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SUMMARY, CONCLUSIONS AND RECOMMENDATIONS

SummarX

The only series oflétatisticél data on~thé processing, distribu-
ting and retailing sectqf of the Canadian foo& system is available‘from
Statistics Canada. These data are criticized by academic reseérchers,
government personnel and members of thé food industry alike because of
shbrtcomings which limit their ﬁse for,eédnomié‘anaiysis, policy
prescription and industry planning purposes. The major 1imitations:
identified inclﬁde : the lack of timeliness in publication;’the definition
of_industry groups for purposes of statistical convenience rather than

comﬁgtitive reality; the 'lumping together' of products with dissimilar

. end-uses and using differing market channels into a single category; the .

'lumping together' of Business_units with ﬁuite different:types of opera-
tion and product mixes; éiéonsistently phanging»sample frame ﬁhi¢h con-
fqunds intexr-temporal éomparisons; a lack of informatioh on cost facﬁors

in the major food iﬁdustry‘sectors; and, in addition, some'questioﬁed the
quality and reliability of the primary data submitted to Sfatistics Canada '

by some firms in the industry.

It should be pointed out that what data is available from other
sources, such as Trade Associations, generally is ‘'re-hashed' Statistics

Canada information. Some primary statistical data is also collected by

]
]
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II.

the Tariff Board and Competition Branch of the Federal Department of
Consumer and Corporate Affairs. This data is considered confidential

and, therefore, is not available for‘use in analysis by other groups.

In the past, Royal Commissions, Boards of Inquiry and the like
have collected some specific primary data from the food industry. Again,
this data was usualiy"obtained on a confidential basis and is generally

unobtainable, even after the fact.

There has been only very_limitedAeconomic:analysis\of the process-
ing, distributing and retailing sector of the Canadian food systém, The
studies that have been qarriea out héve.usually been concerned”with
description bf the prevailing industry structufe»with scant attention
paid té industry conduct and economic ﬁerférmance; Exceptionsiinclude:‘ 
analysls of wholesale and retail margiﬁs on the major food éémmddities,
and some'analysis‘of thg fiﬁaﬁcial performance.of the maiﬁ fodd.industry
groups carried out by the Food Prices Review Board (includiﬁg‘ﬁhe refer—
ence paper on retail éoncéntration); a limited industria1‘§rgaﬁization"
type of stﬁﬂy.focussing on the‘retail sectors in the Prairie Pfovinces
by the Royal Commissi&nJon Consumer‘Probléms aﬁd Inflation;'a ;tudy of
profitability of sixteen Canadian féod combanies prepared fof-the-Ontarib»
Ministry of Consumer and Commercial Relatioﬁs; étudies of the béef market-
ing system and marketing margins by both>the.Fedéra1 Commission of
Inquiry into the mérketiné of beef and the Manitoba Beef Inquiry; and,

as yet, unpublished reports by the Competition Branch dn performance of




— — ——— [ e ———

~— .

III.
the food ptocessing industry, and an economic analysis of the fruit and

vegetable processing indostties‘by the Tariff Boatd.

sl numbér of raports desoribing the structure of some componénts
of the food industry are available'from.seoeral‘sourceSs These incinde:
a study of the Ontario food processing industry ptepareo for tne Ontario
Ministry of Industry and Tourism; a papor identifying ownorships.and
directorate interlocks in the corporate food industry publisheo byithe
Univarsity of Saskatchewan; a survey of food processing in Canada oub—
lishéd'by the Macléan—Hunter Research Butéau; and various industry
segment teviens prepared by‘the Agricultural Products Division of the

Federal Department of industry, Trade_and Commerce.,

Few academic economists have researched the food industry in
Canada, although Mallen (Concordia), Devine (Saskatchewan), Hawkins

(Alberta) and Tigert (Toronto) have limited pnblications in this area.

Conclusions
L. There is a dearth'of meaningful statistical information for use
in policy analyais for‘the processing; distributing and retailing sectors
of the Canadian food syétem. | |
Statistics Canada is virtually the sole source of continuous data
on the food industry.i Tnese data are perceived by usets to have major
limitations. Trade Associations and independent research organizations

usually do not generate original data. Limited information is occasionally



———

——a o

available from government lnitiated CommlssionsAand Boards‘of Indulry.-

2 | Worlc which has been \publishedt is Aalmo'st_erclusively_‘.descripti\.re
and-concerned with‘lndustry‘structure rather than addressed to the more
pert1nent flelds ofvlndustry conduct‘and economlc performance.

3._ There appears to have been a w1despread lack of 1nterest 1nvconduct—

ing economic.research into the food processing,'distribution and‘retailing ‘

system by federal and provincial governments, and the academic community

althoughfconsiderable:political rhetoric has - been forthcoming.in.thls
area. \ -
4. MostAgovernment sponsored research has;been-initiated lntrespOnse~
to imnediate‘politicalxconsiderations(such:as rislng foodgprlCes,~or a
decline-inﬂproducer'returns‘for beef, for exanple)Arather-than:maintaining
a longer term fac111ty for monltorlng and explalnlng the economic. relatlon—

sh1ps 1n, and performance of the food. 1ndustry as is the case. 1n the Unlted

States.

Recommendations

_ 1. Clearly, the primary~concern_of'future research on‘the processing,.“
d1str1but1ng and retalllng sector of the food’ 1ndustry must centre on the-
operatlonal efflclency of the system. :The‘common yardstrcks of prlce«
levelstand reported‘corporate.profits_are<not_an‘adequatefmeasure of
industry efficiency. In'partlcular the duestions of.industry'costi
structures and 1ndustry product1V1ty must be addressed .“A pre—réduisiteu
for- such analys1s 1s the collectlon and organlzatlon of baSIC cost . data

using a standard income statement format:such}as:the following;




KEY 'COST ELEMENTS

' I. OPERATING COSTS

. Production Labour .

Fringe Benefits
Energy Costs
Packaging
TranSportation
Internal
Purchased
TOTAL

II. SALES AND ADMINISTRATION COSTS
’ " Salaries

Advertising

III. CAPITAL COSTS
} ; o - Depreciation

Interest

{ . IV. OVERHEAD COSTS

| ‘ Insuraﬁce
" Rent
Repairs
Bad Débts
Other;

V. PROFITS & TAXES
Total Taxes

p .
( : _ Apparent Profits

‘This format could be.empléyed as the basic analytical vehicle for

: . commodity and sectoral studies. , _ !
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2. A related pfiority for future research efforfs is the development
of both the déﬁa soﬁrces and the operafional fgcilify to analyze.the likely
impact on the ﬁfocéssing, distfibuting éﬁdvretailing sectbf ~of the food
.indgstrfmbf-changes'in factors effectihg.the industry, such aé: legislative
food.and agricultu;al policy changes; changes in key‘cost components (for
example,‘labour, energy, packaging, transboftatidn;and‘interest_costs);
changes in product supply; changes in consumer demand for industry out-
put; changés in per capita income. A pérticular objective should be to
develop the ability to anticipate prospective‘developments in the industry
and to analyze the likely consequencgs“of these developments.

The effect of cost changes could be determined using thé following

simple framework for the organization of'industry cost data.

FOOD INDUSTRY COST FACTORS

PRESENT COST - - CHANGE IN IMPACT OF =

LEVEL . COST FACTOR CHANGE IN |
- COST FACTOR

I. RAW MATERTALS
Food Processing
Food Distribution

Total Food Industry

TI. WAGES AND SALARTES
Food Processing
Food Distribution
Food Retailing
Total Food Industry
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VII.

FOOD INDUSTRY COST FACTORS (cont'd)

ITT.

Iv.

v.

PACKAGING MATERIALS

Food Processing
Food Distributionw
Food Retailing
Total Food industry

ADVERTISING

Food Processing

Food Distribution ..

qud.Retailing
Total Food Industry

TRANSPORTATION

Food Processing
Food Distribution
Food Retailing
Total'Food‘industry

- ENERGY COSTS

Food Processing .

Food Distribution- .

Food Retailing
Total FoodAInduStry

TOTAL

PRESENT COST
LEVEL -

" "CHANGE IN

COST FACTOR

IMPACT OF
"CHANGE IN -

COST FACTOR
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3. It is recommended that,aAprocedureufqr~regular compariéons of

industry - and sector performance with‘U,S. c0unterpgrts be developed.

‘This could also be used to calculate the cost to consumers of main~

taining  a domestic productive capacity for the major foods.
4, Another area warranting concern is‘ﬁhat of industry conduct,

partidularly:at the processor/distributor - retailer inter—fége, In

particular, it is recommended that practices such as volume-discouhting;

listing allowances, new productlintroductiqn‘offers, co~operative

advertising and promotional incentive schemes be .examined for their

'impact'on'thetefficiency\of.the overail operation_bf the system.

5. It is recommended that researéh be initiated into establishing

‘the nature and extent of bqth.vertidélAand:horizdntal integration in

the food industry, and to investigate their effects both on the conduct’

and.performancé of.thatliﬁdustry and‘oﬁ‘related:industries.ﬁ‘

6. Given the substantial and growing importapce,of the;'AWay:fmef

Home' food market, it is‘rétommended.that research be undertakeﬁ to
determine the'influenée of this'segmentﬁon the structure, conduct and
performance of the processing, distributing and retailing sector -of

the food éYstem.




‘I. - .  INTRODUCTION

- In this report, a critical review of available research and
statistical documentation and analysis on the processing, distributing and

retailing sector of the Canadian food system is presented.

~ In effect, the reportlis in two parts: first, the 'regular' report.

The\food processing; distriﬁuting and retailing sector is‘defined inform;
ation avallablllty and quallty, and avallable research materlal on this
sector are cr1t1cally rev1ewed pertlnent U.S. studles are identified, major
issues and concerns in the Canadlan 1ndustry are reported ‘and a summary,’
conclusdons and recommendations are presented; second,‘an annotated biblio-
grapny of statisticaidinformation and researen material;»in oard—fiie

form, on the food proce551ng, dlstrlbutlng and retailing sector is made

avallable to be perused in conJunctlon with the 'reguiar' report.

: Tne research metnodoiogy was straightforeward. A literature;and,
statistical'inrormatron‘seareh was initiated resuiting in:thelpreparation
of over 1;OOQ’annotated index cards identifying,statistieal sources and
articles on‘the food processiné,-distrrbuting‘and retaiiing'sectorlwhich
have been publlshed durlng the last fifteen years. Major‘souroes included
publlcatlooSfrom federal and prov1nc1al governments, trade assoc1atlons,
independent researoh agencies,7academic_journals and post-graduate theses,

food indnstry journals;'and annual oompany‘reports.

In conjunction with the literature search, pertinent trade,
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government and academic. personnel were canvassed to determine their
perception of information needs, research priorities and salient issues

and concerns they considered were faving the food industry.

The report representéAa distillation of informaﬁion generated
vié the literature search, of discussio@s with pertinent industry,
governmént and academic persoﬁnel, and of the_aﬁfhors interpretation of
the statistical and réseaféh needs andkrequiremgnts“of industry and

government participants..
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II. A DEFINITION OF THE PROCESSING, DISTRIBUTING AND RETAILING SECTOR
OF THE CANADIAN FOOD INDUSTRY

Hate

The mainnproduét flow in the Canadian food system runs -from
producers to processqrs;through food brokers to wholesalers, to retailers
and; Iiﬁally,'to cohsumers. The processing, distributioﬁ énd.retailing
sector éan be broédly défined as comprising those_functionsvwhich cause.
changes:in the temporal, spatiél or form dimensions of food products

between the farm gate and the consumer purchase.

(1) Processing

Processing is defined as those manufacturing activities concerned
with the addition of "walue" through changing the form of the raw food

product. The major activities involved are assembly of the raw product

. and the processing which iﬁcludgs grading,'sdrting; packing, cooking, ‘

prepaiihg,‘canning, freezing, drying, freeze-drying, dehydrating, liquify-

ing, refining, crushing, blending, mixing, weighing and aging.

The main processing activities involved for each of the major food

categories are as follows:

1) meat packing (including the products of beef; pork, lamb, veal and
_edible offalS)--%"may involve dressing, grading, éooling, cutting,
trimming, boxing, canning, freezing, grinding, blending, smoking,

curing, cooking and packaging.
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2)

3)

4)

5)

6)

7)

the processing of broiler chickens, roaster chickens, hens, turkeys,

ducks and other poultry——— involve dressing, chilling, freezing,

FTEN

smoking, cutting, trimming, canning, cooking; packaging. Also

-inclqded in this capegdry is the grading, washing, packaging, drying;

freezing and liquifying of eggs. .

fish processing including sea fish, fresh ﬁater fish -and related
aquatic productéée— involves cleaning, cutting, de-boning, filleting,

skimming, freezing;'cooking and packaging.

the manufacture of‘dairy products including fluid milk, fresh cream,
ice creém, buttér, natural processed cheese, yoghﬁrt,‘and other

similar products.

the milling of flour and meal, the preparation of flour mixes,

macaroni and spaghetti, bread baking, biscuit, cookie, pretzel and

_ breakfast cereal manufacturing, and packagiﬁg of such products.

the grading, sorting, waéhing, waxing, canning, freezing, instanti-
zing and dehydration of ffuits'and‘vegetables, the preparation of

fruit and vegetable jﬁiqés, pulps - and extracts, pickle, sauce

"and vinegar and cider manufacture, the processing of jams and

jelliéé, the preparation of fruit and vegetable frozen and cénned

specialties, and nut processing and packagiﬁg.

the.refining and processing of maple, cane and beet sugar, the

manufacture of sugar, syrups and confectionary items including

- {
B
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' chewing gum, choéolate3 cocoa products, flavourings and syrups.

8) the manufacture of non-alcoholic beverages including coffee, tea,

cocoa and soft‘drinks;

9) thg oﬁerations?of the edible oil induétfy'including cotton- =
seeds, soybeans, férﬁ and vegetable oilsAsuch as-saffiqﬁer,'sﬁh—
flower, and rapeseed and the prodﬁction of shortening, saléd:and

;céoking oils, margafine, non—dairf-creamérs and the manufacture

of textured vegetable protein.

10) fhe manufacture of miscellaneous foods and kindred products
including prepared dinners, snacks, packaged desserté, condiments,

soups and baby. foods.

The manufacture of alcoholic beverages such as beer and ale, wine

" and distilled liquofs is excluded .in the.defiﬂition adopted.. Similarly,

food processing operations aimed specifically at the hotel, restaurant

or institutional trade are also excluded.

(ii) Food Distribution

* Food distribution is here defined to encompass the aCtivities of
storaQéQ»transportatién, warehousing, broking,jobbing and‘wﬁoieéaling.
The usual linerf pfpdﬁét movement is from processor to wholeséle
wafehouse'to rétail‘store but there are many Variatioﬁs éf this foUte.
Transportation can be by commdn carrier of by producef, processor,

]
1
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wholesaler or retailer vehicle. The warehouse faéilities can be owned

by the producer, processor, transport firm, broker, jobber, retailer

or specialized wholesaler.
pree types of grocery wholesaler are included:

1) Retailer—owned Co-operative Wholesalers
2)- Voluntary Gioup Wholésalérs Sponsoring RetaillGroups

3) Independent Wholesalers (whose customers have no affiliation with

the retailer).

Purveyors specializing in servicing the hotel, restaurant and
institutional trade are not ‘included in the food distribution sector

defined.ébove.

.. . (111) - FOOQ,_Retailing

In this study, the foodvretailing sectof is considéfed to involve'
those activities concefnedeith the final merchahdizing of food products
to the conéumer. The marketing operations of the national and regional
supermarket chains (a chain is defihed as the-operation of four or more
stores under common ownership, while a éupérmafkét is a fopd store with
annual ;ales of $500,000 or more), speciaiized-food sﬁores such as
bakeries, butcheries and fiéh‘retailers; specialized food discounters,
the food depértment of a discount departmen;'storg, a food department
of a department store, independent food stores, voluntary cooperative
group food stores, convenience stores;.andfjug milk stores are all
considered part of the retailihg sector. Those operatioﬁs_which'involve'

{
¥



vertical ihtegration into production, proceséing or whdlesaling by

retailers are not included here.



ITTI. THE CANADIAN FOOD PROCESSING, DISTRIBUTING AND RETAILING SECTOR
. ' INFORMATION AVAILABILITY AND QUALITY

"In Canada the . gatherlng, analysls and d1ssem1natlon of needed
1nformat10n is so heavily concentrated 1n ‘the: hands of government,land
the resourcesioutside,government for‘doing,this arevso’smallv(and mostly

-government-financedj that{it is virtually impossible to:ouerstate the
imoortance‘of'governmenttnolicies, attitudes and’procedures towardsa
aSsemEly‘and provision'ofilnfornation'. |

" The aboue‘statement, made:by Davdd'kirk in‘a recentvarticle,})“
encapsulates'the issues and-concernsAthat relate to data auailabillty‘and
quallty 1n ‘the processlng,‘d1str1but1ng, and retalllng sector of the
Canadian food system; For all policy formulatlon 1ntents‘and analytlcal

purposes; StatlSthS Canada prov1des v1rtually the sole source of relevant

stat1st1cal_mater1al~on the food system.

In th1s sectlon, statlstlcal sources -are’ sub d1v1ded 1nto three

4_ categorles: the major category, Statistlcs Canada Informatlon, and the two

ancillary categorles,>'Other‘Governmentalf and fNon—Governmental"sources

‘of statistical information.

Statistics. Canada Information
The 'hard core' Statistics Canada information on the_food:and beve-

rage industry is subsumed*within nine major~Standard Industrial

D .David Kirk, 'The Pollcy—Maklng Process s Hdn Agrologlst Volume 6
Number l 1977 Pub. by Agrlcultural Instltute of Canada.

]
Ca




Classification (SIC) categories, that is, from SIC Code 101 to 109

inclusive.

SIC

101

102

103

104
105
106

107

1071

Code

1011
1012 -

1031
1032

1072

108

109

1081
1082
1083

-1089

1091
1092
1093

1094

'SeCtor

Meat and Poultry Products. Industries

» Slaugﬁtering and Meat Processors
Poultry Processors

' Fish Products Industry

Fruit and Vegetable Processing Industries

Fruit and Vegetable. Canners and Preservers
Frozen Fruit and Vegetable Processors

Dairy Products Industfy'.

" Flour and Breakfast Cereal Products Industry

" Feed Industry

Bakery. Products Industries

Biscuit Manufacturers
Bakeries o

Miscellaneous Food Industries

- Confectionery Manufacturers :
.- Cane and Beet Sugar Processors
Vegetable 0il Mills -~ = =
" Miscellaneous Food Processors, n.e.s. -

Beverage Industries
Soft Drink MAndfacturers
Distilleries
Breweries
Wineries

Teeme o
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The:sectqrs'are more eomprehensively defined in Appendix I.-
nihe relative impdrtance of thegfoad andgbeverage~industria1 sedtor: o
(sic Codé‘Oi) Vis—a—vis the'industrial‘sectora can be meaeured with’refer—*
ence to Statistics Canada aggregate data on a11 manufacturing activ1t1es

by 1ndustry group (that 1s, food and beverage 1ndustries, 1eather 1ndustr1es,

machinery industries, etc.).

Within‘each SiC categor§, basie étatisties are available in the
fullowing areas: production (qr pack) data in quantity and'value terms;
shiument data; aggregate diSappearancefdataé‘cnnSumption data'(derived
from domestic disappearanCe atatisties and imudrt and expart_figures);'
statistics on‘number and tyues'df empioyeea;iuage and salary datag
statistics on- the cost of fuel and eleétricity;>andf1imited data on

purchased inputs.

Statistics on the retailing sectors (including data on independent

retail and chain stores) are includedfwithin SIC 631.

A1l relevant Statistics Canada publiCations relating to the process-
ing, distributing and retailing sectorfof the.food system are catalogued
under appropriate headings and are presented in the companion file box to

this study,"A Bibliography of the Canadian Food P.D.R. Sector.'

User concerns with Statistics Canada data .
vRepresentativesiof the food industry, academics and government
policy—makers'alike point to a numberiof.fundamental areas where Statistice‘

- M “ L. -

'

Canada data falls short of their reqnirementsb
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The>most comﬁon criticism relates‘to the-lack\of‘timeliness‘of ‘ ';50
the data. All Stat1st1cs Canada’ 1nformatlon users surveyed 1dent1f1ed
th1s as a maJor llmltation for policy and, partlcularly, market analysls
pdrposes. .Of course, this is a criticism that‘routinelyvis directed
against government statistical departments in_eyery c0untry;_ However,
StatisticsACanadaghaVela particularly uninpressine comnarative perform-
“ance record. For.exanple; U.S. federal"statistical information on the“‘P“'
U.s. food‘system~is generally‘available’consistently ahead of.equivalsnt
Canadian_data. PerhapS»this dndicates the\relatively higher level of ;
-nriority that the U.S. government attaches to information-collection‘

when compared to their Canadian government counterpart.

The second major criticism relates;to\the SIC methodAof defining',h‘
1ndustry groups. Academlc researchers and some representatlves of the
trade p01nt out that the SIC four—dlglt 1ndustry is narrowly deflned
and def1ned for purposes of. stat1st1cal convenience- rather than com~
pet1t1ve reallty, S0 that most of the relevant compet1t1on is inter—.‘
industry.. This has particnlarly pertinent ranifications nhen 1nve3t1;_-
gatdng lavels'of concentration intspecific indnstry sdb—éroups. iFor
exannle,'breakfast cereals conpete not only among themselves for‘a
place at the breakfastetable;;but aiso with foods fron.seVeral other SIC
four;digit categories such as bacon; eggs, bread, pancakes;vetcrv_ln
othér instances, the“SiCxcategory is so broad~as to belalmost-meaning;

less for assessing releVant“concentrationVratios, for ‘example, the .
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'catch—all'”miscellaneous foodS'category,

Even within such a defined category-as 'Fish Products InduStry},:
for example, the trade criticize the available information because of

insufficient specific product“group inforﬁation;fsA 50 pound frozen cod

_block dest1ned for the HRI trade and a- packet of f1sh st1cks for the

retall counter are products that, whllst»ln_theAsame SIC»food_category;
are not comparable products and are not considered to compete in- the
same markets. -Further, for processed fish products consumption-data is

only available on an aggregated basis, thatiis;'per capita consnmption

for all fish products. Thus, trends in consumption within a specific

commodity category are effectively masked, .
In summary,va'generaliied criticism'of‘Statistics Canada data is

that it is directed'towards the productlon process and not towards the

'end—user'market, In effect, it 1s productlon or1entated and the trade.~‘

desires statistics that are market or1entatedg
A‘criticism"of Statistics Canada‘information identified\by,some
trade personnel is the 1ack ofihomogeneity’within”Specific‘sub;sector S

samples. For example the Slaughterlng and Meat Processors sub sector

(SIC Code Number 1011) 1nc1udes enterprlses ranglng from speclallzed

beef processors through to Spec1allzed meat purveyors, and 1ncludes fully-,;

1ntegrated meat packlng companles. The\argument 1s;made thatgthe aggref ',

gating of data derived from such widely differing enterprises provides a
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composite result that is not meaningful ('You're comparing éﬁples,and

‘oranges' is ‘a typical retort!).

géme information users expressed concern abbﬁt the femporal
consistency of‘Statistiéé Canada data. That is, the fooa'and~beveraée
industry is dynamic - ité.structure is>continually:changiﬁg ~ yet
Staﬁistics Canada's sample frame is not percéived to Change:as the
industry structure changeé. Thus, s;me'reééafchers are reiﬁctént to
attach statistical.credibility to inter-tempqral comparisoﬁs within
induspry éub;sectqré.becéqse the respective sample frames are not represent—

ative of the structure of the sub-sector at a ﬁarticular point in time.

Two criticisms of the available Statisticai information which was
expressed parficularly by‘écédemic researchers waé:;the léCK-gf detail .on
cosf components within:the food system; and abséncé of inter—prévincial
product movement data. These werersgén as seriously limiting informatioﬁ‘

gaps constraining useful analysis for policy prescriptioh‘purposes.

‘ Finally, some representatives of the féod industry questionéd tﬁé
Qeracity of the data COliected.by Statistics Canada from séme_companies‘
within that industry. It.wasvargued,thét both the defenSivé (even cynical)
attitude of buéiness towards government ('if we give sensitive statistics
to government they'll just get leaked!') and thé‘poor information controi
within some cdmpanieé were largely reéponsible for the ﬁefceived low

quality of Statistics Canada information. Certainly, the latter point
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has-nigh face validity and, particularly, within certain industry sectors. -

(For example, it is the rule and not the exception for even the largest
companies within the meat packing industry to have only very limited
information on many of the commercially fundamental facets of‘their

business).

Other Governmental Sources of Statistics:

Other sources of continuing data on the food procéessing, distribu~
ting, and retailing sector which emanates from federal and/or provincial
governments are few and far between. Such data that exists has a heavy

emphasis on primary market prices.

Agriculture Canada (Markets Information Division)

~ '"Livestock and Meat Trade Report' .
Includes wholesale meat market price reports and statistics on dressed

meat imports and exports.

- "Dairy Market Report'

Includes sections on wholesale prices and trade in dairy products.

‘= '"Fruit, Vegetable and Honey Report'

Includes information on regional wholesale prices.

4"Pou1try Market Report'

Inclﬁdés wholesale price information for eggs and poultry.
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The above information is{published weekly, and summarized monthly

and annually. -

e

Environment Canada '(Fisheries and Marine Service)

- Annual Statistical Review of Canadian Fisheries.
Includes statistics on landings and values of fish, per capita consumption
of fishery products (only three categories are specified - fresh and fro-

zen, cured (smoked, salted and pickled), and canned).

Anti-Inflation Board

The Anti—Inflation Board publishes a press release on;fdod prices
every monthw Significaﬁt Price movements for méjor food commoditigs aﬁé the
ratioﬁalé for such.moveﬁents are-highlightea. - Further, the monthly |
movements ih cost of a. "mutritious 5asket of retail foodstuffs' (See
'What Price Nutrition - F.P.R.B. publication);'aré.identifiea for major(

centres in Canada.

The Food Priceiseview Board and, subséquently, the Anti—Inflation
Board have céllected‘weekly retail prices for a wide selecfion-of food—
stuffs since early 1974. 'Undoubtedly; this 'pool' of price information |
is, with the exception of Statistics Caﬁada, the most comprehénsive‘
availéble on retail fdda'prices across Canada. Since.April 1975, tﬁg AiI.B.
has been collecting wholesale price information.pn products that areiinclu—

ded in their weekly retail survey. To add an unsolicited comment, it would
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be a real loss for any individual or organization with an interest’
in research in the food sector if this source of information was

to. terminate with the termination of the A.I.B.

_ Some limited.information is‘avaiiahle:on:a;contiohiog basisfﬁrom
some:provinciai gdﬁernments*(for example,;the Aiberta'ﬁepartmeht;of‘.
'Agriculturejpuhlishes a weekly_grain andﬁiiﬁestock report,‘ahd~the:
Ontario Food Couﬁcdl reports'on priCes:of a.market basket:of retadl
goods on a continuing.basiS); However, spch 1nformat10n typlcally 1s

restrlcted entlrely to market prlce reportsp

Non-Governmental Sources of Statistics’

As identified in an earlier section,xthere'is a distinct dearth of
regularly available statistical material on the food processing, dis-
tributing and retailing sector from non—goverhmental sources.

Trade Assoclatlons representlng 1nterest groups w1th1n the food

system typically do not produce any contlnuous 1nformatlon. The few

hat do produce stat1st1cal reports rely on StatlSthS Canada data for

their-hases (for‘example, see"Food Price;Facts publlshed by the o S :
Grocernyroducts Manufacturers Associatioh‘of:Canada), or simply;compile‘

directories of association members.

‘Information sources that do exist include:

- Dun~and Bradstreet?of Canada'Limited
A company SpEClallZlng ‘in prov1d1ng credlt ratlnp 1nformat10n on.

‘individualichpanies. For example, for Spelelc companles data is.
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.available.on sales;.profitabiiity, number of ‘plants, numher ofr
empioyees, years in. bu31ness, etc.,<Hovever;‘the available data is of -
'limlted usefulness for analytlcal purposes because, often, it is too
hrghlyAaggregatedp(lnformatlon on Canada Packers, for example, is 29227
tsubdividedrinto'feed—miiiing; meat-packing'or vegetable~and/or animal’

oils categories).

.~ Toronto Globe and Mail
_Daily reports on market prices’forvlivestock, fruit and vegetables,
‘grains and oilseeds and various U.S. food commodities.

© - Annual Survey of National Advertlslng Expendlture (Mac‘ean—Hunter
- Research Bureau)

Focusses on_advertising expenditure‘in the print and broadcast

media. Available_annually.»

- The Corporate Food Industry in Canada- _
Same ‘Data on Ownershlp and D1rectorate Inter—Locks

An occa81onal paper publlshed by the Unlver31ty of Saskatchewan
‘(Regina Campus).sample Survey_and'Data Bank Unlt'1n11974. Presents
a series of chartsyuhich‘de3cribe and‘deiineate\the structure‘oflsome_
of-the major corporations involved'in the.Canadian food industry‘ ThlS
1s one of the very few data sources that 1dent1f1es horizontal and/or '
vertrcal~1ntegrat1on llnks;between‘food compan;es.

- Grocery Products Industry and. the Canad1an Food and Beverage
Industry (Grocery Products Manufacturers' Assoc1atlon)

' Reports publlshed by the G. P M.A. in 1973 and- 1976 collatlng

’ .

Statlstlcs Canada 1nformation on the grocery products and beverage

ﬁlndustrles in Canada.



- 18 -

- Canadlan Grocer Flgure Exchange (Canadian Federation of Retail
Grocers) . - —

: Variedlaggregate and individual corporate statistics on the retail
grocery«seotor. Not-comparable‘from‘yeartto~year as the sample changes.
'—’Inpaddition, there are an assortment:of trade directories and‘allied

publlcations including:

‘The Canada Food and Food Packaging Directory -
Thelontario«Food Processing‘Industry-Directory

Directory of Volume Food Service Operators
- and Distributors in Canada

The Official Buyers and Sellers Guide of the
Grocery and Allied Trades

The Blue Book of Food Store Operators and Wholesalers;
and within speoific commodity‘sub—sectors'there arellimited publications
of the 'Directory of Canadian.Dairy'Processors<and.Distrlbutors‘ type. -

- Survey of Chains and Groups (Canadian-Grooer.)

Annual supplement to the monthly maga21ne ‘Canadlan-Grocer Subdivi- :
ded Anto two sectlons. the chains (supermarkets and Jug mllk/convenlence
stores);_ano groups (inter;prov1nc1al and prov;nolal). Gives senior
nanagement names and locations, sales, store;numbers‘and*locations; interest

in ?riVéte‘laBelling, notes‘on expansion progranme'and on buying policies.

- Statistical~and general industry.information is ;available on an

ad hoc basis through the'trade‘journals and professional assooiation'journals

that have an interest in-the food inaustry.‘ Foremost among there are:

= TFood in Canada, and

- = Canadian Grocer
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 RESEARCH INTO THE STRUCTURE, CONDUCT
AND PERFORMANCE OF THE PROCESSING, DISTRIBUTING -
AND RETATLING SECTOR OF THE CANADIAN FOOD INDUSTRY

.ﬁublrshed research material and;rrnbparticular,vpublished econemicb
research materiél en the structure, conducthané performance.of~the prqcess—
ing, distributing end retailing sector of‘the fbod‘industrybreflect the
state of basic information_seurces on.this.inaustrial sectqr,cthat:is;
they are few and far between. >This is particularly sururising'given:the
volume of polltlcal rhetorlc that has been expended on d1scuss10ns of
issues and cencerns in the food industry in recent years; . The overwhelmingt'
impression thatvishleftiafter undertaking a thorough seerchAof avaiiable:

_analytical_materiai on this sector at‘government,itrade: acedemic and
private'research agency level is thet there‘exists immenseigaps'in basic
research knowledge relating te the structure,'conduct and perfornance ofj-v

. the Canadian:food industry.A'

Research worK'thet’has been accdmplisheaAfalls into threefcetegories:~
research into structure of the 1ndustry (or sub—sector of the 1ndustry)
wh1ch ‘has 1ergely been descrlptlve with only a modlcum of analytlcal 1nput,
research into food consumptlon, expendlture and buylng behav1our and re-.
‘search into the conduct and performance of.the 1ndustry whlch, 1ndeed, is
a scarce commedity. |

Research into Industry Structure

A limited number of structural studies are avilable. Of these,

the following may provide a useful basis for further analysis:




Market Report on the Food and’ Beverage Processlng Industry 1n

Canada 1973(Maclean-Hunter Research Bureau)

-Essentlally, this report compiles,Statistics Canada"data_onithe

industry and makes projections based on-historical trends to 1980.

A Survey of Food Brokers and thelr Market 1976 (Maclean Hunter §
Research Bureau) ' '

‘Compiles information.en food brdkersﬁinxCanada~and~providesf:l

Tregional»statistical split.

The Food Proce551ng Industry (Ontarlo Mlnlstry of . Commerce and
Tourism, 1975) _ . ,

A descriptivemanalysis of the~Qntario-food processing-industry.

" Reviews industry structure and technology trends.

A Survey of the Bakery Industry in . Canada (I.T.& C; Agricultu—‘

“ral Products D1V1slon), 1970 ‘

A Survey of the B1scu1t Industry in Canada (source as above)

To be publlshed in June 1977

Descrlptlon of 1ndustry structure.»..‘

‘The Alberta Food Process1ng Industry, 1975
‘ Acres CODSultlng Group 4

As above for Alberta;

“An Inouiry into the Production"ahd Marketing of Vegetables in’

-Alberta (Alberta Agrlcultural Products Marketlng Councll)

"A report publlshed in 1973 Whlch 1dent1f1ed the structure,

problems and potentlal of the 1ndustry
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- The B.C. Food Industry (B.C. Food Council)

. Description of structure.

- The COnfectionary Industry in B.C.,-1971

. — New Brunswick Office of -the Economic‘Advisor.

Various studies onlsectors of the N.B. food industry with emphasis

on structural analysis but with some‘prodnctivity comparisons.

Research into Food Consumption, Expenditure and Buying Behaviour .

Once again,«with'the exception of‘the.Statistics Canada~surveys
on food expendlture and food consumptlon, relatlvely 11ttle 1nformat10n:
or research materlal 1s avallable on these fundamental areas

- Statisties Canada, 1969 Family Food Expenditure Survey and 1974
: Famlly Food Expendlture Survey (to be publlshed shortly)

Some research reports ‘are avallable Whlch have used the above -
Statistics Canada 1nformatlon as a research base, - and most have a
strong econometric emphasis:

“~ A Preliminary Paper on Family Food Expenditure in Canada - an

Analysis of the 1974 Survey (F P R.B. Reference Paper No. 7,
February, 1976 . o

'~ The Consumption of Bread and Fluid Milk in Ganada (F.P.R.B. July 1975).

—~Consumer Demand for Major Food. Commodltles 1n Canada (Z A. Hassan
and S. R. Johnson, C.D.A. 1975)
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- ood Consumptlon Patterns in Canada (Z A. Hassan and W F. Lu-
C.D.A. 1974) '

- Consumer Demand for Meat in Canada (Tryfoe-and Trynhondpbuios;i
. American 'J. of A.E. Volume 55, 1973) o ,

—-Trends in Per Capita Food Expendlture in Canada (Shute and
Yankowsky c. D ALY

- —_Handbook of Food Expendltures Prices and Consumptlon 1975
‘ (Z ‘A. Hassan and D. Champagne; C.D. A ) -

‘Typically, the above research haS'investigated the influence of
family:eize,fincome level etc. on food expenditurefpatterne,‘and

elasticities have been derived for a wide range of food commodities.

'Research work rhar has‘concentrated 6n’eqnsume1 buying behaviour
(tnat is, Which prdducts:bonght, where; how frednently etc?) is not
readily availaﬁle, althongh such surneyS'are‘carried out on a custom
and syndlcated bas1s by a nnmber of market research flrms spec1allzlng in

consumer products,_ Studles that are avallable 1nclude--

- Charelaine ConSumer\Feod:Surveys' (Maelean—Hunter‘ReSeareh Bureau)

._The M.H.R.B. carry out consumer surveys acrpss Canada with a panel
of 1,500 heusewives and‘rhe‘resnlts are periodieally presenﬁed in‘ann‘
abbreviated'form dniChatelaine~Magazine.».The fn;l results are anailable
from M.H.R.B, at a price (for example, Non-Alcoholic Eenerage stndyf

completed in November 1975)5 -

- Food Markets in Canada, 1967’1(Reader‘s Digest Research Department)

Gives brand usage data.
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~ 1967 Canadian Consumer Survey (Canadlan Dally Newspaper
Publishers Association) ~

Across Canada survey of.Consumer purchasing behaviour for grocery
prodncts and other items. Results split byibrand, and type of outlet
where brand pnrchased.

- Flelschmann s Consumer Panel Report on Consumer Purchases of
Bakery Products in Canada, 1972

. Purchasing.behaviour5by type of nroduct, outlet, family size,

regional location, etc.

- Why They Shop at Thelr Supermarket (Marketlng Food and Grocery
- . Industry Report, December 1973

o Article on shopping behaviour in the trade magazine"Marketing;'

Researchers in government, unlversltles and commer01al flrms allke

" must look w1th envy at the detalled 1nformatlon that is avallable on food

consumptlon and expendlture behav1our for SpelelC food types that is .
avallable on an annual basis 1n, for example the U.K. government publlc—
ation, ‘Household Food Consumptlon and Expend;ture; In Csnada, detalled»

information on food consumption behaviourﬁis just not availsnle. I ‘ |

Research into Industry Condnct and Performance

' Research into tﬁe'areas of food industry conduct and economic .

- performance can be divided into two categories, governmental_(both

federal and provincial) an ail-other;j
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Covernment>InitiatediResearen

‘Government initiated research‘into the‘eonduct and~econonie}perforn-'
ance of thetfood nroeessing,ﬂdistribntingrand:retailing”seetor“eanobe
usefnlly_sdb;divided;intovtno:suofcategories: }researchVemanating;fron_
estaoiished tederatdand/or orovincialdgonernnent.departments;:and researeh
enanating fromVrelatiyely short—tern comnissions_and/or‘Boards'of inqndry.
In_nore_reeent‘yearsivit:is fadr to.say“that the.latter‘sonree has produced

the‘buik of‘the research material on the Canadianpfood system;

' (a) - Commissions and Boards of Inquiry

A(i) The Food Prices ReviendBoard
In the tnree &ears that the F;P;R;B.‘nas in existenee,‘it\reieased
. — A L o , o
over'fifty pUblications that addressed‘pertinentlissues in;theACanadian
food.system.‘:Major‘areas of innestdgationﬁineluded: studiesdof food
company profitabilitf; e#tensive\researenAon nriee spreads (that is,’gross'
margins) for a.wide‘range_of~conmodities;-a'stuinon eonvenienee~stores;‘
the -impact .of advertisdng'eosts.on food‘prices;fretail.food prieedcompari—

sons; analySes of food prlces in Northern Canada and Newfoundland ~an

‘ 1nvest1gat1on of labour costs, in food processlng, a number of pollcy

orientated studles and quarterly reports that gave an overv1ew of the
food prlce s1tuat1on and focussed ‘on such issues as energy costs and

productivity‘in the food sYstem.

Whilst the F. P. R.B. ‘reports may be cr1t1c1zed for taklng a’ snap—shot"

approach to problems 1n the food 1ndustry and for not comprehen51vely
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addressing the isSﬁeS of,food1indusfry;efficiency,xthéy do represeht

virtuéllyvthe'sole-source>df_éolid analytical material on the food -

systeﬁ‘during.thefperibd 1973 :to 1975, a.period~when.food prices andiv ’_

“input cbsts were ékpériencingvstrong inflationary pressures. '

a\One major‘c0n§ffain£’£0 preparing':eseargh-d0cuﬁentatibn oﬁvfoéd‘
COmmodity sectors during.the term ofjépéfation of the F.P;R;B..was,thé>
podrjquality.anﬁ léck of aQailability oleasicfiﬁférmatibn'on the.fbbd;."
systéﬁ. A réview’gf'the published fepbrté cdhtinUallyrfeveéié the‘

'old war-horse' of a source 'Food Prices Review Board Estimate'. Time

and time again researchers were obliged to consult 'industry contacts' to .

gain basic information. ' This is a Sadhreflection on the availability of l

fundamental information on the Canadian food system. Unfortunately, much '

of the_informationﬁfﬁﬁt.wéé:géthered frém indﬁéfry souicesAwgs done so
on a confidential basis and céuld only- be ppﬁiishéd in aﬁiaggregate>f0rm.
As a‘result; such iﬁféfﬁafioq;has bgehwiost:té'present:and‘fﬁtﬁré re-
searchers..' |

(ii) A'Pféiiminéry faﬁér on tHe Levels,;Céuseé and Effects ;f Economiﬁ
Concénﬁ;atiénAin thé Canadian‘Retail Food_Tradef‘;A Study of Supermarket\

Power,
This'paper was released by the F;P.R;B; in February 1976 as
Referenpe:Paper No. 6 and was popularly termed 'The Mallén Report';

Whilst not the definitive research paper on issues in Canadian food
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retailing, it is perhaps deserving of a separate sub-section because it
-did address many of the issues and concerns surrounding the prevailing
discussion on supermarketvpower, if not actually providing comprehensive

analytical back-up to support the conelusionsdrawn.

‘Mallen concludedlthat there were higheleveis of concentration in A>
the retail food trade and these levels were grow1ng rapidly. ‘Batriets.
to shopping centre sites and economies of 1ocal advertlsing were basic
determinants of such concentration. He identlfied ten policy options p

and combinatlons thereof', but he considered that only two did not

have serious disadvantages.

1. Disallow further expansion’by ma;ket leaders in higﬁef con~
centrated markets.

\‘ 2. Eliminate shopping centre discrimination.

Subsequent to the release of the aBove'report, Hawkins et al
have published a'critique‘of the study with fecomnendations.for‘future '

research emphasis.

(111) Report of the Royal Commission on'Consumer Problems and Inflation

(Regina 1968)‘

The Royal Commission'waS'initiated‘to‘investigate consumer problems
and inflation with pafticular referenee-to'thefBrairiegProvinees., A

supporting study Was‘pfepared.by D. C. Dooley entitledafRetail‘Oligopoly;
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An Empirical,Study of §tructure, Qonduct ananerfOrmance ofithe-Crocery,
Trade on the_Prairies.f- The“eencluslon of this latter study'indicatedil

that encessive:retail eencentration csntribnted'ts'the relatively high
retai1<food prices‘dn-the Prairies. However, in a subseqnent'annnale

report rrom-the Direetor’of Investigatlon and Research, Consumer

Investigation Act, the research conclusions_Were refuted on the basis of

unsound data and questionable initial study assumptions.

(iv) <Cdmmission‘ofilnquiry into the Marketing of“Beefland‘Veal‘

(published April 1976).

»The-eemmission was established to investigate the marketing df
beef and veal.ln Canada ‘at a‘time when beef producers were*experieneing
very low -or even negative net returns,for their eutputa ‘The marketing
system for beef wasvdescrihed and its effectlﬁeness assessed.' Profit;
ab111ty at the packlng—house; d1str1but1néAand retalllng level were

1nvest1gated and prlce spreads ‘were analyzed. The three_Commlssloners

particularly emphaslzed three major recommendatlons.

- they reJected the principle of regulated ‘domestic productlon for -
beef and veal but empha51zed the need for substantlal changes ‘in the
marketing system to_protect the position of;the livestock produderr

agalnst inequities.

- retailers shduld be required to. label the grade of beef on the

packaged beef”cuts sold at their retaillconnter and clearly state that
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grade of beef in any form of advertisinguused;

- the central processing of beef cuts .should take'place at the,poiht>_

, of slaughter and"éariy-action'éhould’be taken by governments to reverse

the current trend to growth in central processing by fétailers.

Overall, thé“finall;eﬁért andfbackgrouﬁd ;eseatéﬁ dogumentéfion_
p;qvide éqund inféfmation énLtﬁe strucfﬁ;é,léondgct and.econbmigﬁpér#~ L
forméﬁcé‘of the beef industry: Héwevér,‘éncé:éggin, much of the‘liﬁ;
étgtisticai‘informépionAﬁés gathered_dh.é‘qopfidehtial'Basis_aﬁd isi

unavailaﬁle‘for use by future reseérchéxs;; —
Other'Commiséion‘andvInquir§'étudies.inclﬁdé:
(v) Manitoba Beef_Inqﬁixy,(l975

‘"(vi) ‘New Brunswick Royal Commission on the Milk Industry 1971:"

‘Established Covernment Departments .

' i)i'Statistics'Céﬁadépl‘
”Occasionalipublication are available on productivity tfeﬁds in
specific indﬁstrieé, inc1ﬁdihgfisolated pubiigatién on the brewing

indu‘s‘trjr and the_silgér indﬁst‘ry.‘ An anﬁual p'ublicati:dri- "Aggregate

Prdductivity.Measuresf,_Whilst>covering all«indugtries, does provide

some comparisons with U.S. data.
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"mii)“_Consumer and Corporate Affairs

. In 1971, the»Competition‘Branch of the Federal Department of

. Consumer and Corporate Affairs publishedf'Concentration\in-the'

‘Manufacturing Industries of Canada.' The Study describes concen- .

' tration measures and provides a provincial split of concentration

in,segments of theifood-industry.

Annual reports of the Director of Investigation and Research,

Combines Investigation Act, for selected years, prOVide some'

_information on the levels of concentration in Canadian industries,

- including the food and’ beverage industry

Competition‘Branchbare currently undertaking-a study of the

“impact of certain market variables (forvexample, advertising levels,

degree of concentration, geographic location) on the profitability

of food processing firms The time period being studied is 1965 to

-1972. The‘analytical framework is Similar’to that undertaken\by‘the_~

U S. “federal Trade CommiSSion on. their study of U.S. food company

profitability. A first draft of the study should be available by
“June 1977 (A less detailed study, 'Marketing of Food from Farm—
Gate to the Dinner Table was prepared in mid—1974 by Competition-

:Branch and should ‘be available from this source).

The Resources,Branch,jCombines‘Investigation‘Act, currently

are initiating research into the conduct and performance of the

1
i
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poultry market, with particular emphasis onfthe impact of supply‘

management marketing boards.

'iii)' Industry, Trade and Commerce

A rare study on 1ndustry conduct by thlS department was publlshed
in 1975 entltled 'Prelmmmnary Survey of Capltal Investment Intentlons
and Outlays for 1973: Selected Analytlcal Tables by Industry , and’

1ncludes some statlstlcs on the food and beverage 1ndustry.
iv) Agriculture Canada

Currently, this_departuent has one research economist investiga-

‘ting economic performance: in the food industry:” A recent publication

is available from Agriculture Canada - 'Shbrt&Term Production Functions
and Economic Measures of Capacity for U;K.:and’Canadian Manufaqturing

Industries’ (T. Hazledine 1976).

v) Economic Council of Canada

In- 1969 the Counc1l publlshed an 'Interlm Report on’ Competltlon
Policy . Statlstlcs on concentratlon in the_food,lndustry andzother

1ndustr1es were presented.

vi) Ontario Ministry of Consumer and Commercial Relations -

This Ministrydpubiished 'A Study of Prqfitability for 16 Canadian .
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Food Companiés?; in’April 1974Q The‘study éonéluded that there was no
evidence to suggest food cbﬁpany profiteering during 1973. A tentative
:25’ . recommendation was made that food companies should review 'fixed mark—up' i

policies.

Other Research

‘There are very few‘pgblished'(or, indeed, unpublished) anélytical‘

studies of conduct and éﬁoﬁémié performance in the Canadian food process-—’
ing, distributing and rEtailihg'sectors that have emanated from non~

government sources.

Hawkins M. (see,.for_example, 'Aggfegating Competitive Behaviour
in the Food‘Iﬁ&ustfy' 1968)'épd Devipe_G; (see, for example, ‘Aﬁ:Eﬁbiriéal
Sﬁudy of Méﬁropolitaﬁ“Market Conducﬁ in ded:ﬁetAiling')_aréAtwo’reséaréhgr§7
with an inte:ést in»éqgnomic‘anélysis of the food indﬁstr&{représentimg |
Wesférn Caﬁadian écé&émic intefésts.*'Whiist_fiéeft D.-(see,‘fof>example,‘

'Longtitudinal Analysis of‘a.éupermarkef Price War; a Neﬁ~Look at»fhe

Price - Quality Rélationship') and Mallen B. (see, for exémple,,'Effi—
ciency and Size in Canadian Supermarkets')lare two .of the very few
Eastern Canadian academics"researching economic aspects of this'industry.

Two furthér studies that are of‘somé»interQSt in>the area are: .

p— A", »

- fFactors Coﬁtributing‘to the  Cost of Food in British Célumbia,'
(1975). A preliminary .study prepared for the’B.C. Foqd‘AdVisory Council “_A‘

which identifies the major cost factors contributing to the final retail

. | k | | .
.
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price of manr"fontitems produced aﬁd/br processed in B.C.

- and;'Concentfation'and—Compeﬁition‘invontariofs Fluid Milk

Industfy'_(1965).\f'
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U.S. STUDIES RELATED TO THE PROCESSING, DISTRIBUTION AND RETATLING

SECTORS OF THE FOOD ‘INDUSTRY

In recent yea;é;:major-U.S. reséérch on food pféééésing;‘»
distribﬁtion and‘rgtailing hasﬁbeen'of four forms, all Federal

Government initiated. . The four catégbries are: first, Federal Govern-

ment Cbmmissions,-nbtébly the National Commission on Food Marketing and

the National Commission on Productivity; secondly, studies by‘the"

Federél;Trade'CommisSiqn;hthirdly, a'numbér of‘hearings and stﬁdies

of Select Committeeé:éf the United Sfatés_Senate; and, finally, ongoing ..

studies by the Economic Research Service of the United States Department‘

ofngriculturé.

GOVERNMENT COMMISSIONS

The National CommisSiqn on Food Harketing was éstablished'by

'Public Law-88—354'enaéted by the U.S;.Congress on recommendation from

President Lyndon B. Johnson to study and appraise the structure and A

‘performance of the U.S. food iﬁdustryg

’}» The d;ﬁies Sf fhé Commission'WEre as_félibws:
) 15"Tﬁvstudy‘éﬁd'aépfaise the récéﬁ£~changés in the various
segments‘pf tﬁe food‘indqstry5 |
E 2)v To study and:éppraisé thélghéngéé in the m;rketiﬁg




structure of the food industry likely to materialize if present ﬁrends,
continue.\
3) To study and appraise théfkihd'qf food industry that would

assure efficiency in production, assembly, processing and distribution,

provide appropriate services to consumers, .and yet maintain acceptable

éompetitive_alternativeé 6f»prbcureméht and sale in all segments of the
industfy froﬁ producer to_cpnsﬁmer;“

'45 To study and gppraiée the éhangés’in StatutES'oh’pubiiC'
policy, thé.organigation~6f farming and 6f food assembiy,vproce$Sing and

distributibn,'ahd'theihterrelationships betheen segments of the food

industry which would be apﬁrbpriateipo achieve a desired ‘distribution of

power as well as desired levels of efficlency;
5) . To. study and'appraise the;effeétivenéss of the services,

including the dissemination of market news and regulatory activities of

the Federal'quernment in terms df'preéent_and‘p?obablé‘developments

- in the industry; and

6) Tb study ahd‘appraise the_éffeét of imported food on U.s.

producers, processors and consumers.

i_ The Commlssion published ten_technicéi'studies;l) as follows:

No.. 1 Organization and Competitién in the Livéstock and

Meét.Induétry.

1

- These publications are avéilable from the Superintendent of Doch4
ments, U.S. Government Printing Office, Washington, D.C. 20402.

{
D
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Nb.A2‘10rgéhizarioﬁ and Comperirion in the Pou1try and Egg
Indusrries.i' : L ' | IR o o
No. 3-’0rgapization and Comﬁetition in‘rﬁé Dairy‘Iﬁdustry.
:‘ﬁo. 4 Organizétion and Compéritidﬁ in thé‘Fruir and Vegetabie
Indusrry. | |
o N6. 3 iOrgapization and Comﬁetition:rnftbe Milling'and’Béking
Indhétries. L | |
:  Nof:6 Studies in Orgénizatibn‘énd:Cbmpetition in Grocery
Manﬁfacturing; | |
Nq. 7; 0rgéni2étion aﬁd‘éompetitiop in Food Retailing.
No. 8 The Struéture of Food Man;facturing.
, No;‘9 -Cost Componenfs\of Farm—Rétaii ?riée Spreadsvfor Fpods;
No. 16, Speciai Studies in Food.Markeripg |
| — Prirére label préducrs,ih‘food retailiﬁg;_
— Retail foqa pricéé in 19w and higher'inéqmé areas;

- Notes on economic regulation.

‘The Commission did,ndt,study the hotel, restaurant and institu-
tional food market, the fishing industry, nor such topics as advertising =
and transportation rates in the food industry.

The final report of the Commission, titled Food from Farmer to
Conshmer,'was published in June 1966.

In response to a Presidential directive that it "gives prompt
consideration to ways in which imprqvéd productivity could be stimulated
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in the food~sector” and "deveiop waYs'byHthch'measures to increasef*
product1v1ty growth in the food sector could be 1mp1emented” hthe»
Nat10nal Commlss1on on Product1v1ty formed a food 1ndustry task force,
composed offmanagement «farm, 1abour, government and unlver51ty off1c1als
w1th exten31ve knowledge about one or a number of 1ndustry segments.‘ The
task force focussed on the: follow1ng aspects for each of the magor"“\
sectors of the food. 1ndustry |

i)'.The key factors respons1b1e for product1V1ty growth'

"‘2) _The controllable,factors_whlch canh;nfluence productlvrtp;
3>n:specific opportunttiesvfor;prodnctiGity:improVements;~and_
45 Alternative:nethods of achievingrsuch productiVitp.improve-

ments.

TheVareas holding.the'greatest'opportnnitiés‘for»sobstantiveh.
product1v1tp 1mprovement were' |
| ‘l)t The reductlon or e11m1nat10n of 1mped1ments to product1V1ty
due to federal state and -local government regulatlons,;
'f‘2)> The 1mprovement of rall transport of food to equal the best ,\'
serv1ce of the past twenty years;

3) The 1dent1f1cation and 1mplementat10n‘of agr1cultural
productlon operatlon changes wh1ch have the greatest potent1a1 for
improv;ng_prodoctrv1ty;n‘ o ‘

~4). The clarification:0£ anti—trost.regnlations'to.alternategthe \

climate of uncertainty that -inhibits certain productivity improvements -

in;the food industry; and '
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- 5) “The initiation of dmproved industry4wide comprehensive
projects-in research and.development‘and-market'development, perhaps

with government assistance. .

THE FEDERAL TRADE COMMISSlONl‘_

-The Federal Trade‘Commission, established_under,the‘Federal Trade
Commission'Act of 1924f periodically publishes’reports on particular :
asPects of the United States food 1ndustry, usually in- the area of

market structure and market behav1our Reports relevant to food prOCe881ng,

_ distribution and retailing wh1ch have-been publlshed recently include:

1 ‘Econonicllnouirp into Food Msrketing: Concentration and .
Integration in Retailing,.l§60.u
‘2 - Economic Report on the Structure ‘and. Competltlve BehaV1our of
Food‘Retalllng, Staff Report of the Federal Trade Commlsslon, l966
| 3. Economlc Report on the Baklng‘lndustry, 1967.
4.> Economlc Report on’ the Influence of Market Structure on the
Profit Performancetof Food‘Manufacturing Companles, l969

5. Economlc Report on the Da1ry Industry, Staff Report to the

. Federal Trade Comm1s51on l973

- 6. Economlc Report on Food Cha1n Prof1ts, Staff Report to the(

Federal Trade Commlsslon, July, l975

7. Economlc Report on Pr1ce and Prof1t Trends in Four Food
Manufacturing Industries, Staff Report to the Federal Trade Commlssion,_‘

July, 1975. (The industries covered’are meat packing, £luid nilk‘processf
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ing,‘bread~baking and bécr'bréning).

~ In additionm, thenFedcral Trads Commission publishes"a~Qnarterly

Finarcial Report for Manufacturing Corporations.

SENATE. AND CONGRESSIONAL HEARINGS

,‘1h 1960,.thedCcngressicnal:Select Csmnittee on Small aniness
established a special‘subcomﬁittee_to hold hearings on;énall Business>
Probléms in_Fdod'Distributicn:l)’.Similarly,_the estaﬁlishmenticf thc'
National Commissicn on Food Marketing on Julyf3, 1964,rwasrprecedcd'by
a series of senatc:hearings} ‘Probably the nost‘anbitions 1égdslative

study in the U.S. in recent years is that carried out By the Senate

Select Committee on Nutrition and Human Needs; under the chairpersonship °

of Senator‘George McGoVérn 2) This Commlttee was pr1mardly concerned

with the structure, economlc organlzatlon, pr1c1ng and profltablllty in-
thebeef,lndustry and the»baklng_and<m1111ng-1ndustry and, 1nApart1cular,
the reliability cr avaiiabic.industry,data; Some consideratdon?nas also

given to apples, potatoes, fresh milk and butter.

1 Reported in: Hearlngs, Small Buslness Problems in Food Distribution,
"U.S. Congress, House Subcommittee No. 5 of the Select Committee on
. Small Buslness, 86th. Congress, 1st Session 1960, Pursuant to H.

}Res. 51.

2y
‘on Nutrition and Human Needs, United States Senate, January 1976 U.s.
Government Pr1nt1ng Offlce Washlngton. _

‘See: Food Industry Studies, Prepared by the Staff of the Select Committee




-39 -

UNITED STATES DEPARTMENT OF AGRICULTURE STUDIES

In l9f2,»theAEeonomieAResearcﬁ Seruice of tﬁevﬁnitedyétates
Depertment’of Agriculture published a etudy'ﬁﬂrket Struetureiof~the_
Food:Industries'puhichedescribed and aesessed.the siguificanee'of the
mejor-structural chauges‘iupthe U;Sfrfood marketing'ipdustries‘during

1)

the previous two decades.A This:studY“eovered the proceSsing, whole-
saling. and retalllng functlons,pas well as the away-from—home eating’
sector. The particular 1ndustr1es 1ncluded were 11vestock and meat;
dairy products, poultry and - eggs, food gralns, fru1ts and vegetables,‘
fats and olls and sugar'and other sweeteners. The analysis looked at

the number and type of establishments, the size of plants, plantploca-’

tions, the type'of_organization and industry concentration. .

" The same.braneh of U.S.D.A. aieo pubireues current rerm—retail
priee spreade;a market basket of domestievfaru—originated foods*
for 46 major,food;proaucts in Marketing,and;Transport'Situation; é
Aquarterly report. The major purpose of these statistics’ 1s‘to ueasure
changes 1n farmrretall pr1ce spreads (or grose marglns) recerved by
.‘marketlng firms for assembllng, proce351ng, transporting and dlstrlbutlng

a ba31c,quant1ty of food.‘ Thesepquarterly data_are supplemented by the

L United States Department of Agrlculture, Market Structure of the
Tood Industries, Economic Research Service, Marketing Research Report ‘ _
- Number 971 Washlngton, D.C. September, 1972 - B » L |
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spread data l) L L o ‘ S

1) See, for example Unlted States Department of Agriculture, Farm—

: Mlscellaneous Publlcatlon Number 741 Washlngton, D.C., January
',1972 . . :

periodic publication of longer-term eomprehensive farm-retail price

Retail Price Spreads for Food Products, Economic Research Service,
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VI} Cos . ISSUES AND CONCERNS RELATING TO- THE -
’ - PROCESSING, DISTRIBUTING AND RETAILING SECTOR OF. THE"
CANADIAN FOOD.SYSTEM AS IDENTIFIED BY .
TRADE,- GOVERNMENT. AND ACADEMIC PERSONNEL
A focal point for coﬁcern, shared by personnel from'the food trade,-
government and academia, was.manifested as a general criticism of both

the quality and aﬁailability7of relevant\statistioal material on the

processing, distributing and retailing sector of the Canadian food indus-

try. Specific criticisms have been delineated in an earlier section in

relation to Statistics Canada data, thistsource,of5statistical information. .

being virtuaily the sole data series.available. ;However,,personnel across
all groups identified the'H;R.I. trade as being a:real'growth seetor'whfcb

had particularly poor statistical coverage. .

Issues ‘and Concerns Expressed by the Trade

Representativesof the food process1ng sector were most vocrferous

in ekpressrng industry concerns. They were concerned about the absolute

and relative low ievel of profftablllty‘ln_the food processlng 1ndustry.
They perceivedSthis had arisen becausef ofiiuereased competition from
low—prrced 1mported food products (partlcularly processed fru1ts and
vegetables), the negatlve 1mpact of the A I.B. restralnt programme, 1n
recent years, the 1nternatlonal ecouomlc enV1ronment (the argument was’

posed-that,~in a booming,commodity market situatlon, it was more d1ff1cult

to pass costs onto the consumer); and as a result of the increased bargain- .
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ing power of the chain stores, that 1s, large—scale retailer merchan—
dlSlng policy enconrages rationalization of the number of brands of
product sold at the retail c0unter, thus, small—scale processors are
squeezed out of the market.' In addition, some representatives of the
trsdeuaeknowledged that nroductivity wss‘lower in Canada Vis—s-vislthe-
U.S: as a result‘of inefficieneies inntne Canadian food distribution
system (itne product is'handledtoo nanf tines'), and genérally higher“'
costsdof opersting a business in Canadé»(reflecting higher lsbour costs .
and more government:regulstion). The onteome of this low profit
situation nas.that the eapital stock'of>the food processing industry was

being'rundown.

Food processor"representatiVes were concerned about the lack of

trust that existed between the foodzprocessing and food retailing sectors.

Inevitably,,discuss10ns with personnel from this sector would-focus On
theiniquitiesof volume disc0unt1ng practices, listing allowances, new
product 1ntroduct10n offers, co—operative advertising ‘and promotional

incentive sahemes.

Issues ‘and Concerns Expressed by Academia

‘Academics surveyed focussed on two areas of concern, both of which.v‘"

resultedffrom a lack of basic industry information: firstly, research
studies on industry conduct and performance were hampered because’ of

insufficient data on horizontal and/or vertical integrationlin‘the food
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industry; secondly, the,dearth-of‘information on cost structures.
Vw1th1n the food: 1ndustry constralned research into economic eff1c1ency/

1neff1c1ency w1th1n and between 1ndustr1es and 1ndustr1al segments.

Issues and Concerﬁs’EXpressed by Government

The‘distinct lack of valid statrstical;and analjtical material
on the food induStryiwas most keenly'felt by:representatives.of the
_Department of Industry, Trade and Commerce. Their concern'was‘that as
a result of the absence of any signlflcant informational or analytlcal
base, they were‘c0n51stently adversely placed to refute subJectlve
vcommentary cf the 'blg-business is rlpplng—off the consumer/agricultural

producer ' type.

:Final Comment

After surneying trade;-governnent and academic‘personnelfacross
’Canada who osten51bly or, at least, purportedly have ‘an analytlcal
7_1nterest in the food 1ndustry, the general 1mpression that was left was

_that like information.sOurces on the food industry, personnel with a
- broad grasp of the major 1SSueS and - concerns w1thin the 1ndustry were
'nery few:and very_far between. It 1s perhaps unk1nd to suggest that
inertia is the’watchwcrd'of many ind1V1duals researching on,worklng in
or‘werking withgthe'food industry, but it is a word that comes readily

-to mind.
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APPENDIX T

DEFINITIONS OF THE FOOD PROCESSING AND BLVERAGE INDUSTRY

CLASSIFICATIONS

S.I.C} (1970) lOll - Slaugh erihg’and.Meat Processors. -

S.I.

s.1.C. .

: .S’o‘iocﬁo

Establishments primarily engaged in

'abatt01r operations and/or meat pack-
.ing operations. ‘Important products of .

'__this industry are fresh, chilled or

C. (1970) 1012

frozen meats; cured meats, (smoked,
pickled or dry salted) fresh or specilalty

- sausages; canned meat preparations;

animal oils and fats; tank house products
such as bone meal, blood meal, ﬁeatherc

‘meal and dry rendered tankage.

Poultry. Processors - 1ncludes the estab—
lishments. prlmarlly engaged in killing,

'-fteviscerating, packing or~canning poultry.

(1970) 102

(1970) 103

Fish Products Industry - Establlshments
primarily engaged in cannlng, fllletlng,
freezing, curlng or otherwise processing
fish, molluscs, or crustaceans. Estab-.
llshments primarily engaged in the pro-

~ duction of fish meal or oil or marlne

animal oil, or in the harvesting and -

~drying of marine vegetable products are
‘also 1ncluded : :

Fruit and Vegetable Processing Industries = ' .

Establishments primarily engaged in pro- .

- cessing fruits and vegetables. Important

. products of this 1ndustry are: canned,

frozen, or ‘otherwise preserved fruits and -
vegetables, vegetable and fruit juilces,

- _soups, pickles, jams, jellies, marmalades,

cider, sauces and v1negars.

In 1970 for the first tlme this 1ndustry
was split into: 1031l Fruit and Vegetable
Canners and Preservers and 1032 Frozen
Frult and Vegetable Processors.*
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' S.I.C. (1970) 104 - Darry Products Division - Establlshments
' : : prlmarlly engaged in processrng raw milk
. and cream. Important products of this
“ Industry are pasteurized packaged fluid-
‘milk and cream; cheese -~ natural, process,
paste, spreads and curds; milk or cream =~ .
condensed, evaporated or powdered; creamery
butter, butter oil and whey butter; ice

cream, ice cream mix and ice cream
‘novelties; frozen deserts such as
~ sherbets - and ices. Establishments
- that pasteurize and package milk are
" included in this industry whether
or not they sell the milk at retail.
" Establishments primarily engaged in
purchasing packaged milk for resale
- to consumers are classified in Indus-
- try No. 631 - Food Stores. Estab-
lishments prlmarlly engaged’ 1n buylng
- milk for resale to processors are
classified in industry No. 614V—
:Wholesalers of Food. o

S.I.C., (1970) 105 - Flour and Breakfast Cereal Products
. e “Industry - Establishments primarily

engaged in milling wheat and otheér
cereal grains into flour and meal:
in blendlng flour, or in processing
cereal grains into uncooked or cooked
preparations for human consumption.
By- products of these activities 1nc1ude
graln screening and grain offal which-
in some cases are further processed -
1nto crushed products for 11vestock feed

§.I.C. (1970) 106 = Feed Industry - Establlshments pri- -
: 4 o - marily’ engaged in producing balanced -
feeds and premixes or feed concentrates
for poultry, hogs, cattle, -fur bearlng _
~animals,- dogs and cats. The feeds con-.
- tain ground or rolled grains, mill feeds,
--animal-and vegetable proteins, minerals,.
essentlal vitamins and antibiotics. Local
mixing -and custom grinding of gralns are
lncluded ln this industry. '

-~ 8.I.C. (1970) 1071 - Biscuit Manufacturers - EstabliShments

: R A ‘which manufacture, as their prlnc1pal

‘ \ o o A products, biscuits, crackers, pretzels
. o ‘ and similar  "dry" bakery products 1nclud1ngj

~ice cream cones.
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. (1970) lO72'—’Baker1es - EStabllshments primafily engaged'

1

‘in manufacturing bread, cakes, pastries
and similar “perlshable" bakery products.
Hotels, restaurants and public institu-
tions which bake for their own require-’

.ments are classified in the 1970 Stand-
. ard Industrial Classification-as serv1ce
"establlshments and as such are not included

.in this publlcatlon. Chain and depart-
ment stores operating their own bakeries.
and merchandlslng the products thereof

~ within their’ respective establishments

are not included.

Some types of establlshments primarily

engaged in making a single product,

such as doughnuts from a purchased mix,

- and selling.for'conSumption on or off
the same premises are deemed to be a
restaurant and are not included.

When the chain and department stores.

' maintain separate accounts for thelr_
baklng operatlons, the manufacturlng

is included. »

Confectlonary Manufacturers - Estab-
lishments: primarily engaged in manu-
facturing candies, chocolates, and L
cocoa products, chewing gum and other .-
confectlonary such as salted nuts and
,popcorn. _

Cane and Beet Sugar Processors - Estab-
lishments primarily engaged in manu-
facturing cane sugar, beet sugar,  invert
sugar, sucrose syrup, molasses and beet -
“pulp. o R S I

Vegetable 011 Mills - Establishments pri-
marily engaged in the manufacturing of -
‘vegetable oils and their by-products, such
as linseed oil, soybean, and rapeseed

’ ollcake and 01lseed meal

Mlscellaneous_Food Processorsl- is com-

. prised of establishments which are pri-
marily engaged in the manufacturing of -

~ baking powder, flavouring extracts and
'spaghettl, starch, and its products,.
jelly powders, yeast, prepared cocoanut, -
powdered eggs, frozen eggs, peanut butter,
potato chips, -roasting coffee, blending
tea, grinding and packing spices,; also
other food spec1a1t1es not elsewhere.
spec1f1ed. :
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S.I.C.

s.I.C.

(1970) 1091 -

(1970) 1092 -
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Soft Drlnk Manufacturers - Establlshments

" primarily engaged in manufacturing non-

‘alcoholic beverages and carbonated mineral:
waters or concentrates and syrups for the B

manufacture of carbonated ‘beverages. =

Distilleries: - Establlshments prlmarlly

. engaged. in the manufacture of potable.
;splrlts such as whisky, brandy,‘rum and

gin; also the establishments engaged 1n

manufacturing ethyl alcohol whether.
or not the alcohdbl is ultimately

‘used to make. potable spirits. Estab-

lishments engaged in manufacturing’
alcohols such as methyl, butyl, .or

- isopropyl are classified to 1ndustry

No. 378 =~ Manufacturers of Industrlal

' Chemlcals.;

'(1970)¢1093’—t

~ including ale, porter, stout and other__

(1970) 1094 -

Brewerles - Establlshments prlmarlly
engaged ‘in the manufacture of beer

malt llquors are; cla951f1ed to thlS

. 1ndustry

Wlnerleé —,Establlshménfs primarily

‘engaged in producing wines- and c1der

~with alcohollc content.
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APPENDIX IT

" NATIONAL

‘‘Atlantic

'FOOD AND BEVERAGE ASSOCIATIONS

Association of Canadian Biscult Manufacturers

':Association-of Canadian Distillers

Queen Crab Association

Bakery COuﬁcillof Canada |

Brewers Association of Canada

Canadian

- ‘Canadian

Canadian

Canadian

' 'CAnadian
-Canadian
<lC§nédian
»Canadian
‘ﬂCanadian

‘Canadian

Canadian

. Canadian

Canadian

‘Canadian

Canadian

Dairy and Food Indﬁst#y Suppliers Association

Food BfokérslAsSociétion |
Foodvfrdcessors‘Assé¢iation

Frozen Food Industf;eé Aéééciation x
Grécery'Disfribut0r5'?Instiﬁute '
Hdhéthoﬁﬂciii | .
Institﬁté éf Food Science:apd’Technolégy ,
Nationailmillers’Association» |
Pa$£§fMahufa§turefs_AsSociation 
Ppﬁitry~And-Egg'Pr§ceséors‘Council
Sdfﬁszinkassociétion'

Spice ASsoé;ation |

Suéar Insﬁitutefi

Vegétabie Piotein As;ociaﬁicn

Wine Institute



Confeéctionery Manufacturers Association of Canada

Fisheries Council of Canada

FlaVbuf‘Manuﬁactﬁ:erS'Assdciation of Canada.
Gfocery\Products.Manhfactﬁrers of«Canada
Instltute of Edlble Oll Foods
Master-Brewers' Assocxatlon of Western Canada

Meat Packers Counc;l of Canada_

'North Atlantlc Seafood Assocxatlon
._?Pet Food Manufacturers Assoc;atlon of Canada

Tea and cOffea Assocgat;on of Canada-

Tea Counc1l of Canada

The Natlonal»Dalry’Counciifof Canada.

-NOTE{ This llst excludes assoc1atlons whose major activity“d

' d‘lS not related to the food proce551ng and beverage~

- u;ndustry._



