and by the United Kingdom in the 

case of cereals, exporters could not obtain the benefit of export subsidies. 

We may complete Part II with the general statement that Canadian 

producers would be highly competitive in a world of free trade and no sub- 

sidizat ion. Whether or not a movement in this direction is possible is by 

no means clear. Let us turn now to a consideration of recent developments 

and policy trends in various countries. 

III. TRENDS IN AGRICUL TUHAL PRODUCTION AND POLICY 

1. The United States. Because the greatest volume of our total agricultu- 

raI trade is with the United States and because we are competitors in most 

third markets, we are greatly affected by developments in the United States. 

Theoretically and philosophically the United States is dedicated to the ideal 

of free enterprise and competition; in fact American foreign trade policy 

has been highly restrictive and has inhibited competition from imports in 

both industrial and agricultural sectors. 

Over the past 20 years the United States has taken the lead in 

liberalizing trade, with the exception of trade in agricultural products. 

Domestic farm policy directed toward the objective of increasing aggregate 

net farm income has relied extensively on price supports, and price supports 
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pro quo approach as under earlier GATT negotiations. It is impossible to 

almost invariably must be accompanied by some interference with international 

trade. 

"It is not unreasonable to say that the United States shares much 
of the responsibility for the separation of agricultural trade 
from the general rules that have been devised to make possible 
increasing gains from international specialization through ex 
panded trade. The l~vana Charter, which later became the basis 
for GATT, clearly established exceptional treatment for agricul 
tural products. Conditions that justified the use of export 
subsidies or quantitative import restrictions were spelled out. 
It was no accident that the grounds for the exemptions were the 
particular methods used by the United States in its domestic 
farm programs. After all, the draft of the Havana Charter was 
written in Washington and it was generally agreed, both in Wash 
ington and other major capitals, that no agreement on rules that 
would lead to general liberalization of international trade could 
be negotiated unless the trade implications of U.S. agricultural 
programs were accepted as being outside the scope of negotiation. 

The present stance of the EEC that the variable levies are not 
subject to negotiation during the Kennedy Round is thus little 
different than the posture taken by the United States from 1935 
until the last two or three years. The fact that the particu 
lar conditions of U.S. agricultural programs have been recognized 
in the GATT rules is of little value -- nor should it be -- in 
restraining other nations from following trade policies that have 
similar consequences. Nor is the fact that the United States 
has indicated that it is now willing to negotiate with respect 
to any aspect of its domestic farm programs a sufficient induce 
ment to other industrial nations to adopt a similar stance."l! 

This quotation sets out admirably the developments in foreign trade attitudes, 

and the present position. The exchange of offers for tariff reductions on 

agricultural goods under the Kennedy Round were submitted on September 16th. 

The approach for most large countries is an across-the-board or linear re- 

duct ion, but Canada has insisted on a continuation, in her case, of a quid 

negotiations are not expected to be completed until early in 1967. This is 

predict the results of the Kennedy Round but at present they are not enoourao- 

inq. The Financial Post (September II, 1965) reported that Kennedy Round 

!_/ Johnson, D.G. "Agriculture and Foreign Economic Policies: Implications to 
Producers", University of Chicago Office of Agricultural Economics Re 
search, 1965. 
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dangerously close to June 30, 1967, the expiration date for congressional 

authority to the President to negotiate under the Trade Expansion Act of 1962. 

While the United States has taken the lead in proposing the Kennedy 

Round, it seems unlikely that her own domestic agricultural policy will be 

changed in any important way. Indeed the recent proposal to increase the 

support prices for wheat by 50 cents per bushel indicates pressure to main- 

tain or increase supports. We can expect that U.S. farm prices will continue 

to be supported at levels above world prices, and that surpluses will continue 

to enter world markets either through "commercial sales", which may include 

an export subsidy, or become part of the huge Public Law 480 programme. "PL 

480 exports comprised 27 per cent of the value of all agricultural exports 

during 1964 and 28 per cent during the period July I, 1954 through December 

31, 1964." Y 
All developed countries are involved in farm subsidy programmes, 

although none are on such a large scale as those of the United States. One 

of the results is that importers can say with some justification that "world 

prices" are the result of subsidies on production, transportation, storage, 

and exports (including gifts), and argue that they should not allow their 

producers to be bankrupted by the subsidy programmes of exporters. Exporters 

can argue with equal validity that they should not allow their producers to 

suffer because of the protection of less efficient producers operating behind 

tariff barriers or with export subsidies in other exporting countries. 

A recent study2Ï which indicated that American farm net income 

y "Food for Peace, 1964 Annual Report on Public Law 480", The White House, 
Washington, March 1965, p.14. 

Reported in "Agriculture Abroad", Canada Department of Agriculture, June 
1965, and drawn from: Tweeten, L.C., Heady, E.O., and Mayer, L.V. "Farm 
Program Alternatives: Farm Incomes and Public Costs under Alternative 
Commodity Programs for Feed Grains and Wheat", Center for Agricultural 
and Economic Development, Iowa State University, May 1963. 
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would decline by SO per cent if price supports were discontinued will re 

inforce the position of those who advocate no major reduction in U.S. price 

support programmes. It seems reasonable to assume that while there may be 

changes in technique, as with the present wheat certificates, the basic pro 

grammes in the United States are likely to continue. 

2. The United Kingdom. The British economy has failed to keep pace with 

the economies of almost all other western countries, measured by any index 

one cares to use, except for that of involuntary unemployment. Balance of 

payments difficulties have provided some of the rationale for British agri- 

cultural policy and will be important in the future. The need to conserve 

foreign exchange is likely to result in continued emphasis on increased farm 

production and reduction of imports. 

British agricultural policy has included heavy subsidization 

through price supports and production grants, amounting in total to about 

three-quarters of net farm income. The annual' cost of these two forms o.: 

assistance has, in recent years, been almost double the total cost of Canad 

ian price supports from 1946 to 1964. Production grants for fertilizers, 

farm improvements and similar purposes have increased slightly, costing Can. 

$310 million in 1963-4. Discussions in Britain indicated that most of the 

productive possibilities for grants may have been already explored; one 

might expect only slight increases in grant expenditures in the future. 

Price supports are, of necéssity, largely in the form of deficiency payments, 

and have been declining in Exchequer cost since 1961-2. In 1963-4 they cost 

about Can. $540 million. 

Concern about the cost of agricultural subsidies to the Exchequer 

has led the government to reduce some of the guaranteed prices and to impose 
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bushel and the standard quantity about 127 million bushels. If production 

"standard quanti ties" to which these guaranteed prices will be limited. For 

example. in 1965-6 the guaranteed price of wheat will be about Can. $2.04 per 

exceeds the standard quantity by. let us say. 10 per cent. the deficiency 

payment per ton would be reduced by 10 per cent in order to limit the cost to 

the Exchequer. 

The new cereals policy initiated on July 1. 1964. involved the 

negotiation of Agreements with the major exporting countries fixing minimum 

import prices for various grades and providing for levies to bring market 

prices up to these minima. In the Agreements, Britain agreed to share the 

British market and any increases in the market for cereals with foreign sup 

pliets. This arrangement does not allocate a given number of tons to each 

exporting country, but is supposed to provide a global import figure within 

which exporters must compete. In its first two years of operation the cer 

eals policy is meeting with serious difficulty because British production has 

continued to increase and imports have fallen short of the global total by 

almost one million tons per year. In the 1965 Price Review the Government 

cut its guaranteed price for barley by the full four per cent permitted under 

the basic Agriculture Act of 1957 and cut the guaranteed price of wheat by 

almost four per cent. It is an open question, however, whether the improve- 

ments in technology and through farm consolidation may be so rapid as to ex 

ceed the effects on production of the possible decline in prices permitted 

under the 1957 Act (Le., reductions in the level of guaranteed prices of four 

per cent in anyone year and a total of nine per cent in three consecutive 

years) • 

Imports of cereals have fallen since the early 1950's whereas pro 

duction has increased by between one-third and one-half from an almost un- 
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ation which one might expect to continue for many years. Yields are increas- 

changed tilled acreage. Barley acreage has grown phenomenally and now com- 

prises close to one-half of total tilled acreage; this expansion has been 

largely at the expense of mixed grains and oats; ten years ago oats acreage 

exceeded barley by almost one-third but now it is only one-fifth that of bar- 

ley. Britain has managed to select heavy and consistent yielding barley 

varieties which are used for malting and feed. 

Wheat acreage and imports have remained remarkably stable -- a situ- 

ing but, because British wheat is a relatively soft red winter, consumers de- 

mand considerable hard spring wheat for mixing. 

It seems likely that meat production will increase substantially in 

the future resulting in further increases in the demand for feed grains. 

Britain is currently importing about 3,300,000 (long) tons of corn, 400,000 

tons of sorghums, and 300-400,000 tons of barley per year. Corn imports 

have fallen in recent years, and have been replaced by barley, 9S per cent of 

which is home-grown. The livestock expansion is likely to be greatest in 

cattle, consuming large amounts of barley, and in paul try, which consume more 

corn. There is some prospect of a very limited expansion in barley imports. 

Britain produces barley suitable for malting providing the weather is not en- 

tirely unfavourable, and so most of her barley imports will be for feed. 

Oats imports are small and likely to continue to decline. 

The increase in cattle numbers is likely to result in some increase 

in milk production, because the British Friesiens are good meat producers as 

well as milk producers.!1 About two-thirds of British beef now comes from 

dairy breeds. The retail price of fluid milk is controlled at levels which 

Dairy cows produce about 8,000 pounds of milk per year in Britain com 
pared with just over 6,000 pounds in Canada. 



sensitive to political developments. It would appear that milk production 

are, according to the government, sufficient to provide levels of returns 

and incentives to farmers that are in the national interest; thus there are 

no direct government subsidies to milk producers. About 70 per cent of the 

milk produced is consumed as fluid milk and the remainder goes into proces- 

sing. Since there are no individual milk quotas and the ~lilk Marketing 

Board pools the higher returns from fluid consumption wi th the lower returns 

from processing uses (priced in competition with imports from New Zealand 

and other low cost sources), the milk supply can be adjusted only be chang- 

ing the average price. Fluid consumption in Britain, as in Canada, has in- 

creased only very slightly, and at a slower rate than the increase in popu 

lation. As in Canada too, milk policy is probably more closely associated 

with the problems of low income farmers and farm areas, and so it is quite 

in Britain is likely to increase modestly, not because such an increase is 

in the national interest, but because of the association of milk production 

with beef production, and the latter is likely to increase as a result of 

national policy of saving foreign exchange. 

Britain has agreements with the major butter exporting countries 

whereby each has a specified percentage of the British market. There is no 

such arrangement for cheese. The only way by which dairy developments in 

Britain will affect Canada directly is through our exports of cheese and 

limited quantities of milk powders. Because our raw milk cheddar cheese is 

a specialty product finding favour with British consumers, we should be able 

to export 25-40 million pounds per year without difficulty, and at a con 

tinued premium over pasteurized or heat-treated cheddar from other sources. 

Canadian cheddar enjoys a premium of about 12 cents per pound in London, or 

about one-third more than the price of New Zealand or English cheddar in the 

!Same market. 
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Horticultural products occupy a unique position in British agri 

culture in not being part of the annual price review and guarantees programme 

discussed by the Ministry of Agriculture, Fisheries, and Food on the one hand 

and the Farmers Unions on the other. Furthermore, horticultural product 

prices are supported, not by the Exchequer as is the case with other products 

(except milk), but by tariffs and quotas. Canada's major horticultural ex 

port to Britain has been apples. Britain produces about 500,000 long tons 

annually and imports about 200,000 tons of which about 20,000 tons are from 

Canada. Canadian exports of apples total about 60,000 long tons and imports 

about 20,000 tons. Canada finds herself in a rather anomalous position in 

export ing apples to the Uni ted Kingdom; there are no import quotas against 

apples from the Commonwealth excluding Canada, and none against South Africa, 

no longer a member of the Commonwealth. There is a quota against the dollar 

area (including Canada) and Western Europe which totals 80,000 tons. Canada 

has gained an increasing proportion of this quota in recent years. Licenses 

are required for imports from all countries except the Commonwealth (exclud 

ing Canada), South Africa, and the Irish Republic. One might expect some 

modest increases in exports from Canada to the United Kingdom in the future. 

Among canned fruits, Canadian exports total only about 8,000 long 

tons (varying from 1,200 in 1960 to 11,200 in 1962 and 8,300 tons in 1963), 

of which about 60 per cent are exported to the United Kingdom. Canadian ex 

ports of about 5,000 tons represented only a small proportion of British im 

ports (101,200 tons of peaches and 63,000 tons of pears alone in 1963). 

Canadian exports of fruit juices to Britain are negligible. 

Canadian exports of canned vegetables and vegetable juices have 

risen rapidly in recent years and now amount to about 20,000 tons per year. 
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British importers buy Canadian tobacco in competition with other 

An upward trend in exports to the British market seems in prospect. Con- 

siderable efforts have been devoted to the expansion of Canadian processed 

foods into the British market in recent years by federal and provincial 

governments and Canadian industry. 

tobaccos, and emphasize the importance of continuity of supply. 

To summarize, it appears that the Government of the United Kingdom 

has tended toward agreements under which the British market will be shared 

between British and foreign producers. This is now the case for cereals, 

butter, and bacon. These developments seem to be the results of concern 

about maintaining or increasing British farm incomes, and limiting payments 

by the Exchequer. The traditional objective of cheap food may be eroded, in 

a modest way, as a result of these two factors. 

3. The European Economic Community. The EEC approach to agriculture 

through its Common Agricultural Policy has been so well describeù!! that no 

details will be presented in this paper. In general, it involves setting 

high target prices and slightly lower intervention prices, along with levies 

to bring import prices up to the intervention prices. It involves also a 

fairly rapid movement in the direction of free internal trade and common 

price levels. Former French African territories are in a favoured position 

because they have most of the privileges of membership in the EEC. Greece 

has recently been accepted as an Associate Member, and Turkey and Israel 

11 See Royer, J., "Commercial Policies and Techniques" I a paper pre 
pared for this Conference. 
See also: Sinclair, S., "Common Agricultural Policy of the EEC and 
its Implications for Canadian Exports", Canadian Trade Committee, 1964; 
and 'GATT Programme for Expansion of International Trade; Trade in 
Agricultural Products", Report of Committee II on the Consultation with 
the European Economic Community, Geneva, 1962. 

416 

~-----------------------------------------------------~- 



on a partial basis. Recently, however there has been such serious 

disagreement between France and her EEC partners that the future course of 

agricultural policy, and indeed of the EEC itself, is in doubt. 

Grain production in the EEC may be expected to increase substanti- 

a l ly , partly as a result of improved production technology and management, 

and partly as a result of the encouragement of high prices. In the case of 

wheat the average prices received by farmers in 1963-4 were as follows, 

(Canadian dollars per bushel): Belgium, $2.77; France, $2.53; Germany, $3.10; 
1/ 

Italy, $3.50; and the Netherlands, $2.72.- 

The variable levy on wheat is the same absolute amount per bushel 

regardless of quality and price (for example $1.50 applied both to No.1 

Northern and to soft wheat from Argentina) and thus the percentage difference 

in prices between hard Canadian wheats and soft wheats from other countries 

will be reduced. 

Canadïan exports to the EEC consist of hard spring wheat (about 

35-40 million bushels per year) and durum wheat (about 15 million bushels). 

The demand for durum wheat seems to be more consistent than is the demand 

for bread-flour wheats. 

Assuming that progress is made toward common prices for cereals 

(with appropriate differentials among markets), the price of wheat will rise 

in France and decline in West Germany and Italy. The increase in wheat 

prices in France will almost assuredly result in increased output. French 

wheat production has increased rapidly in recent years, from 9.5 m.illion 

metric tons average in the five years ending 1958-9 to 11.3 million in the 

following five years, without any increase in acreage. It is estimated that 

!J "Agriculture Abroad", August 1965, Canada Department of Agriculture, 
p. 44. 
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a considerable acreage of French land could be drawn into wheat production 

largely from pasture (perhaps as much as four million acres). Of at least 

equal importance is the continuing trend toward farm consolidation and tech- 

nological advance which will increase yields. Wheat yields in France in- 

creased almost 20 per cent from the five year period ending 1958-9 to the 

following five years. French wheat exports increased from 1.8 million metric 

tons average in the five years ending 1958-9 to 2.2 million in the following 

fi~ years, were 2.7 million in 1963-4 and may be 4 - 4.5 million in 1965. 

A major trend to be expected in the EEC countries is an increase 

in livestock production and consequent demand for feed grains. While Europ- 

ean production of feed grains will increase, it is likely that there will be 

an increase in imports of barley, corn, and feeding stuffs other than grain. 

The basic question for Canadian producers then becomes one of the competitive 

relation of Canadian barley versus American, South African, and Argentinian 

corn. 

The agricultural policy of the EEC appears likely to promote mal- 

allocation of resources between agricultural and non-agricultural uses on a 

major scale, and will result in high food prices and increased farm output. 

Ultimately the continuation of such a policy and its results becomes a 

political question; if there were to be an economic slow-down in the EEC one 

might expect criticisms of the high food costs arising out of the EEC agri 

cultural pOliCy.lI At this stage, however, there is little reason to anti- 

cipate that the high farm price policy of the EEC is likely to be greatly 

modified. 

1:.1 The concept of "cheap food" deserves reconsideration. In its Nine 
teenth Century context it quite rightly referred to farm prices or 
elF prices of imports. Now, however, when the farmers' share of the 
retail food basket has declined drastically (e.g. to 38 per cent in the 
United States in the first quarter of 1965) low farm prices have 
limited importance in contributing to "cheap food". 



In summary, we might expect to continue to sell about the same 

amounts of our high quality bread-wheat and durum to the EEC as in the past, 

and to experience strong competition for a share of the growing market for 

feed grains. 

4. Japan. Japanese agriculture has offered a textbook illustration of suc 

cess on the part of a low income country in modernizing and improving its 

agriculture. The area available for wheat production, however, is limited, 

and indeed wheat acreage has fallen in recent years. Yields average about 

34 bushels per acre, which is high compared with the major exporters, but 

low compared with output from alternative crops. Imports have increased 

from about 2.8 million metric tons in 1960-1, 1961-2, 1962-3 to 3.9 million 

in 1963-4. Imports are drawn from the United States, Canada, and Australia, 

in descending order of importance. 

Japan continues to be an important market for barley but imports 

far more corn than barley (about 20 to 2S times as much). With the most 

rapidly rising Gross National Product of any non-communist country Japan 

is likely to be an increasingly important market for agricultural exports. 

Japan is our most important market for rapeseed, using the oil for human 

consumption and the meal for fertilizer. She is our second largest market 

for flaxseed. It is expected that the Japanese market for rapeseed will in 

crease and the market for flaxseed will remain stable. 

S. 7he U.S.S.R. Agricultural production has apparently been hampered by 

some combination of the system of large state and collective farms, forced 
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deliveries at low prices, and central planning and allocation of resources, 

with the result that Russian agriculture has failed to keep pace with Russian 

industry. One must realize, however, that agriculture was relatively neg 

lected under Stalin, and that it is not at all simple to transform an agri 

culture as vast and diverse as that of the tl.S.S.R. into an efficient pro- 

4ucfi,vesector. Most of us do not realize that the U.S.S.R. is the biggest 

producer of wheat in the world, with an average output in the five years enù 

ing 1963-4 which was greater than the combined production of the United States, 

Canada, Australia, and Argentina. For a wheat producer of this size a 20 

per cent decline in production from one year to the next is equal to the com 

bined production of Australia and Argentina. 

Russia has promoted state and collective farms, and given little 

encouragement to the small privately-owned plots. The latter however, have 

become the source of a very large proportion of the nation's livestock and 

poultry products. There has developed a bimodal distribution in size of 

farm holdings with high incentives and over-intensive labour on the private 

holdings and apparent lack of incentives on the large holdings. The new 

leaders in the U.S.S.R. are re-appraising the established assumptions and 

programmes; while it is impossible to predict the outcome, it seems safe to 

assume that there will be greater efficiency and production in the future. 

Prices of meat and dairy products have been increased substantially 

and are attracting increased amounts of grain away from cereal consumption 

and into livestock. The London Economist (August 21, 1965) stated recently, 

"The harsh fact is that at present there is very little prospect of getting 

both more livestock and higher grain procurements. As in 1953 -- if far 

less dramatically -- a shift to feedstuffs for pigs seems to be occurring at 

the expense of an actual and substantial decline in the breadbasket." One 
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for many years. and possibly to offer a substantial market for feed grains. 

might expect the U.S.S.R. to be an important but irregular market for wheat 

6. Mainland China. Is a major producer of both wheat and rice. and of 

course a major consumer of both because of the huge population. Wheat is 

produced in the north. rice in the south. and both wheat and rice in central 

China. Wheat production. which is estimated to have averaged about 910 mi1- 

lion bushels (24.7 million metric tons) in the five years ending in 1958-9. 

declined drastically after 1959. leading to heavy importation primarily from 

Australia and Canada. 

It is significant that the Government of China has accepted the re- 

spons ib i l i ty for importing in such substantial amounts at the expense of its 

imports of industrial goods; a few decades ago the shortfall in wheat pro- 

duction would not have elicited such substantial imports. but would have been 

accompanied by widespread starvation and misery. Chinese imports of two mil- 

lion metric tons in 1960-1. 4.7 million in 1961-2. 4.9 million in 1962-3. and 

5.2 million in 1963-4. were relatively small compared with total domestic 

production averaging 20.4 million tons dur i ng this period. Even with imports 

the Chinese do not have a very substantial diet. The International Wheat 

Council estimated that the average Chinese had an intake of only 1800 calories 

per day in 1960 and 1961 compared with 2060 for the Far East as a whole, and 

3000 for Western Europe. 

The Council has expressed the viewY that whereas Chinese imports 

of wheat in 1960-1 were purely to meet the food crisis, the continued imports 

in the past few years may reflect a conscious government policy of importa- 

tian of wheat, to be countered by exports of rice, beans, tobacco and other 

1/ "Review of the World Ivheat Situation, 1962-3", International Wheat Coun 
cil, London. 1963. See page 44 et seq. 
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products. This view is supported to some extent by the facts that the acre 

age devoted to wheat in recent years has been less than in the 1950's, and 

that exports of rice, though still not large, have risen in recent years and 

amounted to over 600,000 metric tons in 1963. The advantage of central dis 

tribution, the problems of internal transportation, and a possible desire on 

the part of the government to become more involved in trade with developed 

countries may also be factors in such a decision -- if indeed this is the 

policy of China. 

It would be reasonable to assume, therefore, that China may con 

tinue to import something in the order of five million metric tons of wheat 

per year in the future. China became an important importer of barley in 

1960-1, and in 1963-4 was the largest single export market for Canadian 

barley. 

7. Eastern European countries have such diverse farm sectors that we shall 

not attempt to describe them here. As a group they are deficient in food 

production and normally import about 4.5 to 6 million metric tons of wheat 

and flour per year (160-220 million bushels). Imports have risen each year 

from 4.5 million metric tons in 1961-2 to 6 million in 1963-4. Historically 

their major source of supply has been the U.S.S.R., but imports from the 

U.S.S.R. have declined steadily from 3.1 million metric tons in 1960-1 to 

2.8 in 1962-3 and to .9 in 1963-4. The United States, Canada, and France 

are now important sources, with imports from Canada ranging between .5 and 

.75 million metric tons per year. 

8. Less Developed Countries. The LDC's have higher rates of population 

growth, higher income elasticity of demand for food. and lower rates of per 

capita economic growth than do the more developed countries. Agricultural 
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output is increasing slowly, and there is a large and growing potential de- 

mand for food imports. 

Table 1 

Rates of Change in Developed and Less Developed Countries* 

1950-5 1955-60 1960-3 
Gross Domestic Product --r- '0 ---r- 

Developed Countries 4.7 3.4 4.4 
Less developed countries 4.6 4.5 4.0 

Population 
Developed countries 1.2 1.3 1.3 
Less developed countries 2.1 2.3 2.6 

Gross Domestic Product per capita 
Developed countries 3.4 2.1 3.1 
Less developed countries 2.5 2.1 1.5 

Agricultural production 
Less developed countries 3.5 3.2 2.2 

* Excluding countries with centrally planned economics; countries are as 
dassified by the United Nations. 

Source: Cmnd. 2736. Her Majesty's Stationery Office, London, 1965. 

Data derived from various United Nations documents quoted in Cmnd. 2736, 
(pages 9 and 10). 

Most LDC's have chronic balance of payments problems arising from 

their high propensities to import, slowly increasing domestic production, 

and the adverse trend in terms of trade affecting their (largely agricultural) 

exports. The result is that most LOC's are either unable to purchase food on 

commercial terms or they are unwilling to give food purchases high priority. 

Naturally, they would prefer concessional sales which do not involve foreign 

currency. 

There is another reason why food imports on concessional terms are 

sought by LOC's. The objectives of their farm policies, in contrast to ours, 
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are to promote national growth and to save foreign exchange rather than to 

increase aggregate farm income or improve farm income distribution. In- 

vestment funds are limited because of low private savings, inadequate income 

tax collection techniques and administration, and inability to market large 

bond issues. Consequently, the governments of LOC's are always seeking in- 

vestment capital. Two possible sources are through PL 480 and similar dona- 

tions or through marketing boards responsible for exports. Food donations 

will normally reduce the price incentives to LOC farmers to expand produc 

tion.Y Helleiner's excellent article on Nigerian marketing (export) boards 

shows how they have diverted revenues from farm income to government develop 

ment projects.!! In both cases, the attractiveness of obtaining additional 

investment funds leads LOC governments to sacrifice farm incomes and price 

incentives. 

The United States has provided more aid (in dollar terms) to LOC's 

thàn the rest of the world and the UN agencies combined. About 40 per cent 

of her economic (as distinct from military) aid is now in the form of PL 480 

and Mutual Security Act grants or concessional sales of foods and fibres. 

There seems no likelihood of any decline in this type and volume of aid so 

long dS American domestic farm policy continues to produce huge surpluses. 

1/ There have been many conflicting and mutually exclusive claims made on 
behalf of food donations such as PL 480 Title I (sales for local cur 
rency of which about 40-45 per cent is used by U.S. agencies and 55-60 
per cent jointly programmed into development activities by the U.S. and 
recipient governments). If the Title I grain represents an increase in 
consumption, as is the stated purpose of PL 480, then prices must be 
reduced and local producers suffer lower prices. If foreign exchange 
is saved, commercial imports are reduced. It is impossible to achieve 
both results simultaneously. 

?:..I llelleiner, G., "Nigerian Marketing Boards as instruments of fiscal 
po l icy"; Economic Journal, September 1964. 

424 



One must conclude that Canada is likely to have only a very small 

share of the growing LOC demand for food. Our special quality wheat has no 

particular appeal as it does in Europe; we cannot expect to compete in a 

give-away programme with the United States. 

Canada has donated about $140 million of food to LDC's on a bila 

teral basis in the period 1950-1 to 1964-5 inclusive. Canada also gives food 

through the World Food Programme, a UN project of strictly limited resources, 

or through various UN refugee bodies. There is no apparent prospect of 

large-scale multilateral food distributions to LOC's. 

IV. PROSPECTS FOR CANADIAN AGRICULTURAL EXPORTS 

1. Wheat is by far the most important Canadian agricultural export. If wheat 

stocks accumulate, however, low grade wheat is fed to livestock and wheat 

acreage is diverted to other grains, which, unless they can be exported, then 

result in increased output of livestock, dairy, and poultry products. Thus 

a "wheat surplus" soon becomes a "pork surplus" or other surplus. 

In rough figures, the following world trade patterns in wheat may 

be said to hold. Total trade is about SO million metric tons of which the 

United States exports 20-22 million, Canada 10-12 million, Australia 5-7 

million, Argentina 2-3 million, France 2-2.5 million, U.S.S.R. 1-4 million, 

other countries 2-3 million. Of approximately SO million tons imported the 

EEC takes 5 million tons; East Europe excluding Yugoslavia 5-6 million; Main 

land China 5 million; United Kingdom 4.5 million; Japan 3-4 million; the 

U.S.S.R. 0 to 9 million; less developed countries, including Yugoslavia 16-18 

million; other countries, largely commercial importers 4-5 million tons. 
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ean markets than has been the case in the past. Argentina is a competitor 

(Note that one million metric tons equals 36.7 million bushels.) 

Putting together exporters and importers, it is apparent that the 

United States supplies and will continue to supply the LOC's almost entirely. 

It is unlikely that the United States will enter the Chinese market, but may 

become a more important competitor of Canada in the U.S.S.R. and East Europ- 

in China, Western Europe, Brazil and Peru. Australia is a competitor in all 

markets except East Europe, and France is a competitor in all markets. Cana 

dian exports are shown in Table 2. 

What does all of this mean for Canadian wheat export prospects? 

Our hard wheats and durum should allow us to export about 1. 7 million metric 

tons to the EEC, 2.4 million to the U.K., .7 million to East Europe, .8 mil 

lion to (largely) LOC's through grants, U.N. programme~ and sales, 1.3 mil 

lion to Japan, 1.4 million to China, and 1.1 million to (largely) hard cur- 

rency "other" countries. This would account for a total of 9.4 million 

metric tons, equivalent to about 345 million bushels. Our exports to the 

U.S.S.R. were about 5.7 million tons (210 million bushels) in 1963-4 and will 

be about the same in 1965-6. One might expect that an average annual Canad 

ian export to the U.S.S.R. over the next five years might be 1.9 million tons, 

or about 70 million bushels per year. There are three reasons for not ex- 

pecting our exports to Russia to exceed this amount: first, we can expect 

the U.S.S.R. to increase its production from the present low yields of about 

IS bushels per acre; second, France will undoubtedly increase production and 

will work vigorously toward capturing a greater share of the Russian market; 

and third, the United States may drop its self-denying ordinance as to 

the use of American bottoms in shipping. 

If then, we can export 415 million bushels per year and have a 
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Table 2 

Canadian Exports of \fueat and Wheat Flour 

1. U.K. 

2. EEC Belg-Lux 
France 
Gennany 
Italy 
Net h, 

Sub-Total: 

3. Ea st Europe exct ud ing 
Yugoslavia 

4. U.S.S.R. 

5. Mainland China 

6. "Other" countries not LDC's 

Austria 
Denmark 
Finland 
~lalta 
Ireland 
Norway 
Portugal 
Yugoslavia 
Switzerland 
U.S.A. 
Br. West Indies 
South America 
Israel 
Lebanon 
Saudi Arabia 
Hong Kong 

Sub-Total: 

7. Japan 

8. Other (largely LDC's) 

Total export s: 

Source: International Wheat Council "World lfueat Statistics 1965". - 

1960-1 1961-2 

(000 metric tons) 

2441 

335 
269 
871 
400 
158 

2033 

457 

204 

775 

33 
90 

144 
5 

178 
243 
115 
206 
59 
36 
45 
34 

1252 

1520 

625 

9307 

427 

2353 

321 
45 

1223 
108 
115 

1812 

754 

1968 

42 
22 

44 

223 
159 
113 
148 
23 
16 
23 
41 

1007 

1331 

713 

9938 

2404 

1962-3 1963-4 
--- (Prov i s iona I) 

2418 

265 
157 
740 
127 
127 

1416 

506 

1678 

42 

67 
34 
68 
47 
1 

48 
30 
83 
50 
2 

80 
170 
109 
246 
45 
10 
24 
40 

979 

1262 

756 

9015 

429 
146 
984 
112 
97 

1768 

739 

5686 

1005 

32 

23 
30 
74 
46 
15 

202 
202 
127 
121 
248 
33 
1 

30 
43 

1226 

1309 

951 



domestic disappearance of 155 million bushels, any sustained production in 

excess of 570 million bushels must be added to stocks. If our yield is 21 

bushels, then the output of 27 million acres could be sold. (Our yields 

averaged 19.7 in the five years ending in 1963-4, were almost 21 in 1964-5 

and about 26 bushels in 1965-6). This means that about 17.5 million acres 

on the prairies would have to be devoted to crops other than wheat, or an in 

crease of about one million acres over the non-wheat acreage of the past 

three years. 

The above analysis is more favourable than the calculations made in 

formally by several authorities on the subject, who have suggested that any 

thing above 25 million acres in Canadian wheat would be surplus. 

2. Oats and Barley: It seems unlikely that additional prairie land can be 

economically sowed to oats. World exports of oats have declined steadily 

and no reversal in this trend is likely. 

Barley production in Canada has averaged 195 million bushels per 

year during the period 1957-8 to 1963-4, with 52 million bushels exported and 

29 million shipped as feed from the prairies to other parts of Canada. Cana 

dian barley acreage fell 35 per cent between 1952-6 and 1962-4 (to 5-6 mil- 

lion acres), whereas yields rose 13 per cent. 

unchanged in the two periods. 

World barley production has risen in recent years, and exports are 

lfueat yields were virtually 

stable at 6.5 to 7 million metric tons (compared with 21 million of corn and 

SO million of wheat). In 1963-4 Canada exported 47 million bushels, which 

was about 13 per cent of world trade. France and the United States are the 

largest exporters, together accounting for over SO per cent of world exports. 

The important question for barley producers is, "Can they compete 

with corn?" The cost of producing corn has been reduced by increased yields 
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and by improved harvesting and handling techniques. Johnson and others have 

taken a rather pessimistic view of the future of barley vis-à-vis corn. 

Canadian barley yields have increased 13 per cent between 1952-6 and 1962-4, 

but British yields increased 27 per cent in the same time in spite of expan- 

sion into areas hitherto deemed suitable only for oats. Corn yields increa- 

sed 28 per cent in Ontario between these same periods. 

We must give high priority to increasing barley yields. Most of 

our barley is used for feed and we should develop and grow varieties which 

have high and consistent yields whether or not they are suitable for malting. 

Only about one-eighth of our exports are for malting; a relatively small 

acreage devoted to malting varieties would meet domestic and foreign demand. 

Some foreign observers have coament ed that the Canadian Wheat Board 

has been so pre-occupied with its job of selling wheat, in which it has been 

highly successful, that it has tended to neglect barley. What they term 

"The Wheat Board mystique" does not extend to barley. The author merely re 

ports this comment; he is unable to judge its validity. 

3. Flaxseed and Rapeseed: About 2.5 million acres are devoted to these two 

crops on the prairies, about two-thirds of the output is exported, and none 

is imported. Flaxseed acreage has been stable, whereas that of rapeseed has 

expanded rapidly in recent years. It appears that little expansion in flax 

seed exports may be expected, as the competition of synthetic drying oils 

adversely affects the demand for linseed oil. Rapeseed exports are to Japan 

and the EEC, and modest growth in exports may be expected. 

Summary of Prairie Prospects: 

Table 3 indicates the recent growth in total acreage cropped on the 

prairies, amounting to 2.3 million acres between 1953-62 and 1965. (Row 3). 
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average 
1953-62 1963 1964 1965 

Table 3 

Prairie Provinces Crop and Summerfallow Acreages 

millions of acres 

1. Wheat 23.5 27.0 29.1 27.8 

2. Oilseeds anù grains other 
than wheat* 18.7 16.0 15.1 16.7 

3. Total cropped (Row 1 & 2) 42.2 43.0 44.2 44.5 

4. Summerfallow 25.8 27.2 26.4 26.6 

5. Total (Row 3 & 4) 68.0 70.2 70.6 71.1 

* Oats. barley. rye. flaxseed. rapeseed. 

Source: Current Review of Agricultural Conditions. July 1965. 
Canada Department of Agriculture. 

If bats acreage declines slightly. and rye. flaxseed and rapeseed remain con- 

stant. and wheat has a maximum of 27 million acres. then a million or more 

extra acres must be devoted to barley. Then as discussed above. barley must 

be able to compete with corn in world markets. a prospect which implies in- 

creased emphasis on higher yields and exports. Alternatively. barley or 

other grains might be fed in Canada. One million acres of barley will feed 

about 1.860.000 hogs. which is 28 per cent of our normal production. 

4. Dairy products: The dairy products which are. or might be. involved in 

international trade are cheese. butter. and concentrated milk. About 8 or 

9 per cent of Canadian milk production is made into cheese and about one-fifth 

of the subsequent output is exported. About 45 per cent of our milk enters 

butter production; imports are banned and production-consumption heavily 

subsidized. About 5 or 6 per cent of our milk goes into concentrated pro- 

duct., of whioh 5 to 10 per cent is then exported. 
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ally, almost exclusively to the United Kingdom. Britain produces about 260 

Canada exports about 25-30 million pounds of cheddar cheese annu- 

million pounds of cheese and imports a total of about 340 million pounds per 

year. In the British market Canadian cheese has a unique position because 

it is made from raw milk, and enjoys a substantial price premium over New 

Zealand, Australian, and British cheese made from heat-treated or pasteurized 

milk. The Government of Canada now provides a four cent per pound subsidy 

on cheese exports and the Ontario Cheese Producers Marketing Board is, in 

1965, providing a further two cent differential in favour of Ontario cheese 

exports. 

Including a premium for quality, the Government of Canada subsidi 

zes cheddar cheese production by about two cents per pound or about 18 cents 

per hundred pounds of milk. The subsidy on whole milk made into butter and 

powder amounts to about 40 cents per hundred pounds of milk. It is ironic 

that our various dairy programmes result in a heavy subsidy on butter pro 

duction and consumption -- a product in which we have comparative disadvant 

age -- while they have failed to bring forward as much cheese as we could 

export. It seems quite possible to export an additional 10 million pounds 

of raw milk cheddar per year without difficulty, and to export still more 

with effort. 

It is important that we guard our reputation for raw milk cheddar 

in the British market. There is a natural tendency for cheese makers to 

produce cheddar cheese from heat-treated milk because it has higher grades, 

higher yields, and is easier (more consistent) to manufacture into cheese 

than is the case with raw milk. A rapidly decreasing proportion of Canadian 

cheese is made from raw milk. Cheese graders are apparently unable to dif- 

431 



ferentials are small for the same grades between the two countries. In re- 

ferentiate between raw milk and heat-treated cheddar at the stage at which 

grading occurs. It thus becomes highly important that plants be spot-check 

ed to ensure that no heat-treated cheese be invoiced as raw milk cheddar. 

We have no particular advantage in the export of concentrated milk 

(condensed. whole milk powder. skim milk powder). Much of our exports in 

the past decade have been subsidized. 

5. Livestock and livestock products: The North American demand for red meat 

has increased rapidly in recent years and will undoubtedly continue to do so 

because of population growth and fairly high income elasticity of demand for 

meats. Because of the low tariffs across the Canada-USA border. price dif- 

cent· years Canadian production and consumption of red meat have been almost 

in balance; there are no apparent reasons why this situation should change. 

and Canadian producers of beef and pork should expect a continued increase in 

demand for their product s , 

As to the export of feeder cattle. there seems to be no reason why 

exports should encounter conditions different from the past. The rapidly 

growing demand for beef in the United States and Canada will continue to pro 

vide good markets for feeder cattle. 

Exports of high quality dairy cattle may be expected to increase in 

the future, not only to more developed countries, but to LOC's. One would 

expect that the recent substantial sales to Spain and proposed sales to South 

Korea of average quality dairy cattle might be duplicated in a number of the 

developing countries. 

6. Poultry: Canadian production and consumption of broilers and turkeys have 

expanded very rapidly. partly because of increased efficiency in production 

and partly because of low processing and marketing margins. Canadian pro- 
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and tariffs on production and processing equipment. There are no prospects 

duction is protected by substantial tariffs but penalized by high feed costs 

for substantial exports in competition with low cost American production. 

7. Tobacco: Much has been said about the importance of "continuity of sup 

ply" in winning and maintaining export markets. In no product is it likely 

to be more important than in tobacco, where blending of in-and-out sources 

of supply is regarded as undesirable. About 20-25 per cent of Canadian 

tobacco production is exported, primarily to Britain, but also to Il other 

countries in 1964. Exports depend upon co~operation between producers and 

processors -- also the main exporters and upon continuity of supply, as 

well as quality and price. From the national viewpoint, land suitable for 

tobacco production is not very productive for any other crop, and so restric 

ted tobacoo acreage involves growing low value rather than high value crops. 

Increased production and possibly a levy and export subsidy operated by 

growers and processors would seem to be in the best interests of all. Cana 

dian tobacco is competitive in many markets; along with Rhodesian tobacco 

it has a favoured position in the major market, Britain, as a result of Com 

monwealth Preference. One cannot predict what effects political develop 

ments might have on Rhodesian exports to Britain. 

8. Fruits: Canada is a much larger importer than exporter of fresh and can- 

ned fruits except for apples. Prospects for increased exports of apples to 

the United Kingdom seem fairly good, and would be even better if the present 

quota system were modified. The world IS maj or importer of apples is West 

Germany, but Canada has not been able to enter that market because of the 

preferences given to other EEC partners. 

9. Vegetables - canned, frozen or juice: Exports have been increasing, par 

ticularly to Britain and western Europe. The main exports in 1963-4 were 
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tomato juice (15 million pounds), frozen vegetables (11.4 million), and can 

ned corn (5 million). There is no apparent reason why exports cannot con 

tinue to increase. The very' interesting experiment in Ontario of the Fruit 

and Vegetable Export Sales (FAVEX) has encountered some problems endemic in 

this form of organization. In principle, the idea is to have one export 

"combine" (exempt from combines legislation and penalties) which will pro 

vide a common label and export programme for a number of companies. Con 

cessions may be obtained for materials, transportation and so forth in order 

to make the export combine more competitive. The two major problems of 

such groups are to ensure uniform standards of produce and to share a limited 

export market among producers. To any company with existing export markets, 

the new combine may become only one more competitor. 

Some observers have regarded FAVEX as the prototype of many export 

combines, but it is probably most appropriate only for an industry of many 

very small producers, none of which has any serious prospect of exporting 

alone. 

10. Beet sugar: Sugar beet growers in Canada produce about 15 to 20 per cent 

of our sugar requirements. 

Il. White beans: Canada exports about 450,000 bushels per year -- about 

one-third of our production -- worth about $2,000,000. Exports are primar- 

ily to the United Kingùom in competition with American beans. Exports have 

increased in recent years and prospects for further modest increases are 

good. 

12. Soybeans: Canada imports 2.5 to 3 bushels for every one produced domes- 

tically. Our exports are to the United Kingdom and occur only because of 

British Preference. The United States is the major world supplier and a 

low cost producer, and there is no prospect of Canada becoming self-sufficient. 
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V. CANADIAN TRADE POLICY 

Agricultural trade policy must be co-ordinated with domestic farm 

policy on the one hand and national economic policy, domestic and foreign, 

on the other. 

Objectives of Canadian farm policy 

The objectives of our total farm policy, domestic and foreign, must 

be to contribute to national growth, earn foreign exchange, increase net farm 

income, and assist the agricultural underprivileged. This seems to involve 

the following principles. 

1. Efficiency in production and marketing must continue to receive primary 

emphasis. The more efficient the agricultural sector, the more competitive 

it will be internationally, the higher will be net farm income, foreign ex- 

change earnings, and national growth. Thus research, extension, and those 

price supports which prevent violent fluctuations in production are essen- 

tial. 

2. Adjustment assistance must be made available, as of right, to those who 

are seriously disadvantaged by policy decision~ made in the national interest. 

This principle seems to have been recognized in the creation of an Adjustment 

Board following the recent auto agreem~nt with the United States; it should 

be extended to other sectors. 

3. Assistance to the underprivileged in agriculture can best be done outside 

the price mechanism through education, ARDA, and other non-price techniques. 

One technique is that proposed in Britain for the superannuation of farmer,}.' 

11 ''The Development of Agriculture", Her Majesty's Stationery Office, London, 
(;mnd. 2738, August 1965. The proposal is to provide a.JSOO grant plus ..fIS 
per acre released, to farmers up to the age of 55 who wish to give up farms 
falling below the "commercial" standard. For similar farmers over the age 

(Footnote continued on next page) 
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national markets? Answer - Yes, although the odds are about even. In 

4. Promotion of agricultural exports: It is now appropriate to re-consider 

the five questions presented on Page 7, which would influence our general 

approach in agricultural trade policy. 

(1) Question - Can Canadian farmers compete with others under conditions 

of reduced protection and subsidies? Answer - Yes, in most commodities. 

(2) Question - In the case of products in which Canadian producers would 

be at a comparative disadvantage, can we convert resources to other products 

in which we have some advantage? Answer - Yes. 

(3) Question - Can we compete in subsidies and protection? Answer - 

No. 

(4) Question - Is there any real likelihood of moving toward freer inter- 

earlier sections we predicted no substantial re-orientation of farm policy 

in most countries and areas taken individually. With the Kennedy Round and 

later discussions, general concessions are possible. 

(5) Question - \fuat are likely market trends for farm products of rele- 

vance to Canadian trade? Answer - Generally favourable for wheat, live- 

stock, fruits and vegetables, less so for dairy and feed grains. 

Proposals for Canadian Trade Policy 

1. General. Canada should take the lead in pressing aggressively for the 

reduction of trade barriers and price subsidies. Most countries have fol- 

lowed policies of agricultural protection and subsidization since 1930; there 

now seems to be some opportunity of reversing the trend and we should play 

our part in it. Our unwillingness to offer linear tariff reductions in the 

(Continued)- of 64, there would be a life annuity, and for farmers between 
the ages of 55 and 65 a choice of grant or annuity. A quite similar 
programme in the Netherlands was described briefly in "Agriculture Ab 
road", August 1965, Canada Department of Agricu1 ture (p. 17). 
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Kennedy Round gives the impression that we are rather reluctant participants 

in moves to free trade. 

It must be recognized that reduced protection involves the total 

economy and not agriculture alone. This paper has argued that Canadian 

agriculture would gain by world-wide reductions in tariffs and subsidies; 

reduced protection for Canadian industry has broad implications which have 

not been studied by the author. It seems evident, however, that Canadian 

agriculture is adversely affected by tariffs on poultry and livestock pro 

cessing equipment, by "voluntary" quotas on Japanese exports to Canada, and 

by high tariffs on many imported manufactures and components. Any move to 

ward freer trade in agricultural products should be contingent upon reduc 

tion of those tariffs which reduce the competitive position of Canadian ag 

riculture. It is in this area that national and agricultural interests may 

confl ict; there is no necessary conflict, however, because it would appear 

to be in the national interest to adjust in the direction indicated by com 

parative advantage. What is more likely to be the case is a conflict be 

tween sectors (for example agriculture and textiles). It is evident that 

Canadian agriculture has made the most remarkable adjustments in the face of 

technological change, foreign protection of agriculture, and limited domes 

tic assistance. If Canadian industry has not yet made the adjustments 

necessary to become internationally competitive, it would seem to be in the 

best interest of the economy that such adjustments be encouraged by' greater 

international competition. 

2. Second best alternatives: In his excellent paper in this series, Mr. 

Royer has suggested that negotiations on tariffs, quotas, and price supports 

may be less productive than negotiations on access to markets. If in fact, 

it proves impossible to make progress toward freer trading conditions, then 
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other productive approaches must be pursued. There is nothing inconsistent 

in pressing strongly for a return to more nornlal trading conditions and con 

currently participating in agreements, such as the U.K. cereals agreements, 

which seem to be in our best interest. 

3. Wheat: Canada should continue to support the expansion of surplus dis 

posal through the World Food Program. The Canadian Wheat Board has done a 

fine job of marketing wheat, but we must recognize that the Temporary Wheat 

Reserves Act subsidizes wheat producers by about 10 cents per bushel and this 

Act should itself be regarded as temporary. 

4. Feed Grain: 

a) Canada must emphasize research and extension designed to increase barley 

yields in order to improve our competitive position in feed grains. 

b) The Canadian Wheat Board should press vigorously to increase our export 

markets for barley. 

c) If concessions are to be made by Canada in the interest of freer trade, 

we should consider the elimination of import licenses on wheat, oats, 

and barley. 

d) If concessions are to be made toward reduced subsidies, we should consider 

a reduction in feed-freight subsidies. 

5. Dairy Products: 

a) Canada s~ould provide a more favourable price for cheese milk vis-à-vis 

milk for butter in order to encourage cheese production. 

b) We must ensure that all cheese going into the British market is raw milk 

cheddar. 

c) We must continue to press with the Government of the United States for a 

relaxation of its quotas on Canadian cheese. 

d) If concessions are to be made toward reduced subsidies, we should consider 
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reducing the present butter subsidy. 

6. Livestock: Canada should consider negotiating a free trade pact with the 

United States, eliminating all tariffs and quotas on livestock, meat, pro- 

duction and processing equipment, and feed. In pork, Canada should continue 

to provide premiums for high quality carcasses in order to help maintain our 

reputation for quality in both Canadian and American markets. 

7. Apples: Canada should press the United Kingdom to "make Canada part of 

the Commonwealth" in regard to quotas on imports. 

8. Tobacco: Closer grower-processor co-operation, possible levy-export sub 

sidies, and increased production all seem to be desirable in order to provide 

continuity of supply and increase exports. 

9. Export Boards: A number of conditions are necessary for success in expor 

ting: competitive prices, consistent quality as demanded, continuity of sup- 

ply, credit, and "export promotion" in the form of contacts, advertising (in 

the local tongue), service, attendance to complaints, and so forth. A ques- 

tion of principle becomes, "Can independent competing firms meet these neces- 

sary conditions?" Other alternatives are government marketing boards with 

compulsory pawers, or business combinations such as FAVEX. 

The only clear generalization should be that no one form of organi- 

zation should be prescribed for all conditions and industries. A "combine" 

may be most successful where there are many small firms; exporting appears 

formidable to anyone firm. Marketing boards, whether federal or provinc- 

ial, normally depend upon the private trade to perform certain functions, 

especially transporting and physical handling. This is not only politically 

sound, it is usually economically justified as well. Marketing boards do 

permit a more organized "industry approach" to exports in pricing, grade reo 

nlat1ons, and continuity of 8upply. 
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10. Export credits: To the end of 1964 the Export Credits Insurance Corpora 

tion had provided insurance of $119 million under Section 14 and almost $450 

million under Section 21 for the export of farm products -- mostly wheat and 

flour. Credit for the sales to China was provided by the government. not by 

the Corporation. 

Il. Government promotion: A Canadian abroad is invariably impressed favour 

ably by the competence and activity of our Canadian trade commissioners. 

The "trade crusade" launched several years ago seemed to have favourable 

results. Yet the Financial Post of May 1. 1965 reported. "Common Market 

buyers say that althougpCanadian government trade commissioners are active. 

they see few Canadian products in the annual European food exhibitions and 

rarely get direct approaches from Canadian salesmen. On the other hand. 

Americans. Australians or South Africans are calling constantly and making 

spot sales of products that buyers would be just as happy to buy from Canada. 

such as honey or canned peaches". 

Conclusion: Agricultural exports playa key role in contributing to the 

well being of the farm sector and in earning foreign exchange. Fortunately. 

Canadian agriculture has made remarkable adjustments in response to tech 

nological and market developments. and in so doing has contributed to the 

growth of the entire economy. and to making Canadian agriculture competitive 

internationally. Our best interest would be served by a world wide return 

to freer markets. but. if we find our best efforts in this direction frus 

trated. we must attempt to negotiate "second best" alternatives to give us 

access to world markets. These may involve agreements as to access (such as 

the U.K. cereals agreements) or bilateral free trade in certain commodities. 
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or the negotiation of fairly involved rules of the game for trade. Through 

out, however, we must be willing to take the lead in a return to "nonnal" 

trading relations. 
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CLOSING REMARKS 

by 

David L. Kirk 

Canadian Federation of Agriculture 

This meeting has just finished approving a Conference Statement. 

In addition, it will, following the Conference, have the benefit of a system 

atic report and commentary on the discussions by Dr. Anderson. It would, 

therefore, not be appropriate, nor will I attempt in this statement, to do 

the job of reviewing the discussions and papers. That leaves the question of 

what I am doing here at this time, unless it is merely to say goodbye. 

This I find is not an easy question to answer. What I am going to 

do, and I hope you will bear with me, is to simply range over a few things 

that are on my mind, some to do with the substance of the trade policy issues 

that have been before us, but mostly to do with the business of dealing with 

trade policy issues. 

I read somewhere once that the distinguishing characteristic of 

a writer -- what in fact makes a writer a writer -- is an abiding conviction 

that it is important for other people to receive the benefit of whatever he 

has on his mind. My profession is not that of author, but I am for this 

occasion going to adopt as my own his basic credo. 

The 1965 annual workshop of the Canadian Agricultural Economics 

Society was on the subject of international trade policy and problems. At 

that meeting one of the groups arrived at the recommendation that economists 
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and other professional people interested in international trade policy, but 

not employed in government, should have some means of systematically looking 

at trade policy problems and research results, among themselves and with 

government people, and indeed have the opportunity of advising government in 

a more systematic formal way: Bome kind of advisory committee, if you like. 

This recommendation, as I got it, arose from a conviction that professionals 

outside active service in government neither have means of contributing as 

fully and effectively as they should to thinking on trade policy, nor the 

means of access to the information and understanding of trade policy develop 

ments and problems, seen from a government point of view, that is necessary 

if they are to perform their functions as professionals fully and adequately. 

This struck me as an exceedingly interesting and significant con 

clusion for that group to reach. Now I know that some economists outside the 

civil service attempt to keep closely in touch with what is happening govern 

mentally, and some succeed. Some go to considerable trouble to travel 

regularly to keep in touch with developments in other governments and 

administrations, for example, the GATT and the EEC. There are, no doubt, 

some effective processes of exchange and consultation of which I am unaware. 

Nevertheless, the recommendation was made. My purpose here is not 

to go into the ins and outs of that particular recommendation, but by this 

means to raise the issue of the role, not only of professionals, but of non 

governmental organization and industry in the process of policy formation. 

Faced with an increasingly felt need for systematic attention and 

more responsible and detailed participation in policy-making by 
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nongovernmental people and groups, we are starting to evolve new institutions 

to meet the need. Both the Councils sponsoring this Conference, though they 

are quite different organizations, reflect this need. So do less-official 

institutions like the Canadian Trade Committee, for example. There are 

others. 

The Economic Council and the Agricultural Economics Research 

Council have felt, and rightly, that this Conference is one means of discharg~ 

ing their responsibilities in research, enquiry, consultation and policy 

formation in the international trade and agricultural policy fields. 

It is always possible at such a Conference that there is some 

sense of frustration at lack of results in terms of firm agreement on policy, 

or even on the analysis of particular problems. I hope the delegates to this 

Conference do not feel this way and I do not think it should be so. To me 

this Conference has been a valuable one, but it is only a start ~- an event 

in a process that should continue. 

I do not necessarily mean regular Conferences on this model - 

though that is one way. The basic need is for continuing discussion and 

exchange, based on steadily improving information provided partly by means 

of this exchange, and partly through research. If frustration results from 

this Conference, it should arise out of a failure to make this something of 

a starting point. 

You either operate on the basis that the country will work better 

if people and groups in and out of government pay attention to each other and 

learn, and that all have a contribution to make, or you don't. If you do, 
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However, if the economists are even partly right (and I think they 

are) when they say that everybody is in danger of losing if adequate account 

is not taken of the lessons to be learned from the apparently unfellable old 

oak of fundamental economic principles, then the process of learning and 

consultation should eliminate at least some conflicts of interest that are 

not real, but only apparent. This process should also lead to better 

accepted and better understood policy decisions, and a greater degree of 

coherence in policy. 

you have to determine how the process of doing this is to be moved forward, 

this Conference being one forward step. I make this observation to all 

present. The process I am talking about involves, of course, research and 

study -- you can't make bricks without straw. It requires a policy of 

publication. It involves communication between people on the significance 

and validity of the findings of the research and study. It does not neces 

sarily involve agreement on policy, especially policy where the interests of 

diverse groups do not appear to be, or are not, altogether compatible. There 

is a place after all for what is often known as political decision-making in 

the democratic process. 

We should, if I may say so, in meetings like this, learn to better 

utilize economic analysis, and discuss its validity as economic analysis, 

learn to bring the findings down to terms the layman can understand, and 

discuss them in these terms, without drawing a very long policy bow over 

every proposition and reacting, respectively, as if the future of farmer 

organization, the reputation of the government, the entire wage and/or 

profit structure of industry and the emotional health of the economists were 
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at stake on every point. Of course, I know this cannot be done altogether 

even shouldn't be "" but we might manage usefully to move a little more 

in that direction. 

It is not my intention to attempt to blueprint the means by which 

this process should be carried on. There actually is no one way, I am sure. 

Some institutions will be assisted and stimulated in their own regular work. 

Undoubtedly the Economic Council will from these discussions and the papers 

presented be better able to carry out its responsibilities in their 

agricultural and trade aspects. No doubt the same is true of the Agricul" 

tural Economics Research Council. Lessons in this regard should, I think, 

be gained by farm organizations as a result of this meeting. I do not 

exclude others in this assembly but will not continue the listing. 

But, in addition, we need to develop regular means of communica 

ting, of learning the lessons from research and new ideas. Conferences? 

Seminars? Specialized organization staff? Perhaps all these things, often 

concentrating more closely than we have been able to do here on specific 

areas. My appeal is simply that we think very hard about this question and 

try and develop more effective methods. I personally think it is nonsense 

to act as if economists "- and I would add sociologists -- have nothing 

important to say and to teach us. They have, and organizations and business 

need to make better use of the contribution they have to make, and even 

hopefully learn to contribute to evolving better programmes and directions 

in research from time to time. I think it is equally nonsense to act as if 

organized interest groups (farm, business, labour) represent a constant, 
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totally predictable politically. unconstructive pressure factor in the situa 

tion to which some response must, unfortunately, be made, but that is all. 

This latter view of the world, which I know no one in this meeting holds in 

its pure form at least, with the supposed implications of it lumped under 

the general problem of "political exediency", does us, and has done us, a 

lot of harm in this country, in my opinion. And the blame for not having 

moved further in correcting this view must be widely shared. 

I would bring my remarks concerning the process of research, 

learning, and consultation in our society to a close with two further 

observations. The place of government in this process is very important and 

very difficult, whether government people know it or not. I would again 

draw to your attention, though you already know it, that both the sponsoring 

bodies of this Conference, in their different ways, represent acceptance of 

new and constructive concepts by governments in this regard. My second 

observation is that the crucially important and necessary role of members of 

Parliament must not be neglected. 

On the substance of the subject matter of this Conference, I have 

very little to say, and should say less because the ground has been gone 

over. I cannot, however, resist just one or two observations. In doing so 

I am in no sense either being comprehensive or setting out a careful ordering 

of subjects in terms of importance. 

He 

First of all, it is not necessary to agree,· for example, on the 

economics of price supports, to learn a lesson on the economics of education 

and act on it. I know how difficult it is for any individual or group to 



have more than one operative preoccupation at one time, but we will have to 

learn. I plump for a real attack on the "education" aspects of the farm 

problem. 

Third, I would like to Bee a lot more elaboration of this business 

of the rapid, if not "immediate", upw'ard adjustment of costs to price 

improvements -- both theoretically, and in terms of empirical analysis. I 

think we should pay Bome close attention to this, and maybe learn some 

lessons. We need to think through the whole question of the place of land 

values in our economy -- for costs, for comparative advantage, for farm 

income. We need to ask the questions: What happens? Why? So what? Then 

come the policy alternatives. 

Second, I have a personal feeling, difficult to substantiate for 

obvious reasons, that the Canadian government in its trade negotiation and 

policy formation is excessively expedient in its approach ~- that it is not 

looking hard enough for possible new initiatives and concepts of our own, 

but rather to too great an extent reacting ad hoc to the pressures and 

initiatives of others. So much for punches. 
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Finally, I would like to observe that even though the economic 

changes of the past, the situation in the present, and the outlook for the 

future are obviously profoundly affected by technology, I have the distinct 

impression that the conjugal relationship between economic research and 

research in the agricultural and technological sciences is less than satis 

factory: that scientific research is not informed and guided sufficiently 

by economic analysis and projection, and that economic research is 

insufficiently grounded in understanding and awareness of technological 

realities and emerging prospects. 



CONFERENCE SI'ATEMENT 

International trade and Canadian agriculture was the subject of a 

national Conference held at Banff, Alberta, on January 10-12, 1966. The 

Conference was sponsored by the Economic Council of Canada and the 

Agricultural Economics Research Council of Canada. It was attended by ninety 

participants invited from all parts of Canada and representative of farm 

organizations, industry, labour, universities, and the government service at 

Federal and Provincial levels. 

In preparation for the Conference, background research studies 

prepared by a number of experts were commissioned by the two Councils. 

Canadian agriculture is a large and important sector of the 

Canadian economy. In recent years, annual cash receipts from Canadian farm 

operations have exceeded $3 billion. While there are significant differences 

between regions and products, a substantial part of the total production is 

exported, exceeding one quarter in most years. These agricultural exports 

continue to account for a very important part of Canada's total exports. 

It was apparent from the research papers and the discussion at the 

Conferènce that there is a substantial part of Canadian agricultural produc 

tion for which Canada has a significant competitiYe advantage with the rest 

of the world. 

Such advantage has been apparent in the case of such commodities as 

wheat and wheat flour, flax-seed, rape-seed, dairy cattle, feeder and 

slaughter cattle, hogs, a variety of meats, raw milk cheddar cheese, tobacco, 

maple products, forage crop seeds, and some fruits and vegetables such as 

apples, whit. beans and seed potatoes. In some of these commodities we have 

451 



strong competitive advantages; in the case of others, such advantages are 

apparently less strong and exist in relation to selected countries. In 

relation to the United States, Canada's competitive position for many of 

these commodities varies by seasons of the year and other circumstances such 

as the regional pattern of production and transport costs. 

There are, of course, a number of commodities for which Canada's 

international competitive position in agricultural production is relatively 

weak. These include such commodities as butter, wool, lamb, sugar beets and 

some fruits and vegetables. Also, there is a group of agricultural products 

that are not produced in Canada. 

The fact that Canada's competitive position is quite strong for a 

wide range of commodities means that freer and expanding trade in agricul 

tural products is very much in the interest of Canadian agriculture and in 

the interest of the country as a whole. The achievement of freer trade, 

including agricultural products, should be a major objective of government 

economic policy. This will involve expansion of both exports and importa, 

a~d will require adequate and effective programmes to facilitate adjustments 

which would be associated with such changes in trade. 

The picture represented by agriculture around the world, however, 

is one of a very substantial degree of protection. Substantial general 

progress has been made in trade negotiations towards the reduction of trade 

barriers for nonagricultural products over the post-war period. Very much 

more limited progress has been mad. in the case of agricultural products; 

indeed in some respects agricultural trade has been placed under increased 

restrictions and has been damaged by the domestic agricultural polici.s 

(including subsidie.) in many countries. Agriculture, to a oonsiderabl. 



extent, has been treated as an exception in international trade discussions, 

and the rapid expansion in world trade during this period has generally not 

been shared by the agricultural industry. 

Many countries, including the United States and, to a lesser extent, 

Canada, have made use of highly restrictive measures with respect to agricul 

tural trade. In particular, the situation is exemplified by the European 

Economic Community. In the case of industrial items, member governments 

accept free competition inside the Community and rely on a common tariff 

for commercial trade with the rest of the world; by contrast the steps taken 

thus far in the formulation of the common agricultural policy are intended 

to provide all producers within the Community not merely with highly 

protected national markets but also with a margin of preference to other 

national markets within the Community -- a margin of preference over suppliers 

from outside the Community. This policy of the Community effectively reduces 

the outsider to the role of a residual supplier who can only enter the market 

when all regional surpluses have been absorbed by the deficit countries of 

the Community. 

It is apparent that Canada and other efficient agricultural pro 

ducers are faced with a real challenge in attempting to achieve expanding 

agricultural trade in this world of trade restrictions. In the area of 

commercial policy there is now, under the Kennedy Round of trade negotiations, 

a major opportunity which must be utilized fully to liberalize trade. Canada 

will have to give concessions in its own trade barriers in order to open up 

opportunities for the expansion of exports. It is clear that new techniques 

will be needed in the field of agriculture to obtain meaningful increases in 

trade. 
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It is unrealistic to expect that all barriers to world-wide price 

competi tion in agriculture can be removed or substantially reduced. A 

promising approach appears to be in multilateral discussions with the 

objective of reaching comprehensive agreements on major commodities. Such 

agreements among exporters and importers would cover all aspects of trade, 

including conditions of access and levels of prices. Some provision could 

also be included regarding appropriate methods for surplus disposal and 

concessional sales. While it was recognized that such negotiations would 

be difficult, it appeared that this approach should command our fullest 

efforts. The view was strongly held that Canada's interests would be well 

served by an appropriate international mechanism for price stabilization in 

the case of wheat, and perhaps other major products. 

If it should not prove feasible to follow a multilateral approach 

to commodity agreements, a possible alternative would be to obtain organized 

access to the markets of individual importing countries by special arrange 

ment between each importing country and its suppliers, as indeed Canada has 

already done along with other grain exporters in the case of the United 

1Cingdom. 

With respect to the less-developed countries, there were a number 

of particular considerations raised in the Conference discussions. Explosive 

increases in population have been occurring in many of these countries. 

These increases, coupled with the relatively slow progress in expanding 

agricultural output, are creating serious food problems. There are a number 

of ways in which Canada can help to alleviate these problems. Canada, as well 

as other developed countries, must be prepared to import more of the products 

produced in less-developed countries. They will then be able to buy more of 
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the food and other products they need from the developed countries. Also, 

on occasion Canada may have to adjust agricultural exports to meet more 

nearly the specific needs of these countries. 

At the same time, however, the less-developed countries will 

themselves have to produce much of the increased amount of food that they 

will require; thus, Canada and other advanced countries will have to assist 

them in general economic development and encourage them to make more 

effective use of their own production potential. 

Nevertheless, there has been and will continue .to be an important 

role for an increasing amount of economic aid to the developing countries, 

including increased food aid. The Canadian government is to be commended for 

enlarging its aid programmes, including food aid. A still further enlarge 

ment is called for. Food aid should, of course, be integrated with over-all 

programmes of development, but there are many situations in which food aid 

can be used to particular advantage. It is important that the needed 

expansion in food aid programmes be as largely as possible on a multilateral 

basis, with adequate safeguards to prevent harmful effects on food production 

in the less-developed countries. But this should not exclude bilateral 

programmes when these could play an appropriate role. 

With respect to agricultural trade with centrally planned countries, 

the available information suggested that there are possibilities of exports 

to Mainland China on a regular basis, but that there is less certainty 

regarding the potential size and stability of the market in the Soviet Union 

and the Eastern European countries. Some evidence was presented to indicate 

that steps are being taken in Russia aimed at increasing output so as 
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to enable that country to produce enough wheat to meet domestic needs as 

well as import requirements of Eastern European countries. 

Attention was drawn to the inadequacy of transportation facilities, 

which constitutes a serious handicap and causes continuing difficulties in 

rail transportation and handling of grain at ports of shipment. At times 

this has not only delayed shipment but prevented Canada from taking advan 

tage of export opportunities, resulting in very significant and perhaps 

permanent losses. There is an urgent need to provide transportation facili 

ties adequate to meet the needs of Canada's expanding trade and growing 

economy. 

To meet the realities of changing patterns of trade and shifts in 

domestic demand, it was recognized that continuing adjustments in Canadian 

agriculture are needed. There have already been extensive adjustments over 

the post-war years. Over half a million fewer farmers and farm workers are 

now engaged in agriculture; the additional labour available to the nonagricul 

tural sector has contributed greatly to the growth of the economy. Continuing 

rationalization and increasing productivity are still essential for the 

achievement of higher incomes in agriculture. New and more adequate public 

policies will be required to facilitate the necessary adjustments. Such 

policies must recognize and deal with the great variety of problems arising 

from income differences between individual farms as well as entire reqions. 

It was ao-reed that the support prices had an important role to play in 

protecting farmers from short-term price fluctuations but that programmes 

to alleviate the low-income problems of small farmers could not be achieved 

wholly through the price system. In the case of the dairy industry, it was 

recoqnized that ita international cCIl\petitive position in respect to several 
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of its important products was weak, and that some measure of continued 

protection or assistance was needed. 

In the discussion of appropriate domestic policies, it was evident 

that positive programmes must be developed to cope with the disadvantages 

unique to agriculture; these disadvantages relate in particular to such 

matters as education, health services and housing. In the case of education, 

a major effort is required to reduce the widespread lags in education in 

agriculture as compared with the nonagricultural sector. Higher levels of 

educational attainment are needed because of the increasing level of 

managerial skills required in agriculture, and the need for a more rapid 

adoption of better farm practices. Extensive research efforts for the 

development and improvement of cost-reducing technologies, better marketing 

methods and procedures, and resource adjustments are needed, and priorities 

should be established for these purposes. There is need of more study and 

research of the role to be played by marketing boards and co-operatives, in 

the development and more effective penetration of export markets. More 

highly developed and strengthened information and extension services are 

required to encourage the full use of available knowledge in regard to both 

technical matters and market opportunities. More adequate policies and 

programmes in these fields would assist Canadian agriculture to improve its 

competitive position at home and abroad and thus benefit both Canadian 

farmers and consumers. 
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AN APPRAISAL OF THE CONFERENCE 

by 

W. J. Anderson 
Director of Research 

Agricultural Economics Research Council of Canada 

The Conference was convened to examine (1) Canadian international 

policy and problems with particular reference to agricultural trade, (2) 

Canadian agricultural policy and problems related to agricultural trade 

policy, (3) international agricultural trade policy and its implications 

for Canada. The papers and the discussion ranged over principles, practices 

and policy. Before adjourning the Conference made some clearly stated 

recommendations which were comprehensive considering that they represent a 
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consensus from representative leaders and professionals of farm organizations, 

industry, labour unions, the economics profession, government officials and 

consumers. 

The proceedings were marked by a feeling of realism, a sense that 

the statement of the Conference could influence Canada's stand on world 

trade in agricultural products. This feeling was due to the knowledge that 

the Kennedy Round has placed the item of a downward revision of trade barriers 

on the agendas of national governments and world councils. 

The background papers, covering four main subjects, set the course 

fOI the meeting. The first subject dealt with the logical aspects of the 

economics of trade and of domestic agricultural policy; it was coversd by 

two papers. The second topic was concerned with world agricultural production 

and trade; it included one paper on what had actually happened to production 

and trade in the post-war period; another dealt with the possibilities of 
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trade with the centrally planned countries. Two others covered, respectively, 

the techniques for expanding commercial and noncommercial sales. The subject 

of the basic competitive position which Canada held was treated in one paper. 

The final one listed the alternatives and opportunities which appeared to be 

open to Canada in respect of her policy for trade in agricultural products. 

The reason that the Conferènce was able to handle as many topics 

as it did was due to the high quality of the background papers and the care 

ful study of them by the participants prior to the meeting. The participants 

had done some profound thinking on the subject of the Conference; they 

brought to the meeting the knowledge and the insight of decision-makers and 

administrators. The papers contained carefully reasoned analysis of what is 

involved in world trade; the authors had done their work carefully so that 

the logic and the data which impinged on the main issues stood out clearly. 

The quality of the work is indicated by the fact that neither the data nor 

the analyses were strongly challenged by the participants, except on one 

point; that was on the matter of efficiency, the meaning of which seems to be 

different to the economists than it is to the primary producers. 
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The combination of logical papers and practical interpretation 

provided the basis for two and one half days of lively discussion. The 

debate enlarged upon and emphasized some points, and presented the poaition 

of particular groups within the agricultural economy on the over-all concept 

of freer trade and the domestic policy which should accompany it. The 

significant feature of the debate was its constructive tone; where there were 

disagreements the arguments were put forward so as to enrich the point at 

issue. 



THE BACKGROUND STUDIES 

Young. - On the first topic Young gave the meeting the cold logic 

of deductive analysis which leads to the principle of international trade, 

that economic welfare is maximized under a system in which prices are 

determined under free trade in competitive markets with a free exchange rate. 

The author went on to explain that the existence of trade barriers to the 

flow of agricultural products ~nternationally could be accounted for by the 

fact that the mobility of resources in agriculture was not equal to the pace 

of technological change and the slow rate of expansion of demand. Thus many 

countries found it easier to impose traqe restrictions than to undertake the 

painful economic and political process of transferring the resources to other 

sectors of the economy. 

When the balance of payments rather than the exchange rate is used 

as the criterion of equilibrium in the trade between nations, then a country 

might look for a product to fill gaps in the balance occasionally. Agricul 

ture is not particularly suitable to supply products to make up a short-run 

shortage in foreign exchange; many other industries have shorter production 

periods making them more suitable for offsetting adverse movements in the 

balance of payments. 

Young noted the particular reasons why governments have become 

involved in price supports for agriculture with the consequent restrictions 

on international trade. The first is price instability which results from 

uncertainties in output associated with low price elasticity of demand for 

fann products. The second is the chronic income disadvantage which agricul 

ture suffers, and which arises out of five characteristics of the industry, 
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which all producers, having heard them repeatedly from economists, must now 

know by heart. These are, low income elasticity of demand, a rapid rate of 

technological change, a substantial increase in the quantity of capital 

employed in agriculture, a relatively slow process in labour mobility, and 

the extent to which agriculture closely approximates a purely competitive 

industry. 

The author concluded that there was little reason for making 

agriculture a special case in the sense that it should be an exception to 

the basic principles. 

Floyd. - This paper gave consideration to alternative agricultural 

policies in the light of the effects of international markets on Canadian 

prices. He pointed out that the prices paid and received by Canada for 

agricultural products which enter into trade are determined by forces, for the 

most part, beyond her control. He also noted that to the extent that foreign 

governments subsidized the production of agricultural commodities the world's 

supply will be increased to the detriment of the prices which Canadian 

producers will receive. He pointed out that conflicts between domestic 

policies and expanding international trade could arise through government 

manipulation of the prices of. farm products. For example, if price supports 

were applied to a commodity, importation of it would have to be restricted in 

order to make the price support effective in the domestic economy. He said 

that internal agricultural policies do not conflict wi·th one of maximizing 

the gain from trade unless they, in some fashion, disturb the pattern of 

trade that would result from pricing in accordance with long-run forces of 

supply and demand. 
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Shefrin. - This study presented data on what had actually happened 

in world production and trade in agricultural products during the post-war 

period. In the process Canada hadn't gained"; her share of world wheat trade 

was 31, 23 and 28 per cent respectively, pre-war, 1963 and 1964; during the 

same period the United States increased its share fram 8 to nearly 40 per 

cent of world trade in wheat. 

Canada is a large exporter of agricultural products, ranking fourth 

in the world. The best export markets for Canadian agricultural products 

have been the developed countries but during the past decade agricultural 

exports to both the United States and Western Europe have declined. During 

the past five years exports of a diversified group of agricultural products 

have not increased; C&nada's share of the world trade in feed grains has 

declined as has also the importance of meat and dairy products in the post 

war period. The sale of wheat to the centrally planned economies, on the 

other hand, has increased markedly. 

The world's agricultural production is now 70 per cent higher than 

in the pre-war period but this increase represents little gain on a per capita 

basis. What increase there has been has taken place in the developed 

countries and the indication is that the less developed regions of the 

world are steadily losing the capacity to feed themselves. 

The developed countries, on the other hand, are very dependent on 

each other for market outlets for temperate-zone farm products but production 

in these countries of many similar commodities has risen to the point where 

the market cannot absorb more at prices which are remunerative to farmers. 
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Kahan. - His paper brought to the Conference a penetrating analysis 

of the main inputs going into agricultural production in Russia. The 

attempted e~pansion of grain output there has not been as productive as had 

been anticipated. The increase in sown acreage in grain, for example, was 

25 per cent from 1953 to 1964, but the increase in output had not nearly 

approached that figure. The labour force in agriculture has been heavily 

weighted with older workers and the skill-level is not high relative to the 

needs of modern grain production. Farm machinery is allocated according to 

central plan and this method has had the effect of favouring the state farms 

over the collective farms. 

In Russia the result of combining an extensive and expanding land 

area with an inadequately trained labour force and with an insufficient and 

to some extent badly distributed stock of machinery has been a high-cost 

agriculture. Kahan noted that this fact does not necessarily open the way 

to low-cost grain producers like Canada to sell to Russia in the long runj 

the Russian goal is to increase both the efficiency and the volume of output 

by at least 25 per cent. A large amount of capital recently has been 

allocated to develop the fertilizer industryj this investment probably will b~ 

much more economical than the previous expenditure on land extension and 

could make Russia self-sufficient in food graina. 

ROYer. - This paper emphasized the damage done to international 

trade in agricultural products by the domestic policies pursued in the post 

war period. These policies served to extend agricultural protection well 

beyond tariffs and into other, even more objectionable, barriers to trade. 

While governments may now be somewhat disillusioned, having experienced th. 

shortcomings of price supports, they cannot quickly reverse themselves in 



these policies; th~ structure of agriculture created by price supports is 

long-run and not readily changed to meet competition from abroad. Thus the 

author recommended that emphasis be placed on access and fair terms of 

competition in agricultural trade relations between the developed countries. 

Royer also noted the challenge presented by potential markets in 

underdeveloped countries which will eventually emerge with new purchasing 

power. As a means of promoting these sales, Canada might well look to the 

possibility of assisting these countries to obtain the necessary foreign 

exchange by importing from them goods which Canada now purchases elsewhere. 

Menzie. - He dealt with what are commonly called noncommercial 

arrangements. He made the point that the line between commercial and non 

commercial sales in agricultural trade is not as sharp as is often assumed. 

There were barter and loans during World War II, and gadgets of protectionism 

during the '30's; in that view gifts of food or the acceptance of noncon 

vertible currencies in payment are only an extension of practices previously 

used in foreign trade. 

Menzie's general assessment of concessional sales of food was that 

they are not particularly efficient as a form of aid but if managed well they 

may contribute to growth, stability and general welfare. In analyzing non 

commercial sales one must take into account the fact that surpluses do exist 

and that the political situation in many countries ensures that they will 

continue. There now has developed in the world what the author oalls a 

psychology of aoceptance' which is a highly important element determining 

the potential expansion of food aid. 

The real reason for food aid is that there iB a.larqe and growing 
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need for increased food supplies to improve nutritional levels and to aid in 

development. It seems unlikely that the developing nations will be able to 

meet these needs without help. 

MacEachern and MacFarlane. - A significant point brought out by 

MacEachern was that Canada maintains an over-all comparative advantage to 

the rest of the world in agricultural production. There is a relatively 

stable advantage in a number of products which include wheat, barley, flax 

seed, rape-seed, milk production, grade dairy cattle, some cheeses, tobacco, 

turnips and some fruit. Then there is a competitive advantage relative to 

the United States which varies by seasons and regions, and includes feeder 

and slaughter cattle, hogs, eggs, apples and potatoes. 

The competitive advantage which Canada enjoys relative to the rest 

of the world has been reduced over the past decade or so; this change has 

been masked by the magnitude of the wheat exports in recent years. 

MacEachern listed many factors that had contributed to rising costs of 

production including the high level of industrial activity which served to 

increase farm wages 4 to 6 per cent per year. The price of purchased inputs 

has increased at about 3 per cent per year and certain inputs, for example, 

fertilizer ~ more costly in Canada than in most countries. The gain in 

productivity of about 3 per cent per year has offset some of these costs but 

not enough to improve the net income of agriculture. 

MacFarlane noted that restraints on trade account for much of the 

pattern of structural changes in importing countries. These restraints tend 

to distort the comparative advantage of most farm products. He suggested 

that Canada may have lagged in the adoption of farm business organization and 

practices consiatent with rapid improvement in efficiency. He said that 
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there is need for improvement in the internal organization and operation of 

Canadian farms and in product and factor markets·. He deemed it particularly 

important that the relationship of the agriculture of the United States to 

Canadian agriculture be critically examined in view of its importance as our 

largest market and strongest competitor. 

Campbell. - This paper was on alternatives and opportunities; it 

formed the focal point for the proceedings. 

THE PROCEEDINGS 

Freer and expanding trade. - The debate, influenced by a clear, 

concise statement of alternatives and opportunities contained in Campbell's 

paper, converged on the question, What should be Canada's attitude towards 

freedom of international trade in agricultural products? The answer given by 

the participants, expressed in the final statement, was that freer and 

expanding trade in these products would be in the best interests of Canadian 

agriculture and of the country as a whole; they further recommended that the 

achievement of freer trade, including agricultural products, should be a 

major objective of governmental policy. 

The Conference also rebuked the world, including Canada, for its 

restrictive measures with respect to agricultural trade; it was implicit in 

the statement though that, until agreements were reached with other countries 

for simultaneously relaxing trade barriers, it would not be possible for 

Canada to proceed unilaterally to expose its own agriculture to freer trade. 

This stand is in line with the generally held belief that one country cannot 

gain from a unilateral reduction in trade barriers, and that trade restric 

tions are weapons with which to bargain for access to foreign markets. 
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The participants entered two caveats. One of these concerned 

commodities which they felt must be considered as exceptions to any adjust 

ment towards freer trade; these would include agricultural products now 

produced in Canada which could not compete in world-wide competition. The 

dairy sector was cited as the principal example of a section of agriculture 

which is dependent upon maintaining restrictions of trade or other forms of 

assistance; its revenue would suffer severely if dairy producers were exposed 

to competition with the low-cost producing areas of the world; there are 

other products, such as certain fruits and vegetables, which could not face 

international competition without some protection. The second reservation 

pertained to the protection and stabilization of farm income. This reserva 

tion was concerned with farm income generally and was broader than the 

expressed need for protection in the case of specific products with weak 

competitive advantages. It arose out of the feeling that there was a chronic 

tendency of costs to press hard against revenue. 
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Having taken the stand that Canada should press for freer trade 

the Conference faced up to the question, What could Canada do to implement 

the goal of freer trade in the world at large? The meeting offered some 

suggestions how freer trade might be approached in the best interests of 

Canada and Canadian agriculture. The answer, which the Conference preferred, 

followed the recommendations made by Campbell and Royer in their respective 

background studies. The participants concluded that there was an important' 

place for multilateral discussions with the objective of reaching comprehen 

sive agreements on major commodities. These arrangements would be made 

between importers and exporters covering all aspects of trade, including 

conditions of access and levels of prices. If it should not be possible to 



follow a multilate~al approach to commodity agreements, then the Conference 

recommended that the next best would be to obtain organized access to the 

markets of individual importing countries by special arrangements between 

suppliers and importersi the Conference noted that there was already an 

example of the application of that technique contained in import arrangements 

used by the United Kingdom. 

Noncommercial trade. - An area in which the Conference agreed that 

progress might be made in expanding trade was in sales made under what is 

commonly known as food aidi it was agreed that food did have a place in the 

-programme of assistance to developing countries. The participants recommended 

that the government should extend the over-all amount which Canada contributes 

to developing countries, including an increased amount in the form of grants 

to the World Food Program. 

The noncommercial aspect of trade came up several times for it is 

a feature of international trade in agricultural products which has grown in 

importance. It involves gifts, and concessional sales at very low prices or 

under special terms such as accepting nonconvertible currencies in payment. 

The noncommercial sales are based on very different motives than those which 

govern the commercial tradei it seems almost inevitable that well-to-do 

countries are going to become involved in it, along with the more strictly 

commercial exchange of goods. 

What the participants were saying was that the world is short of 

food and that somehow the whole matter of trade in agricultural products must 

take this fact into accounti trade between countries with big purchasing 

power does not contribute directly to solving the problem of real food 

shortages which is basically one of poverty. 
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In promoting food aid one has a very different set of buyers to 

persuade than in the case of commercial sales. The real purchasers of food 

aid are the taxpayers who are not naturally enthusiastic, being reluctant 

even when they are being taxed for services which they themselves use. When 

it comes to selling them something which somebody else is going to consume it 

is apparent that the salesmanship will have to be of a high order. 
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So far food aid has been granted mainly when there were surpluses 

so that it did not cost the donor very much in income forgone. It should be 

noted that the United States, which has been the big contributor to food aid, 

has been in a position to make contributions at a relatively small opportunity 

cost. The reason is that the domestic programmes in the United States have 

accumulated supplies of certain commodities so that the revenue forgone as a 

result of food aid is not nearly as large as it would be if the full cost of 

the resources used to produce the food were taken into account. 

If countries abandon policies which tend to create surpluses so 

that the supplies which have formed the basis for food aid dwindle, they will 

have to face up seriously to the question of how far to participate in this 

phase of trade. I suspect, if supplies are not on hand as a side effect of 

domestic policy supporting agricultural income, that donor countries may 

look rather differently·at the cost of food aid. They will examine its cost 

from two standpoints; first, they will reckon the real cost of food aid as the 

value of resources used to produce this food rather than the lower figure of 

inoome forgone when low value surpluses are used as food aid; secondly, they 

will ask whether the donor contributes more to relieving the world food 

shortage by food aid than by technical aid and capital grants which enable the 

reoipients to produoe their own. 



Canada has not oontributed much to food aid because we have not had 

any real surplusesi therefore the cost of donations is th~ full market value. 

It is a complex business to study rationally because the costs and benefits 

occur in a different way than they do in ordinary commercial trade. It is 

significant though that a broadiy representative group such as the participants 

of this Conference should corne up with recommendations for expanding into 

this area. 

Sales to centrally planned countries. - The Conference recognized 

the importance to expanding trade of the sales of wheat to centrally planned 

countries which had taken place in recent years. It noted the uncertainties 

involved in expanding or maintaining continuity of salas with this group of 

countries, particularly in respect to Russia which aims to increase output to 

meet its domestic needs and perhaps those of Eastern European countries. The 

Conference wondered about the possibility of importing more from the centrally 

planned countries and heard the reasons why this did not occur now; the 

suggestion that there was discrimination against imports from these countries 

was refuted; in the end the meeting made no recommendations of techniques 

which Canada might adopt to increase that trade or to place it on a firmer 

basis of continuitYi apparently agriculture wants to put its confidence in the 

Canadian Wheat Board and trus~that the buyers will somehow find the dollars. 

COmpetitive strength. - The meeting stressed the fact that agricul 

ture's strength in foreign markets lay in being fully competitive in terms DE 

price; this stand was a recognition of the point that the real lever of access 

to foreign markets is to be able to offer a product at favourable prices 

compared with those of competitors. 
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The circumstances which enable a country to offer products at 

favourable prices to other countries include low-cost production and a low 

value of its currency relative to that of other exporters. To achieve low 

cost production producers must be ahead on the technological front and 

manage their businesses so that the combination of factors of production in 

the industry is the one that gives the greatest economy in production. 

Technological superiority together with the best combination of resources 

leads to low-cost production which puts producers in a favourable position to 

compete in the markets of the world. 

The importance of low cost and efficiency was either implicit or 

explicit throughout the papers which had been prepared for the Conference; a 

problem arose on this point because the definition which economists use for 

efficiency is not the same as the one which producers think that economists 

use. As a result there was a wariness of efficiency, not because anyone 

disagreed with the principle of economical production which it expressed, nor 

denied that low-cost production afforded the best way to enter and hold a 

market. But there was a feeling that inherent in the concept of efficiency 

and low costs was an element of exploitation; there seemed to be a fear that 

low costs would be achieved through paying the labour and the management in 

agriculture less than its real opportunity cost. 

This interpretation of course is not what the science of economics 

means by efficiency; in the calculation of costs economic analysis assumes 

rates of remuneration at the level of alternative opportunities for all 

resources going into the production process; given this rate of return 



logical analysis then leads to a combination of resources which results in 

the lowest cost of production. 

From their experience, however, producers feel that they have 

reason to question the concept of efficiency; the way things have worked out 

it does not appear to them that increasing the efficiency of their operations 

through new technology assures a satisfactory rate of return for their 

efforts; the farm-income problem is evidence of this fact. The part that 

seems to be overlooked is that producers are able to control fully only one 

dimension of efficiency, namely, the technical one; thus they have achieved 

higher output per man, per acre and per animal unit. In the other dimension, 

which concerns the combination of resources, the optimum has not been achieved 

in the industry as a whole. The result is that the gross returns from sales 

in competitive markets often are insufficient to pay an opportunity rate of 

return to all factors of production. When this occurs the industry has no 

choice but to go even further in rearranging its resources so as to substitute 

those with a lower opportunity cost for those which are more expensive. 

In our society the expensive resource is labour and the relatively 

cheaper one ls capital, so the obvious substitution is capital for labour. 

Public policy towards agriculture, instead of taking this relationship into 

account, has tended to counter the industry in making these adjustments; 

instead of facilitating the emigration of people, Canada has encouraged 

immigration into agriculture which increases the competition for land and the 

supply of people in agriculture someone made the point that 30 per cent of 

Canadian farms were expendable. The result is that land becomes expensive 

and absorbs capital which could be used better for other purposes and the 

returns to labour tend to remain low. There is no escape from this dilemma 
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except to increase the rate of net emigration of people. This is a public 

responsibility which it is important to discharge since it is basic to 

achieving a strong competitive position in international trade. 

This point was missed in the otherwise excellent list of recom 

mendations to maintain agriculture in a strong competitive position. The 

Conference recommended greater public involvement in three areas. One was in 

additional outlays on research, extension and to promote good management; 

another was to raise the levels of education, health services and housing; 

the third was the marketing boards, and co-operatives might playa greater 

role in the effective penetration of export markets, and there was reference 

in the discussion to a possible role for export combines. 

Protection and assistance. - The other point made by the partici 

pants in respect of supply was that some agricultural products needed 

protection or some form of assistance as Canada moved to freer trade. This 

view is understandable because there can be serious losses to producers in 

income and in the value of resources if an industry, accustomed to protection, 

is exposed suddenly to the full impact of international competition. 

Protection or assistance preserves the production of a commodity that is not 

competitive and keeps factors of production used in producing it from being 

transferred. 

In a dynamic world an industry can become noncompetitive for a 

variety of reasons so it is not unreasonable to request assurance of 

protection against that eventuality but it should be assistance to transfer 

resources to another form of production. This kind of assistance is corrective 

and is sound for it is in the direction of placing resources where they can be 

paid an opportunity rata of return and compete successfully in the markets at 
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home and abroad. The principle of providing assistance to aid in the transfer 

of resources when their products become noncompetitive i& one which should be 

more seriously considered as a part of public policy for agriculture. 

I felt that the Conference did not come to grips sufficiently with 

this significant subject, especially since assistance of this kind has a 

recent precedent, having been used to help the automobile industry into a 

new era in international trade. It seemed to me that the tone was preser 

vation rather than the more ultimate solution of transferring resources. 

For example, the dairy industry, according to its spokesmen, has to be 

protected if it is going to exist at its present scale, yet it would seam to 

use resources that could be converted with reasonable facility to beef 

production in which the Conference agreed that Canada could hold its own in 

the markets of North America where the big demand exists. This implicit 

assumption about the difficulties of changeover gave the proceedings an 

orientation towards the commodity instead of the resources which agriculture 

uses; this seems like the wrong emphasis because after all it is not the 

commodity but the returns to the factors of production which are significant 

to the welfare of agriculture. 

The exchange rate. - A dimension of the competitive position in 

world trade which I feel was not given the attention it deserves concerns the 

exchange value of the Canadian dollar as a factor in international trade in 

agricultural products. Given an industry with good basic resources, along 

with sufficient flexibility to adopt new technology and to rearrange resources 

when necessary to achieve the optimum in low-cost production, then the 

exchange value of the dollar relative to competitors' currencies becomes 

the significant determinant of an industry's ability to produce. 
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If the exchange rate is free to fluctuate, then the higher the 

value of the Canadian dollar the smaller will be the gross revenue which 

farmers receive from any given value of sales abroad, or -- what amounts to 

the same thing -- if exporters price their products, the lower they will have 

to be priced in Canadian currency to be competitive abroad. Thus, producers 

of products for export have a direct interest in those factors which deter 

mine the international exchange value of the Canadian dollar. Exporters 

should be particularly sensitive to factors which enhance the foreign 

exchange value of the currency because a high value tends to restrict exportsi 

for example, general restrictions on imports lessen the demand for foreign 

exchange and tend to increase the value of the Canadian dollar which in turn 

restricts exports because it makes Canadian products more expensive to 

foreign buyers. Another factor which may tend to hold the exchange rate 

relatively high is that a policy to hold the foreign exchange value of the 

currency at a high level is often adopted to curb inflation. Producers 

should be asking if the benefits of such a policy in controlling costs would 

be sufficient to offset the stimulus to the industry from the added income 

received from a lower exchange rate. 

Young raised the question of the exchange rate and the balance of 

payments but the participants did not follow it up. Several of them called 

attention to the fact that to increase export sales Canada would have to buy 

more abroad in order that importers might obtain Canadian dollars, but from 

the point of view of general Canadian economic policy if the balance of 

payments is running against Canada it only worsens that situation to buy more 

abroad. In view of the significance of this topic it should have received 

more attention from the participants. 
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Free versus freer trade. - I make one further point at the risk of 

being called archaic. The support of freer trade could be called a bold 

stand in view of the fact that trade in agricultural products throughout the 

world is distorted by restrictions ranging through tariffs, export subsidies, 

import quotas and embargoes; therefore, if the fact of widespread protection 

and subsidization of agriculture had been the main evidence it would have 

been understandable if the Conference, accepting the dictum that a country 

should not exceed the rate at which the world at large removes restrictions 

to trade, had concluded that it would not be in the best interests of Canada 

to go for freer trade. 

On the other hand one might ask, Why did the participants go for 

freer trade which implies reservations, instead of free trade which does 

not? In the past Canadian agriculture has fought for free trade and its 

welfare continues to be closely tied to external trade -- in fact much of 

its future growth and development is dependent upon selling more of its 

output abroad. The expansion of the domestic market for farm products will 

be limited largely to that amount created by population growth since the 

rising income of consumers does not have much effect on the demand for food. 

This increment in demand is less than agriculture's potential to produce 

for on the supply side the industry has many factors working in its favour; 

these include access to new technology, productive land, a number of good 

marketing, processing and input-supply industries and a corps of skilled 

management. It was apparent too from the background papers and the discussion 

that a substantial part of the output of Canadian agriculture has a 

significant competitive advantage with the rest of the world. Moreover free 

trade in livestock with the united States was seriously discussed; the 

471 



damage to our exports of flour from the export subsidies of other countries 

was also apparent. 

The combination of a high supply potential and a low domestic 

demand potential, one would have thought, should have led to recommendations 

that Canada take a strong position on the offensive for free trade instead 

of the weaker one of freer trade with defensive riders attached. I 

suppose the answer. is that the world is so far from free trade that talk of 

it is quite unrealistic. 

Concluding note. - In conclusion I would say that the Conference 

covered a considerable amount of ground in two and one half days. The 

progress seems the greater when one takes into account the fact that there 

were sharp differences between the interests of the producers of the various 

commodities which were involved. The consensus on so wide a range of topics 

is even more remarkable when one recalls that a group broadly representative 

of processors, labour, governmental services, consumers and producers could 

agree to support such a set of recommendations. 

The Conference produced some significant results. It voiced 

clear statements about the position which agriculture should take towards 

international trade; these should be most helpful in determining the 

posture which Canada assumes in trade negotiations. It produced a set of 

analytical papers that will make valuable reference material; they constitute 

a comprehensive contribution to the literature in agriaultural economics. 

Perhaps the most valuable contribution made by the Conference was 

that it brought together in a private seminar representative leaders and 

professionals from farm organizations, industry, labour unions, the economics 

478 

--------------------------------------------------------- -- 



profession, governments and consumers. The availability of the background 

papers and the freedom from public reporting created an atmosphere conducive 

of learning and the free expression of opinions, and certainly led to a 

broadened understanding of each other's positions. I feel that everyone 

left wiser and more confident for the experience of taking part in the 

Conference; it will have a significant effect on the thinking of all of us 

on this important subject. I have indicated that I thought there were some 

gaps in the proceedings and I have dwelt on these; but no one could expect 

that one seminar would exhaust the subject of international trade and 

Canadian agriculture. When we can say that it has broadened our viewpoints 

and indicated gaps in knowledge where more intensive work is needed, then 

we can say that the Conferenoe has been a suooess. 
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