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chapter eleven

GOVERNMENT, AGRIBUSINESS', AND FARMER
ORGANIZATIONS

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

To the Task Force it appears that improvements in How policy is for-
mulated and implemented (the rationale and the machine ry) are if anything
more important in the long run than improvements in TVhat policies are
adopted . So far as the Task Force is concerned the lon g term contributions it
makes will a rise f rom the advice it gives concerning the process of makingPolicies and the organizational structure for implementing them. The wheat

' Thro ughout this report we have used the term "agribusiness" to refer to those firmswhich provide farm supplies and certain direct se rv ices to farmers as well as those firmswhich market farm-produced commodities. This use of the term "agribusiness" is the com-
mon one in Canada but it ditTcrs from the original definition formulated by P rofessor JohnDavis of Harvard who included commercial farm firms as well as farm supply andmarketing firms,
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crisis will pass away and new and unforeseen c rises will take its place ; the
continuing questions relate to the process and machine ry for coping with
them; if the process and machinery are satisfactory, the decisions themselves
are likely to be satisfacto ry .

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

A. THE AGRICULTURAL SYSTE M

In this section we turn to a b rief discussion of agriculture as an organized
system. The circular flow diagram of Figure 1 illustrates the interdependence
of the various component groups in the ag ricultural system whereby each
component is directly dependent upon the group behind it for inputs and
upon the group ahead of it for markets . Farms, marketing firms, consumers
and indust ry (including farm supply firms) are each an essential pa rt of thecircular fl ow. As Figure 1 indicates, gove rnments have an important role in
affecting the relationships between any two groups as well as the actions and
performance of any group .

In the industry are 400,000 farms, 500,000 farm workers and close to
2,000,000 farm people . Farmers sell about $4 .4 billion of farm commodities
per year. Providing supplies and services to farmers are thousands of firms :
in 1968 farmers bought about $425 million of farm machinery2, $212 million
of fertilizers, $54 million of pesticides, $568 million of feed (through
commercial channels), and spent $245 million on new construction . They
spent other millions on electricity, telephones, gasoline, banking services and
so forth . Total farm operating expenses were estimated at $2,681 million in
that year, excluding depreciation on buildings and machinery. All these
purchases represent a substantial amount of demand for Canadian labour
and investment in the non-farm sectors of the economy . These purchases
represent essential demand for the farm supply firms. Buying and ,selling
however, is not a one-way street in which one party is doing the other a
favour . Farmers presumably needed or at least found it advantageous to buy,
$425 million of farm machinery etc . Without it, and the fertilizers, pesticides
and so forth, farm production costs would have been higher.

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

Marketing firms involved in assembling, transporting, storing, processing,
wholesaling and retailing farm products constitute another major sector of
agricultural industry . Table 1 gives an indication of the magnitude of this
sector of agriculture ; firms processing farm products only into basic foods
and feed had sales of $4 .8 billion in 1966 and paid $665 million in salaries

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

About 21 million Canadian consumers spent $ 8.5 billion on food and
another $2 .5 billion on tobacco and alcoholic beverages in 1968 .

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

The Canada Depa rtment of Ag riculture now employs more than 12,000
people full-time, of whom more than 2,000 are professional scientists . The
Department operates more than 200 separate establishments, including
27 experimental farms, 13 research stations and 8 research institutes . In
addition, the Rural Development Branch in the Department of Forest ry and
Rural Development spends $6 million on central ARDA research and
about $33 million on part icipating projects with provinces.
It administers as well the Fund for Rural Economic Development (FRED)
which amounts to several hundreds of millions . Other important federal
agencies that are part of the agricultural community include the Canadian
Wheat Board, the Farm Credit Corporation, the Canadian Dai ry Commission,
the Canadian Livcstock Fced Board, the Board of Grain Commissioners,
and the Veterans' Land Act Administration, to list only the most
important . . .
The agricultural community includes as well ten ' provincial departments
of agriculture with a combined budget in excess of S200 million annually
and employing an estimated 30,000 persons . Six provinces maintain university
establishments in agriculture, while all provinces have secondary and post-
secondary vocational agricultural colleges, schools or institutes'

B. GOVERN INIENT

The Role of Government in the Organizational Structure of .4griculture

One of the most basic questions in Canadian agriculture relates to the
cxtcnt, nature and cffectivcncss of government involvement . It is obvious that
action-pcrhaps drastic and far-rcaching-must be taken by many individu-
als and organizations to help define the problems of agriculture and formulate
and implement the policies and programs ncccssary to bring about imp rovc-
ment. Few exercises are as pointless as tccommcndins objectives, policies and
programs without agreement as to who has responsibility and authority to
implement . The Fedcral and provincial governments have become deeply
involvcd-many argue primarily responsible-for the overall well-being of

,agriculture . Government power over agriculture includes the right to decide
and/or influence objectives and policy, legislate and implement programs and

through the distribution of tax revenue, allocate funds to agriculture and from
one province to another.

Such extensive political power is offset by checks and balances that tend
not only to guard against its abuse but also sometimes to obstruct its pur-
poses . Nevertheless, no organization exercising this kind of power can absolve
itself of responsibility for results .

• Papcr prtpartd by Profasor It . Wha.lrrt of Altxnorial University.
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TABLE 1

Statistics Relating to Certain Manufactu ring Indust ri es, Canada, 1966

Total
Value of Total Value Total Salaries

Shipments Added Employees and Wages

$'000 S'oo0 $'000

Slaughtering and Meat Processors . . . . ... . 1,632,830 305,249 30,289 163,539
Poult ry Processors. . . ..... . . . . ... . . . . . . . . . . . . . . . . . . . . . 227,776 41,301 6,699 22,238
Dai ry Facto ries.. . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . 1,070,972 286,790 31,845 147,202
Process Cheese Manufacturers. . . .. . . . . . .. . . 85,467 36,996 . 1,710 11,181
Fruit and Vegetable Canners and

Preservers . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 470,298 200,311 20,558 81,739
Feed Manufacturers . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . 468,850 113,844 8,869 40,310
Flour Mills .... . . ... . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . .. . . . . . . . 263,689 59,339 4,350 22,300
IIrcakfast Ccrcal Manufacturers. . . . . . . . 48,503 30,954 1,361 7,550
Biscuit Manufacturcrs . . . . . . . . . . . . . . . . .. . . . . . . . . . . 109,051 58,055 6,636 27,857
I3ake ries . . . . . . . . . .. . . . . . . . . ... . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . 463 , 442 247 , 541 34 , 092 141,41 9

Sub-Total Foods . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,840,878 1,380,380 146,409 665,335
Distilleries.... ..... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . 263,188 186,275 5,398 33,957
IIrc%%vrics . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 321,314 232,880 9,391 64,495
Wineries . . . . . . . . ... . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25,059 14,029 755 4,425

Sub-Total Bcvcrascs. . . . . . . . . . . . . . . . .. . . . . . . 609,561 433,184 15 , 544 102,877
LeafTobacco Processing. . . . . . . . . . . . . . . . . . . . . . . . 128,225 19,779 1,494 5,379
Tobacco Products Manufacturers.. .... . . . . 301,591 151,243 8,683 47,750

Sub-Total Tobacco Products . ..... . . . . 429,816 171,022 10,177 53,129

SouacE : Patterson R .A . "A Surv ey of Seltcted Segments of Canadian Agribusiness" Material
compiled from Di3S data.

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

What ideally should be the roles of government in agriculture?
W llat is the nature and extent of the involvement of Federal and Provin-
cial govcrnmcnts in ag riculture?
What cri tc ri a should be used to evaluate the performance of sovern-
mcnts in agriculture?
How t%-cll have governments pcrformed their roles in agriculture?
Who ultimately is responsible for diagnosing the problems of agriculture
and taking the action to solve them ?
Wllat kind of overall structure and relationship for the key groups in
agriculture would be best?
How should fiovc rnmcnts, farmcrs, farm organizations and agribusiness
fit into this ideal organization ?

Until these issues have been resea rched, communicated and debated, at least
to the point of a workablc consensus, Canadian agriculture will probably
continue in its prescnt state. No one will be able cffectivcly to assign

responsibility for the problems relating to unsatisfacto ry income performance
on any individual and/or organization, nor will any one have a mandate to
brins about necdcd improvement .
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Current Issues
Study of research reports, press comments and statements by farmers andfarm leaders make it clear that there are many issues being raised in regard to

government participation in agriculture . We present a number of quotationsto highlight four main issues and to show the diversity of opinion on these .
1 . Extent and Nature of Government Involvement

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

Miere is nothing much wrong with agriculture that wouldn't be improvedif the government moved out .
Ile opposing point of view was stated by a turkey growcr.

Let's face it, the only way out of this mess is for the government to takecomplete control . Tbcy have to say what to produce, how much to plant,when and how it will be sold and what the price will be. Otherwise youhave farmers fighting each other.
Effectiveness of government involvemen t
Consideration of the issue of the cffcctivcncss of government involvement

leads to questioning whether the government is doing the right things . For
example, one well known authority on agriculture has written about poverty
as follows:

Ile rural poverty problem has been around a long time and it remainsa hard-core, unsolved problem in the 1960's . . . There have been policiesand there have been programs for combating rural poverty . But it is a sad
story of incffcctivc policies and programs ; it is a record of too little, too late.
(Cochrane, Willard W., The City Alan's Guide to the Farin Problern, P. 194) .

An allegation of lack of cffccfivcncss in government policy related to
rcscarch was :

For some years now, attention has been drawn to the lack of co-ordination
bctw6cn research in the fleld of physical and biological sciences and in thesocio-cconomic flcld. Very often, research is not at all oriented toward the
solution of problems of competition that face the country of a given region .
It even seems that too many resources arc used on certain projects whicharc not economically viable, either on a short-term, middlc-tcrm or long-term basis . (M. Dancau and Y. Dubc, Federal Provincial Relations inAgriculture in Canada, Ch. V. A study for the Task Force. )

Efliciency of governnicni involvenien t
Many farmers arc sceptical that good dollar value is derived from govcm-

mcnt agricultural cxpcnditurr-s . One provincial official statcd that there could
be considerable waste and graft in his province's production subsidy program .

There have bccn few known and publicizcd in-depth reviews of existing
programs and thcir results . Programs like PFAA, PFRA, NIMRA ctc. have
bccn in existence for years ; they may have good results or bad rcsults or
(more likely) both but the point is that adequate rcvic%%-s of these good or
bad results have ncvcr bccn made and publicizcd .
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It is, of course, impossible to poll all the stakeholders in agriculture to find
out what all the issues are and what the concensus is on each . Comments
such as those above are, however, frequently repeated . In spite of the fact
that it is impossible to judge whether they are truly representative or not
they represent the attitudes and conclusions of many farmers, government
officials and responsible observers of government agricultural policy . As such,
they deserve consideration . If they are wrong the reasons why should be
spelled out publicly; if they are not wrong the underlying problems should be
diagnosed and corrected .

2. Lack of Integrated Objectives

For many years governments have been following a haphazard approach to
agricultural problems. The general policy has been to attack individual
problems as they appear . I ,dany programs end up conflicting with each
other . Worse yet, they often conflict with the ultimate objective of increasing
farm incomes. (Repo rt of the Special Committee on Farm Income in
Ontario, p. 27).
The basic conflict in Canadian agricultural policy has been an implicit
cheap food policy and an explicit small farm maintenance policy. The
developmental policies of research, extension, subsidized credit, settlement
expansion and resource development, actually contribute to and constitute
the so-called `implicit' cheap food policy.
The provisions of various acts favoring small farms, such as the Homestead
provisions, Agricultural Stabilization Act provisions, P.F .A.A. provisions,
credit ceilings and cash grants, arc evidence of the existence of an explicit
small farm maintenance policy.
Not only have the two policies been pursued simultaneously in Canada but
arc in direct conflict with each other. This is the heart of the basic conflict
in agricultural policy, a cheap food policy together with a small farm
maintenance policy . (Philip J . Thair, Goals for Agricultural Policy, a study
undertaken for the Task Force) .
As for the programs connected with the development of resources, irrigation
and drainage programs, community programs relating to pasturcland, con-
se rvation programs, these have double objectives : (1) to increase the
efficiency and yield of the farming sector by an intelligent use of soil and
water; (2) to protect, if not increase, the national he ri tage in these areas .
None will doubt the validity of these objectives . But there can be no doubt
that they may conflict with the objectives of other agricultural programs .

For example, certain farm programs aim at increasing both prices and the

earnings of farmers . How are these objectives consistent with those aimed
at increasing production, at developing resources? (M . Dancau and Y. Dube,
Federal Provincial and Interp rovincial Relations in Agriculture in Canada,
Ch. 8.) op. cit .

3 . Expediency in Dccision Making
Canadian farm policy since 1930 . . . has been largely one of providing
expedient measures to meet crises of depression, drought, war inflation and

surpluses . . . There is little evidence that Canada has had any overall
national policy based on clear thinking and economic and sociological

research facts. (Lorne liurd, Policy Research is A grieulturc's Greatest Need,
Agricultural Institute Revicw, Jan .-Fcb. 1960) .
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4. The Issue of Independence

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

As a result of the poli tical reali ty that Canadian voters are divided 92%
non-farmer and 8% farmer and as the government increases its influence in
ag riculture it must give p rima ry atten tion to the views of the urban popula-
tion'. This political reality applies, of course, to all mino ri ty groups .

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

Government Involvement in Agriculture

While it is practically impossible to describe accurately the total gove rn-
ment involvement in agriculture ranging over the Federal, provincial and local
levels and from formal, direct, open and legal control to informal, indirect and

subtle influences, a short summary of the more obvious aspccts has been
stated by Garland and Hudson s :

The traditional structure of agriculture, consisting of a large number of
independent, small-scale, family-opcratcd farm units, plagued by variable
yields and variable prices and under pressure to make continual adjustments
to keep pace with technological and economic dcvclopmcnt , has invited a
much greater degree of governmental involvement than is the case with
other industries .
Und settlement programs providing for grants and sales of land to
prospective scttlcrs du ring the fi rs t 60 years following Confederation were
the first form of government involvement in agriculture in Canada. During
those early years of settlement government assistance to increase the pr'oduc-
tion of crops and livestock was provided through grants to agricultural
societies whose aim was to improve production and marketing cfficicncy .'
The Health of Animals Act of 1879 involved the federal government in the
control and prcvcntion of livestock diseases . The establishment of the
federal experimental farms system in 1886 was the beginning of the cxpcri-
mcntal and scicntitic research work w hich has played such a large pa rt in
the development of the agriculture industry in Canada. It was during the

'The 9: :8 ratio gi res an erroneous impression. Rural-urban representation in the Iiousc
of Commons is of the order of one-third vtriu.r two-thirds. In a free vote on an itsue
inrolring a dcar conflict between farm and urban Interests almost all of the mcmbcn from
the Prairie provinces and large numbers from other provinces would vote rural . (David
L. 11iacFatlane) .

• Gartand, S. W. and Hudson. S . C.., Gortrnnunt Inrohtmtrit in A c riculturt, v s tudy
for the Task Force, pp . 314-319 .

OW. M . Drummond, ct a1. A ftty-ttw oJ Ar riculrural Pottry In Ca nada . The Agricultural
Economia Research Council of Ca nada. June 1966.
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last decade of the 19th century,' when financial assistance was provided for
the establishment and operation of dairy plants and equipment that the
federal government introduced its first real program to improve the quality
of farm products .
The expansion of agriculture on the Prairies in the early 1900's brought
grain marketing problems, with resultant pressure from producers to improve
marketing facilities and the subsequent involvement of both the federal and
provincial governments in marketing . The Manitoba Government operated
country elevators in 1909 and 1910, and in 1913 the federal government
undertook the operation of terminal elevator facilities .
IMe 1920"s saw an expansion of the research work begun with the establish-
mcnt of the experimental farm system . Inspection bLnd grading which had
previously been largely confined to products for export were extended to
many agricultural products sold for domestic use .
The depression of the 1930"s with the accompanying drought in the Prairie
Provinces gave rise to various forms of relief assistance and thus involved
governments in income maintenance payments as well as in conservation
and rehabilitation programs . The Canadian Wheat Board, the Prairie Farm
Rehabilitation Administration and the Prairie Farm Assistance Administra-
tion which were established by the federal government during that period
arc still operative .
Price controls and programs to stimulate production as part of the overall
war cffort were introduced in the early 1940's by the federal government . Cash
payments were made, to farmers to supplement their incomes in lieu of
price increases and to encourage shifts in production from one product to
another and quality premiums were introduced to obtain the type of product
required. Public funds were also used to subsidize the purchase of a wide
range of agricultural production inputs including feed, seed, fertilizer,
limestone and machinery .
During the early post-war years, price controls were relaxed and eventually
eliminated . Subsidies were reduced and most were eventually discontinued .
However, agricultural limestone subsidies, freight assistance on feed grain
shipped to eastern Canada and British Columbia and hog quality premiums
arc war-timc programs that became a permanent part of the post-war
agricultural assistance program . Legislation passed in 1944 to provide for
the support of prices of agricultural products during the transition from war
to peace was given continuing status in 1950 . Tbc Farm Improvement Loans
Act of 1944 provided a federal government guarantee for short and intcr-
mediate term loans to farmers. Financial assistance was provided for veterans
of the armed forces for land settlement, under terms of the Veterans' Land
Act . Provincial governments assisted by making new lands available for
settlement, often with special provisions for financing clearing and breaking.
The rapidly changing technology in agriculture brought increased require-
mcnts for capital to finance farm operations in the 1950's . To assist in
meeting this demand the federal government and almost all provincial
governments introduced new farm credit programs . During this decade the
provincial govcrnmcnts intensified their extension activities with increased
cmphasis on conservation. quality improvement, eradication of disease,
increased production and farm management .
Thc Agricultural Prices Support Act of the federal government was replaced
by the Agricultural Stabilization Act in 1958, making price support manda-
tory for nine key commodities . The Crop Insurance Act, Farm Machinery

Il Ibid, p. 21 .
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Syndicates Credit Act, Agricultural and Rural Development Act and the
Canadian Dairy Commission Act have been enacted by the federal govern-
ment during the past decade as part of the effort to improve the economic
welfare of the agriculture industry.
An indication of the extent and rate of growth of government involvement
in agriculture can be obtained from a comparison of federal and provincial
government expenditures on agriculture during the three years 1964-65 to
1966-67 with government expenditures on agriculture during the 1930's .
Total government expenditures on agriculture amounted to $442 million in
1966-67, $387 million in 1965-66 and $323 million in 1964-65 compared
with $22 million in 1933-34, $62 million in 1937-38 and $66 million in
1943-44 .

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

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

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

Another way of viewing this situation is to see government as a collector
and allocator of revenues and resources. Although it is not necessary for us to
evaluate the rationale of the collection mcthod-this was presumably covered
by the Ca rter Commission-we should assess the effectivencss and efüciency
of the government as an allocator of resources (a) from the rest of the
economy to ag riculture and (b) among competing projects in agriculture .
Some of the other chapters in this Report indicate that a considerable number
of programs are of dubious value . Many programs are apparently being
carried on without the tough minded, systematic procedures desirable for
evaluation of total costs, benefits and retu rn on investment . There does not
seem to be enough pressure to canccl p rograms that ha ve either served their
purposc or proven unsatisfactory. Iacking tight criteria and practical routines
for evaluation, programs tend to be carried on from year to year .

Perhaps the most difficult aspect of 8ove rnment involvement in ag riculture
is that it has become so extensive and complex that it is impossible t o
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TABLE 2
Distribution of Govcmment Expenditures on Agriculture by Major Category, Selected Years, 1933-34 to 1966-671

Production and Price and Income Education, Researc hMarketing Support Extension Administration Wartime
Year Amount Per ccnt Amount Pcr cent Amount Per cent Amount Per cent Amount Per cent Total Amoun t

(thousand (thousand (thousand (thousand (thousand (thousanddollars) dollars) dollars) dollars) dollars) dollars )
1933-34 . . . . . . . . 13,040 60 .3 3,414 15 .8 4,140 19.1 1,039 4 .8 21,633
1937-38 . . . . . . . . . . . . . . . . . . . . . . . . . . 20,631 33 .3 33,814 54 .5 6,482 10.4 1,115 1 .8 62,042
1943-441 . ~ . . . . . . . . . . . . . . . . 24,788 15 .9 34.358 22 .0 5,630 3 .6 1,487 1 .0 89,813 57.5 156,076
1943-442 . . . . . . . . . . . . . . . . . . . . . . . . . 24,788 37 .4 34,358 51 .9 5,630 8.5 1,487 2 .2 66,263
1964-65 . . . . . . . . . . . . . . . . . . . . _'_ . . . . 130,713 40 .4 116,069 35 .9 67,831 21 .0 8,720 2.7 323,362
1965-66 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 136,613 35 .3 162,178 41 .8 76,237 19.7 12,314 3 .2 387,342
1966-67 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 156,339 35 .4 180,329 40 .8 89,190 20 .2 16,197 3 .6 442,054

lIncluding wartime expenditure .
2Excluding wartime expenditure.
SouRc-E : Expenditure data for 1933-34, 1937-38 and 1943-44 from Agriculture, Reference Book for Dominion-Provincial Conference on Reconstruction, 1945,

Tables I and 5. pp. 82 and 84 .
Reprinted from Garland, S. W. and Hudson, S . C Government Involvement In Agriculture, a study for the Task Force .



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

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

The Political Bargaining Arena of Canadian Agriculture

In order to understand the role of government, it is necessary to begin with
an ove rview of the organizational system which constitutes "Canadian
Ag riculture" .

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

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

-agribusiness divided into sub-groups relate primarily to commodities
and functions .

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

-consumers whos'è desires are made known through independent con-
sumcr associa tions and the Federal Government Department of Con-
sumer and Corporate Affairs .

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

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

The cons ti tutional division of ju risdic tions in ag riculture sets up a joint
assignment of authority with prio ri ty to Federal legislation . The pertinent
legisla tion, section 95 of the B .N.A. Act, describes the rela tionship as
follows :

In each Province the Lcgislaturc may make laws in rclations to Agriculture in
the Province . . . and it is hcrcby dcclarcd that the Parliamcnt of Canada
may . . . make laws in rclation to agriculture in all or any of the
Provinces . . . and any law of the Lcgislaturc of a Province rclativc to
Agriculture . . . shall have cffcct in and for the Province as long and as far
only as it is not repugnant to any Act of the Parliament of Canada.

Despite the apparent cla rity of this text, many legal issues have arisen,
especially in regard to the scope and nature of activities that constitute
"agriculture", and what constitutes legisla tion that is "repugnant" to a Fedcr-
al Act. As agricultural affairs have worked out in practice a complex mix of
joint Provincial-Fedcral responsibili tics has evolved . It is important to note
that all eleven governments co-opcrate with cordiality and a real degree of
success in attempting to work out mutually acceptable policies and solutions .
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Philosophy-the Role of Governmen t

There never has been and there never will be full agreement about the
proper role of government in relation to an economy or a sector of an
economy. Obviously a g reat deal depends upon the poli ticâl philosophy of the
people, the social structure, the dist ribution of wealth, the capacity and
honesty of the civil service and even seemingly non-political events like
droughts and inventions. In a count ry like Canada, governments provide
certain se rv ices exclusively (post office), control pa rt ly public, partly p rivate
enterp rises (airline franchises), support some p rices (butter) leave other
enterprises almost completely free (beef) and operate monetary , fiscal and
commercial policies . In a pluralistic8 society, it is natural that the role of
government will be conceived quite differently by different groups and in
regard to different sectors . Yet some generaliza tion is necessary if the ques-
tion of the role of gove rnment is to be seen in perspective and general
guidelines developed for action .

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

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

The most impo rtant controversy in regard to gove rnment involvement-the
basic issue between the approaches of communist and weste rn countries-
relates p rima ri ly to the ideal model to be sought in the organization of a
political-economic-social system . The western assumption is that a demo-

cra tic poli tical system ensuring the highest practical degree of individual
freedom is of p rima ry impo rtance and that government economic planning
must be conditioned by this supreme p rinciple. The guiding principle in
communist countries, opposing this western concept, holds that rationaliza-
tion of the socio-economic system is of primary importance and that the form
of gove rnment should be the one that is best suited to implement the ideal
(socialized) economic system . Although there are many other basic econom-
ic, social, cultural and technological differences between communist and

' A pluralistic society is one in which there are many groups and organizations serving
many different purposes . A typical Canadian belongs to many bodics-political, social, reli-
gious, financial-all competing for his support and sometimes in conflict with one another.
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TAnLE 3
Five Stages of Government Involvement in Farming
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TABLE 4

Major Characteristics of Farming Systems in the Five Stages of Government Involvement
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western count ries, this fundamental difference in ideological commitment is
the most impo rtant and is re flected in the extent and nature of economic
planning and control by government.

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

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

The problems of this approach arc also obvious . It is not feasible . To reach
this system farmers would have to go through the wringer in adjusting to afree market. This would almost ce rtainly invite crisis and disaster. It is out oftune with the realities of govcrnment-business-union interactions circa 1970 .

Stages Four and Five, at the other extreme, also stand out in black and
white. Their major attraction is for those who favour a planned, socialistic,
utopian, 1984 approach to solving the problems of society including ag ricul-
ture . Whatever its mc ri ts in other sectors, it is clear that socialism has not
worked well in agriculture . Complete planning and control assume a kind of
human nature and motivation which have been generally rejected in North
Ame rica . Moreover, it is clearly out of tune with the environmental systems
in which Canadian agriculture exists .

An advantage of Stages Two and Three is that they so closely resemble the
status quo in Canadian agriculturc that they do not imply dras tic change in
the system . In spite of the many problems imrolved , they have been proven to
work after a fashion . However, their main disadvantages are that they are not
working satisfacto rily and them are fcw responsible observers of Canadianagriculture who advocate continuance of the status quo.

Thus not only does the Task Force opt for a stance of medium government
involvement (Stage Two plus a small amount of Three) but it also opts for
vastly improved performance in these stages. ways in which performance
may be improved appear in most chapters of this Report and particularly in
the last section of this chapter. In summary then, the general role of govern-
ment should be to produce a favourable economic climate for farmers andagribusiness but not to attempt to "manage" or "direct" agriculture. Many
basic decisions must still be made by hundreds of ag ribusiness firms and by
thousands of indi vidual farmers and their families but governments must do abetter job of ensuring a higher degree of knowledge and possible co-ordina-
tion among agribusiness, farmers and government. We discuss this subject
in the last scction of this chapter.

Operational Functions of Gnvcrnunctrts
Thcrc appear to be four main operational functions for go ve rnments

whether they arc dealing with such tangible things as wheat marketing or
such intangibles as education and welfare .
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1 . Forecasting problems and opportunities
The first question to be raised in evaluating a government organization is :

How well do the staff size up the situation and forecast problems and
opportunities in the near, medium and long-term future? All planning of
policies and programs should be related to present realities and future prob-lems and opportunities. If government organizations cannot forecast future
problems and opportunities, their planning activities are bound to be late,
wasteful and relatively ineffective .
2. Planning policies and prograins

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

NVc expect govcrnmcnt organizations to offcr c1carly dcflned, practicalsolutions .
3 . Implementation of policies and prograni s

The third major criterion for appraisal is : How well do they implement the
policies and programs planned to solve future problems and take advantage
of future opportunities? Without ability to put solutions into action through
the appropriate legislative and administrative process and channels, govcm-
mcnt department is powerless to solve the grass roots problems that created
the need for government involvement in the first place . Moreover, without
cffcctive implementation even a well planned, logical program will fail .
4. Program and budget review and evaluation

Ile fourth important measure of any government or department is its
ability to appraise and improve its operation . This implies that budgets and
results should be carefully measured in terms of performance indicators that
can be related to stated purposes . Programs with unsatisfactory payoffs
should be improved or cut . Programs that have served their purposes shouldbe tcrminated.

The Task Forcc places particular emphasis on these four operational
functions of govcmmcnt. It should be clear however, that they apply not just
to government but to all decision making bodies . Farmcrs should judge their
elected representatives and employees by these criteria ; shareholders in
agriculture should do the same.

Requirements for the Performance of the Four Functions of Government
Forccasting problerns and opportunities involves among other things aresearch organization to anticipate problems rather than just to describe them

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

Planning and implementation have sometimes been dissipated among vari-
ous levels of government and departments of the same government . Take
wheat for example : We now have three ministers of the Federal Government
involved-Agriculture with its research staff, credit, Board of Grain Commis-
sioners, etc . ; Industry Trade and Commerce with its trade counsellors over-
seas and its substantial Grain Division ; and now a Minister responsible for
the Canadian Wheat Board . One province conducts small barter deals ; sever-
al provinces support programs of land clearing and one miUion acres of
improved land is addcd to prairie farmland each year .

No other commodity seems to have been quite so subject to a proliferation
of conflicting jurisdictions and policies as wheat but milk probably runs it a
close second . It is perhaps no accident that the two most serious problem
commodities are these . Table 2 above indicates the size and categories of
govcmn,.cnt direct expenditures on agriculture . Not included, of course, are
expenditures on programs such as general education, welfare, transportation
subsidies and so forth in which farm people may participate along with
others. Table 5 shows that Fcdcral Govcmmcnt expenditures have been
about 70 percent of total government expenditures on agriculture, with the
provinces supplying the remaining 30 per cent.

In many ways both Federal and provincial departments of agriculture
deserve credit for thcir co-opcrative approach to problems for which both
levels of gpvcmmcnt could have responsibility and authority . Provincial
dcpartmcnts can be expected to have narrower and more limited objcctivcS
than the Canada Department of Agriculture, and without considerable co-
operation and consultation, there could easily be open conflict of objective s

TADEX 5
Fcdcral and Provincial Go,%vmmcnts Nct Expcnditurcs in Agricultur e

Ycar Federal Provincial Total
S 50 S % S 710

1960-61 .. . . . . . . . . . . . . . . . .. . . . . . . . .. .. 269 78 77 22 364 100
1961-62.. . . . . . . . . . . . . ... . . . . . . . . ... .. 295 79 77 21 371 100
1962-63__ . . . . . . . . .. . . . . . . . . . . . . . . 240 77 72 23 212 100
1963-64.. . . . . . . . . . . . . .. . .. . . . .. . . . .. 295 78 81 22 376 100
1964-65. . ..... . . . . . ... . . . . . ... . . . .. 237 71 too 29 337 100
1965-66.. . . . .. . . . . . . . . ... . . . . . . . . . . .. 266 68 127 32 393 too

Sovitc1r : Financial stattlari of Government of CanaJi . D .D .S . No. 69-211 and t7nancial
Statittici of Provincial Gortrnments, D .D.S . No. 68-207 .
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and programs among provinces and between Federal and provincial govern-
ments. In our chapters on Credit and on Crop Insurance we have emphasized
ways in which further co-ordination may be brought about .

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

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

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

C. AGRIBUSINESS

Although the main reason for the appointment of the Task Force was to
study, analyze and recommend solutions prima rily for the farm problems of
agriculture, it became obvious that any useful study of agriculture must
describe, analyze and treat the problems of farming as part of an overall
system that processes a flow of resources from farm inputs to the final

consumer. Although the several reasons for this are fairly obvious it is
appropriate to review them bricfly:

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

2 . The important segments of the total agricultural system are mutually

dependent . The chain is only as strong as its weakest link and if one
segment of agriculture is incflicicnt, unprofitable or unjust, all other
parts of the total system arc affected .

3 . When one impo rtant scgnicnt such as farming in a system such as
agriculture experiences severe problems and faces the necessity to
change, there is always a tendency to blame other parts of the system
or to hope that problems can be solved by forcing other segments to
compensate . Some farmers blame others for their problems and
assume that other segments of the total agricultural system are more
profitable than is actually the case. Sometimes farmers and farm

organization leaders make the statement that industries providing
farm supplies and transporting, processing and marketing outputs arc
"making money at the expense of the farmer" . In addition, such
statements often imply that the input and output segments related to
farming are doing well in spite of inctlicicncy bccausc of protectio n
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TABLE 6 AGRICULTURAL FLOW CHART - 1961
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from competition .'Farmers* also frequently take the posifion - that -theconsumer unjustly receives the benefit of a government-sponsored"cheap food" policy . These charges are worthy of analysis andresearch .
The Task Force commissioned one study on Canadian agribusiness . One ofthe results of that study is contained in Appendix A to this chapter. Itconsists of an input-output table relating to 1961 and shows the dollar flowinto and out of various subsectors, of agriculture (agribusi

,
ness and farming),from other sectors and to other sectors . The importance of agriculture inproviding basic materials and in maintaining the demand for output of other

sectors becomes apparent from this Appendix .
A Flow Chart of Agriculture, 1961

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

Efficiency and Profitability
It is not easy to assess the levels of cfficiency or profitability of firms andindustries. The concept of efliciency is fairly straightforward ; if one firm canobtain greater output from the same inputs than another, it is more efficient .

However, when one compares firms and industries using dissimilar inputs and
resources and selling quite different products, it is necessary to introduceprices and values . These may be affected by the degree of competition, thelevel of tariffs, aggressiveness of labour unions, government programs of
manpower training, transportation, taxes etc ., degree of integration, the ageof the industry or firm and so on . Thus it is difficult to find a fully satisfactorymeasuring rod-for cfficiency .

One measure of cfficicncy or productivity is the value added per man hour .While this is an adequate measure of performance in manufacturing over a
period of time for any one industry, it does not tell us if full advantage is
being taken of opportunities for increased cfficicncy and profits in the form ofnew investmcnt .

On the basis of value added per man hour as a measure of manufacturing
cfficicncy, the opcrating cfficicncy of agribusiness industries can be rated asgood and improving ." The managcrs in the industries are, on the whole,
intelligcnt, capable, hard working men . They are doing the best they can with
what they have in the system as it exists . However, increases in efficiencymight be achieved with new invcstmcnt in plant and equipment and rationalplanning. Due to lack of intcgration the scgmcnts of the system arc limited in
planning inputs and outputs.

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

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

The measurement of profitability also has its pitfalls when one is attempting
to compare firms and industries . The most satisfacto ry measure is rate of
retu rn on invested capital but va riations in accounting practices among firms,
the possibility of maintaining "inte rnal rese rves" and so on make it difficult to
be precise about relative profitabilities .

Table 7 presents data which indicate rates of return in Taxa tion Year 1964
for a number of Canadian industries . Columns 1 and 2 are obviously more
satisfacto ry measures of profitability than Column 3 but the latter is perhaps
a better indication of the degree to which pa rt icular industries account for the
marke ting margin between o riginal producers and final consumers . In Table
7, the rows which present totals (e.g. Row 12, Total Manufacturing) refer to
all industries in that catego ry , not just those given in the table. The date of
Table 7 should be read in conjunc tion with the extensive footnotes appea ring
in the same Commercial Letter .

Table 7 shows a somewhat better rate of retu rn on investment for agribusi-
ness firms than did a study done for the Task Force10 . The latter showed
below-average rates of retu rn for many ag ribusiness industries ." .

Obviously, a profitable indust ry of firm can attract more capital or retain
more ea rn ings for investment in new plant and equipment and for expansion
than can an unprofitable one. If reasonably attractive profits arc not foreseen,
new investment will not be attracted to an indust ry . Indust ry retu rns must be
evaluated against alte rnative forms of in vestment . In 1969 an investor can get
bcfore-tax yields of eight or nine per cent on gove rnment bonds with little
risk, and ten to 15 per cent on mortgages and a good stock portfolio . In the
light of opportunities for retu rns such as these, an industry after-tax return of
less than ten per cent can be said to be unattrac tive.

'• Patterson, R. A ., op. cit.
u In the United States, Moore and Walsh (Market Structu re of the Agricultural

Industries. Iowa State Press 1966) drew on separate studies of 14 agricultural industries
to car ry out a cross-sectional analysis of market conditions in them. Using a seven point
scale ranging from ve ry inadequate to optimum they rated each of the industries on the
following aspects of performance : (1) effi ciency of the organization of the industry in
terms of scale of plant, utilization of plant, procurement and distribution ; (2) promotion
expenses ; (3) product quality ; (4) improrement of product and technique ; (5) output
consistent with the optimum allocation of resources ; and (6) profi ts at levels w hich reward
investment, efGcicncy and innovation at necessary but not excessive rates. Based on their
evaluation of the foregoing factors, their ratin g of net market performance for most of
the agricultural industries varicd around "inadcquate" . Only one of the 14, apple processing .
was rated as high as "adequate". The separate case studies were carried out and published
by separate authors in the late 1950's and early 1960's . The 14 indust ries covered are
groce ry retailing, meat . broiler chickens, fluid milk, ice cream, vegctable processing, apple
processin g, baking, soyabean procesling, grain procurement, mixed feed, cotton, farm machi-
ne ry and fertilizer. Many of the studie s are from PhD theses or books.
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TABLE 7

Corporate Ratios From Selected Canadian Industries Taxation Year 1964

Indust ry

After-Tax % Return
Profit as on Total
% of Net Invested % Profit
Worth Capital on Sales

MANUFACTURINO
1 . Slaughtering and Meat Packing .. . . ... . . . . . . . . . ... . . . . . . . .. 8.1 $.1 . 9
2. Dai ry Products . . . . . . . .... . . . . . . . .... . . . . . . . . ... . . . . . . . . . . ... . . . . . . . . . . 9.5 9.2 2.0
3 . Fruit and Vegetable Canners and Preserv es . . . . . ... 7.7 7.2 3.4
4 . Grain Mill Products . . . . . . . . . . ... . . . . . . . . . ... . . . . . . . . . . .. . . . . . . . . . .. 8.5 8.5 1.5
5. Bakery Products . .. . . ... . . . . . . . ... . . . . . . . . . . .. . . . . . . . . . . . ... . . . . . . . . .. 7.6 7.0 2.6
6. Distilleries and Wineries. . . . . . . . . . . . . . . . ... . . . . . . . . . . .. . . . . . . . . . 21 .8 20.9 12.6
7. B rewe ries. . . . . . . .. . . . . . ...... . . . . . . . . ... . . . . . . . . . .... . . . . . . . . . ... . . . . . . . . . . 10.1 9.4 6.8
8 . All Clothing and Apparel . . . . . . . . . . . . . . ... . . . . . . . . . ... . . . . . . . . . 10.7 10.6 2.4
9. Agricultural Implements . . . . . . . . . . . . . . . . .. . . . . . . . . . . .. . . . . . . . . .. 6.0 5.7 3. 2

10. Motor Vehicles.. . . . . . . ... . . . . . . . . .... . . . . . . . . . ... . . . . . . . . . . ... . . . . . . . . 13 .4 13.3 3.7
11 . Fertilizers and Industrial Chemicals. ...... . . . .. . . . . . . . . .. 9.7 9.1 5. 8

12. Total Rtanujacturing... . . . .... . . . . . . . . ... . . . . . . . . . ... .. . . . . . . . . . ... . 8 .5 7 .9 3.8

TRANSPORTATION AND DLSTRIIIUTION
13 . Railways....... . . . . . . ...... . . . . . . ..... . . . . . . . ..... . . . . . . . . . . . . . . . . . . . . . . . . . . 3 .4 3.4 7.8
14. Truck Transport . . .. . . . . . . . .... . . . . . . . . ... . . . . . . . . . .. . .. . . . . ... . . . . . . . 14.2 13.2 3.7
15 . Pipelines . .... . . . . . . . . ... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ... . . . . . . . 16.7 9.2 21 .5
16. Grain Elevators... . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . 7 .1 7 .2 12 .1
17. Radio and Television Broadcasting . . . . . . . . . . . . . .. . . . . . . . 24.3 20.1 11 .1
18 . Electric Power. . . ... . . . . . . . . ... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. .. . . . .. 6.6 5.6 11 .1
19 . Gas Distri bution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ... . . . . . . . . ... . . . . . . . .. 4.6 4.9 4. 7

20 . Total Transportation and Distribution. . . .... . . . . . . . . . .. . . 6 .5 5.7 8.3

Wttot.MALE TRAD E
21 . Livestock and Grain... . . . . . ... . . . . . . . . . ... . . . . . . . . . .. . . . . . . . . . . .. .. 7.8 7.7 1. 1
22. Food Prod u cts... . . . . . . . .. . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .... 10.9 10.6 1 . 1
23. Clothing and D ry Goods. .... . . . . . . . . .. . . . . . . . . . .. .. . . . . . . . . .... 9.6 9.2 2.1
24. Electrical and Farm Machincry . . . . . . . . . . . . . . . . . . . . . . . . .... 14 .4 13.9 2.4
25 . Lumber and Building Aiatcri als . . . . . . . . . . . . . . . . . . . . . . . . .. . . 10 .5 10.2 2. 1

26. Total 1 Vholcsale Trade . . .. . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ... 12 .0 11 .7 1 . 9

27.
28 .
29.

30 .

RETAIL TRADE

Food Stores . . .... . . . . .. .. . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.0 8.9 1 .5
Motor Vehicles Dealers . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . .. . . 11 .8 11 .5 .9
Fuel Dealers.. . ... . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ... . . 10.3 9.7 2. 3

Total Retail Tradc . . . . . . . . . . . . . . . . . . ... . . . . . . . . . . . . . . . . . . . . . . . . . . . . ... 10 .9 10.3 1.8
ScRN7cE

31 . Advertising.... . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ... 16 .3 15 .4 3 .7
32. Restaurants and Tavcrns . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . 16 .2 15.1 3. 5
33. Funeral Dirccton . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . .. . . 16 .5 15 .5 10 . 5

34. Total Services .... . . . . . . . . . . .

35. Total .411 Comnanics. . . . . . . . . . . . . . . .

13 .2 12.1 5.7

6.8 6.0 3 .8

Sovxct ; The abo v c Table has been taken from statistics presented by the Canadian Imperial
Dank of commerce in thcir May. 1967, Commercial Letter . Rows 12, 20, 26, 30, 34 and 35 rcfcr to
all industries, not just those listed In this Table.
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A measure of profitability based on taxation statistics is not precise ; it is an
average for a whole industry and does not indicate the range of profitability .
If an industry shows a return on investment-of nine per cent, it is likely that
there are at least a few companies within it making from 15 per cent to 20
per cent and others making little or nothing .

Vertical Integration
Vertical integration is usually looked at from the farmer's point of view

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

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

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

Government Services and Agribusines s
It is natural that government activity in agriculture has been oriented

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

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

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

D. FARMER ORGANIZATIONS

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

In professional associations such as those of doctors, lawyers and account-
ants, members normally must be accepted by the association in order to
practise, and they must abide by the regulations and be subject to the
discipline of the association . Thus associations exercise power over entry and
impose discipline for non-professional behaviour of members . Farmer organi-
zations do not have these powers except to a limited extent in those provin-
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cial marketing boards in which a quota is necessary for production. Quota
transfers are normally subject to board approval and thus there is some
possibility of restriction on entry. There is no discipline exercised over mem-
bers' actions by farmer organizations .12 This is as it should be .

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

In business associations such as the Canadian Chamber of Commerce or
trade associations such as the Meat Packers Council of Canada, membership
(by firms) is entirely voluntary and no control can be exercised over mem-
bers or over non-members in that sector . Attempts to exercise control over
members would involve violation of the Combines Investigation Act . This
situation is quite contrary to that in farming, in which governments provide
the enabling legislation under which farm firms are able to work in combina-
tion through marketing boards to attempt to achieve their ends . Trade
associations frequently are able to play a role useful to their members, but by
its nature, much of the benefit accrues also to non-members . The same may
be said to be the case with a number of farmer organizations-The Farmers'
Unions for example. This is at the root of one of the primary financial
problems of either trade associations or "direct mcmbership"18 farmer organi-
zations, namely, that non-members frequently receive almost the same bcne-
fits as do members, thus reducing the incentive to join .

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

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

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

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

2. There are no restrictions on entry into production except for those
few products for which marketing boards have created production or
sales quotas . This is in contrast with professional associations and
unions with "closed shop" arrangements .

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

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

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

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

Are There Too Many Fariner Organizations?

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

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

Nevertheless it is probably the case that many farmer organizations were
born. to meet a specific need but have persisted long after the need has
disappeared and their role had been fully played . Too often executives of an
organization do not want to be the group responsible for its final dissolution
and they keep it going for "one more year" . Vested interests, especially
among employees and older directors, add to the apparent permanence of
supposedly temporary bodies . Just like government programs, however,
farmer organizations need periodic evaluation .

What is The Most Appropriate Form of Fartner Organization ?
This question is certainly a legitimate one but any final answer must

ultimately come from farmers themselves, because the most ideal form of
organization can bc successful only if it is wholeheartedly accepted by its
members . In the United States there are four major farmer organizations and
in Great Britain there is one."

There arc thrcc major alternatives in farmer organizations . One is, of
coursc, to continue the present structure . The rivalry of the direct member-
ship Farmers' Unions with die indirect membership r-cdcrations of Agricul-
turc in seeking programs advantageous to farmers probably means that the
two bodies, working separately, arc less cffccdvc in the short run than if they
could speak as one . Yet the same rivalry helps to kccp both more active than
would otherwise be' the case and over a period of years the results may be
favourabic.

A sccond a1tcrnativc would be to merge all existing organizations into one
big body similar to the National Farmers' Union of England and Wales .
Commodity marketing boards would bccomc adjuncts of the main body and
there would be commodity committces for those products and provinces for
which there were no marketing boards . Thus the "Bccf Commiticc" of the
main body would be allocated spccific rcsponsibility for all action on bclialf
of farmcrs concerning bccf production and niarkcting . 71iis type of organiza-
tion would be the type appropriate to a widespread system of supply manage-

11 This is not quite true. 7bere are two Nstiotul Farnim' Unions--one for Entland
and %VaJcs and one for Scodind-but they wotk tottthclr closcly and harmoniously .
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ment in which the effects on other commodities of supply management of one
'product would be taken into account . It would be the kind of all-pe rvading
farmer organization discussed in Chapter 12 on Marketing Boards .

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

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

The Role of Farmer Organ ization s

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

Basically the general objective of every farm organization should be to
improve the economic lot of its members and in some cases also to improve
social and educational standards of members and perhaps of communities.Generally speaking, farmer organizations are not and should not be philan-
th ropic agencies . When they appear before governments they must alwayskeep the welfare of their members in mind. Obviously there are many timeswhen it would be self-defeating to push for special treatment ; good strategy
and tactics both demand flexibility .

Now if the purpose of a marketing board is to increase the income of itsmembers as much as possible and over a period of time, then one cannot
expect marketing boards to sac rifice members' interests for the national
interest. This is well illustrated in the case of the Ontario Flue-cured TobaccoGrowers Marketing Board, whose actions have been designed to bencfit the
4 ,500 tobacco growers, not the farmers who might have bcnefitted from more
liberal tobacco quota policies . Since the powers of such boards are de rived
from p rovincial governments, whose responsibility it is to be concerned about
all of the people of the province, then it is the government of the p rovince
which should be concerned, and possibly take action, if a marketing boardinjures others .
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A farmers' Union, being a direct membership body and without specific
commodity biases, has very little scope to act for its own members only . Any
benefits and any harm, which it produces fall alike on the heads of the
members and non-members. Only a body like a present Federation of
Agriculture can claim to represent all farmers-whether all farmers ivant to
be so represented is another question and one to which the answer -is not
clear.

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

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

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

Of equal importance is the capacity of farmcr organizations to perform the
four operational functions discussed early in this chapter. 71ey must be able
to anticipate problems and opportunities, plan and recommend programs,
implement programs themselves or persuade others to do so and evaluate .

E. THE CO-ORDINATION OF POLICY MAKIN G
After the rather prolonged discussion in the preceding three sections on

each of government, agribusiness and farmer organizations, we come at last
to the subject of co-ordination of the three . How can farmer organizations
best provide an input into the policy-making process? Does the fact that
govcmir.cnts arc responsible to parliamcnts rule out lengthy and detailed
discussion of policy decisions between governments and agribusiness and
farmers? How can there bcst be an intelligent responsible input of views and
information by these three groups, all of which will be vitally affected by the
decisions made and by the attitudes of the other groups?

I-Igurc 2 is central to the ans%vcrs the Task Force proposes to make to
questions concerning co-ordination in policy making at the national level . To
have introduced the relationship with provincial governments into Figure 2
would have made it too complicated visually for presentation . We turn now
to a discussion of Figure 2 .

1 . The Ministcr of the Department of Agricultural Industry must occupy
the key place in agricultural policy making . Some one pcrson-in this cas e
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the Minister of Agricultural Industry-must be held responsible for seeingthat the four operational functions discussed above are in fact adequatelyperformed. The "Troika" for wheat and coarse grains must disappear in
favour of one seat of ultimate responsibility . As noted above, the Depa rtment
must include responsib il ity and concern for agribusiness and trade as well as
for farming.

2. Government service units are shown on the left hand side of Figure 2 .
(a) The Research Branch has been discussed in Chapter 15 on Research ;

it has become a major centre for high powered scientific researchers .
Much of the research is fundamental, as opposed to mission-
oriented and some shift in emphasis toward the latter seems to be
appropriate .

(b) The Economics Branch should become the Economics and Business
Branch, and a new unit working on problems and analysis relating to
agribusiness should be formed in the Branch . This Agribusiness unit
should draw much of its staff from the Department of Industry Trade
and Commerce .

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

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

(c) A new International Trade Branch should be created to ensure the
required level of knowledge and analysis within the Department for
all matters connected with trade. Some of the specialists on wheat and
coarse grains now in the Department of Industry Trade and Com-
merce should become part of this Branch .

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

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

6. The Board of Grain Commissioners would retain its present shape and
function but should be more closely related to the Canadian Wheat Board,
which would become pa rt of the Depa rtment of Agricultural Industry, under
Task Force p roposals (Sec 10 below) .

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

9. National Agricultural Marketing Board . This is one of the two most
important bodies proposed in Figure 2 . The N.A.M. Board would fulfil afunction in the national scene ve ry similar to that of the Ontario Farm
Products Marketing Board in Ontario and the other gove rnment-appointed
boards responsible for provincial commodity marketing schemes in other
provinces . The N.A.M. Board would be responsible for all national marketing
boards, including the Canadian Wheat Board and so long as it is in existence,
the Canadian Dairy (Adjustment) Commission . This responsibility would
entail administe ri ng national marketing board legislation, issuing regulations,
deciding upon the approp riate form of commodity boards,"' reviewing their
activities, appraising their plans and maintaining general supe rv ision of theiroperations . The N.A.M. Board must also appoint the members of the coun-
cils discussed below .

The N.A.M. Board must be a statuto ry body; we suggest that it have 8 to
12 members appointed by the Federal Gove rnment on a rotating basis .Members should not be appointed as "representatives" of any group, but
should be appointed for their qualities of judgment, expe rience and ability.
Alternatively, if a larger number of members is considered desirable, a small
exccutive committee would be necessa ry . The N.A.M. Board would require a
small secretariat and a number of researchers, the latter preferably co-opted
for sevcral-year pc riods from the Economics and Business Branch .

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

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

11 . Canada Grains Council, Canadian Dai ry Council etc . should be advi-
so ry bodies to the statuto ry marketing board or commissions to which they
correspond. The Canada Grains Council, already in existence, is the proto-
type for these councils . They should consist of representatives of farmer
organizations including co-operatives and ag ribusiness and in some cases of
university and other interested groups. Appointment to such councils should
be by the N.A.M . Board upon nomination of representatives by the appropri-
ate groups as selected by the N.A.M. Board.

u In Chanter 12 on Marketing Boards we point out that they may be of many different
fotnu and with ditiercat functions and pow•ers .
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To take the Canada Grains Council as an example, it should be adviso ry to
the Canadian Wheat Board in regard to prairie grain marke ting. If a National
Oilseeds Board were created to market let us say rapeseed and soybeans, the
Canada Grains Council would be adviso ry to it .

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

Each council should appoint at least one member and perhaps more
depending upon the importance of the sector, to the National Ag ricultural
Adviso ry Counc il.

12 . The National Agricultural Adviso ry Council should rank, along with
the N.A.M. Board, as one of the two most important bodies in Canadian
agricultural policy making . The N.A.A.C. would become the formal adviso ry
body to the Minister of Agricultural Industry as well as to the N .A.M. Board .
The N.A.A.C. would consist of a fairly large number of members, almost all
of whom would be nominated by the va rious councils and farmer organiza-
tions and ag ribusinesses and trade associa tions . Appointment would be by the
Minister of Ag ricultural Industry and for such pc riods as to allow rotation of
membership.

The N.A.A.C. should conduct annual Policy Evaluation Conferences to
receive and discuss evaluation reports prepared by independcnt researchers.
These reports should be commissioned by N.A.A.C. to evaluate specific
policies and programs of the Federal Government or to evaluate joint Fcder-
al-Provincial programs.

The N.A.A.C. should provide a kind of parliament for agriculture for the
discussion of policies and problems of the cntirc indust ry.

13. The two general farmer organizations-The Canadian Fedcration of
Agriculture and the National Farmers' Union-would of course be frcc to
approach govcrnment but should play a prominent role in the activities of the
N.A.A.C. The Task Force recognizes clearly that on some matters the corrc-
sponding farmcr and agribusiness organizations may have opposing interests
as well as common interests. Neither group can be forced to become partici-
pating members of the N.A.A.C. against their will and both must rcmain frcc
to pursue their own objectives independently. Tiieir participation in
N.A.A.C., however, w ould give them an opportunity to discuss particularly
those areas of common concern .

RECON i11iENDATIONS

1 . The p rimary and continuing role of govcrnmcnts should be to produce
a desirable cconomic and social climate for farmers and agribusiness .
Economica lly, govc rnmcnts should promote the efficient use of rcsourccs
through their support for rescarch, extension, cducation, marketing services
and from time to time, through legislation or funds to increase or stabilize
prices and incomcs. This . role does not include "managing" agriculture any
more than it is the role of govcrnments to "manage" the stccl industry or the
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pulp and paper industry . Because the firms in farming are sma ller than in
other sectors, the kinds of government services required to create a desirable
climate for them will be different from those of other sectors .

There are social as well as economic aspects to a ll policies . Governments
and their officials must always be aware that they are dealing with human
beings and not with abs tract problems . Programs which call for changes in
the way of life of the poor, the disadvantaged and the aged in pa rticular,
must reflect this point.

2. Flexible Approach to Policy Making.-Experience indicates that a doc-
trinaire approach to the development of agricultural policy is unsound .
The diverse and dynamic conditions of Canadian agriculture makes a
pragmatic approach desirable . This flexibility appears again and again in our
recommendations .

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

4 . Recognition of Commercial-Low Income Division .-Programs which
try to serve the interests of commercial farmers and to meet the problems of
poverty-]evel farmers are unlikely to be as successful as separate (but co-
ordinated) programs designed to serve each . The Task Force recommends
that this distinction be kept in mind in all policy making . The government
should not confuse economic and welfare problems and programs to over-
comc them .

5. The Canada Dcpartmcnt of Agriculture should be renamcd the Depa rt-
ment of Agricultural Industry. All of its planning and operations for commer-
cial agriculture must be integrated a round a central concept of a profi t
oriented, self-sustaining indust ry serving the needs of all its major stakchold-
crs adequately and fairly. A major function of the Department of AgriculturalIndustry would be to integrate all direct Federal gove rnment expenditures onagriculture through a centralized budgetary cont rol system .

6. Overall authority and responsibility for commercial agriculture at the
national level must be centred in and around the Department of Ag ricultural
Indust ry.

7. The Economics Branch should be renamed the Economics and Business
Branch . An Agribusiness unit should be created within the Branch to under-
take research and analysis of problems rclating to agribusiness . Its staff
should be drawn from those specialists undertaking similar work in the
Departmcnt of Indust ry, Trade and Commerce .

8. The hiinistcr of Agricultural Industry should request the heads of theResearch Branch and of the Economics and Business Branch to produce a
joint proposal which w ill indicate the kind of machine ry necessa ry to ensure
co-ordination of resea rch efforts betwcen specialists in the two branches .
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9. A new International Trade Branch should be created in the Department
of Agricultural Industry and many of its staff drawn from the Department of
Industry, Trade and Commerce .

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

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

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

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

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

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

(b) to organize and sponsor an annual Policy Evaluation Conference
based upon intensive studies by independent researchers of a small
number of existing programs of the Federal Government or of joint
17edcral-provincial programs . Further to Recommendation 3, the goals
of the programs evaluated should be clearly and specifically stated .

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

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

Ile Task Force recommends emphatically that the creation of councils
should not prevent agribusiness or farmers from communicating directly with
government or with one another . Ile Task Force further recommends that
governments consult as often as possible with the other stakc-lioldcrs in tile
agricultural industry : for the government to do so, however, implies a corrcs-
ponding degree of sensitivity and responsibility on the part of the non-govcm-
mcnt groups .
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17. The Task Force takes no position on the issue of "unity" between the
general farm organizations . The fact is that this is a matter for farmers
themselves to decide and furthermore, the pro's and con's of union appear to
the Task Force to be evenly balanced .

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

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

THE CANADIAN AGRIBUSINESS SYSTEM

Businessmen, government leaders, and others concerned with agribusiness,

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

In the United States, pioneering work and some of the best research into
`agribusiness systems has been carried out at the Harvard Business School by

Davis and Goldberg.' Although badly needed in Canada, we have no studies
of our own commodity systems that approach the work of Davis and Gold-
berg in quality and comprehensiveness .

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

Equally vital would be the participation of industry and gove rnment .
Since its terms of reference were primarily conce rned with farm problems,

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

Perhaps the best way to gain some understanding of the overall size, scope,
and structure of Canadian agribusiness is to review an input-output mat rix
patterned after Leontief'f's technique of interindustry analysis . The input-out-

put mat rix presented in Exhibit 1 was compiled from the computer p rintouts
made available by D. B. S. officials, whose cooperation and assistance were of
great help . Several matrices were available, in vary ing degrees of detail . The
65 industry by 65 commodity matrix figures were used .

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

An input-output cha rt may be likened to a double-ent ry bookkeeping

system which shows purchases from and sales to each of the sectors of the
economy. Each sector will buy and sell from the others in varying propor-

tions but the end result is that total purchases will equal total sales ; that is ,

1 John H . Davis and Ray A. Goldberg , A Concept of Agribusin ess (Boston : H arvard

University, 1957) . Ray A. Goldberg, Agribusiness Coordination : A Syst ems Approach to

the Wheat, Soybean, and Florida Orange Economies (Boston : Harvard University, 1968) .

1
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EXHIBIT 1-65 INDUSTRIES X 65 COMMODITIES
VALUES OF INDUSTRY INPUTS AND FINAL EXPENDITURES 1961 AGGREGATION N
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(Millione of Dollars)

I Agricultural Produchs... ..... . . . .. .. . ..... . . . . . . . . . . . . . .. ... .. . .. . iw.l "Ll 497 .7 55.5 238.1 2 .4 14.3 95.0 17.11 1113.5 .5 1 52 .4 1 .1 210 .3 2 .139.7 2 .175 .6 35.9 me.1 1 .0 -20.0 --40 .6 4=.2 2,813 .3 1,40 .9 17.0 12 F%pst Proclucts. ....... . . . . . . . . . . . . ... . .. . . . . . . . . . . . . . . . . . . .. . .. .
z

11 .1 .1 3 .1 14 .4 MA 702 42 1 -14.7 -12.0 38 .3 on. 1 2
3

FFig
a Fur ... ... ... .. .... .. . . . . . . . . . . . . . . . . . .. .. . .. . .. . . . . . . . . . . . .. ... - 92 .2 1 .5 - 93 .7 110.0 16 :3 23 :: -18.0 - .5 5.8 123 .1 02.2 a4 metal or" am Coom . . . . . . . . . . . . . . . .. ... . ... . . . . . . . . . . . . . . ... .. . - - .7 - .4 .3 1*.4 M.6 779 .2 511CO -126.6 19.4 - 1 .19e.6 - 4

5 Non-Motal Minerals... .... . . . . . . . . . . . . . . . ..... ... . . . . . . . . . . . . . ... .2 .9 .2 .3 1 .1 .4 .3 .6 - - - .1 .9 .4 18.5 .6 - .1 24 .9 161 .5 136 .6 15310 4.3 -55.4 1 .3 12 .1 2711.7 3 .11 5

6
coal. ... . . . . . . . . . . . . .. . .. . . . . . . . . . . . . . . . . . . ..... . . . . . . . . . . . . . .. . .. .. . . .. 3 .7 .3 1 .2 1 .1 .3 .2 .7 .7 .1 .9 .1 .5 .1 .6 8.5 - .2 .3 2).0 13D.3 110.3 8.1 - -119.4 2 .4 47 .0 $6.5 5.0 1 .0 6

7 Oil &W Natural GEL... .. .. . . . . . . . . . . . . . . ... ..... . . . . . . . . . . . . ... . .. .2 .2 .2 - . 1 .3 . 1 .2 - . I - - - - 5 .3 . 1 1 2 .0 8.9 801 .2 721 .3 208.5 - -31" .4 5.5 154 .7 111101 .5 1 .1 .1 7
Mom Product& .. ... . ... .. . . . . . . . . . . . . . . . . . ... ..... . . . . . . . . . . . . ... ... 2 .4 212.0 .9 13.4 15.5 18 .8 .2 11 .7 .2 .7 1 .6 24.0 - 3 .6 1 .1 121 .6 4 .8 431 .6 463 .2 21 .6 00 .7 1.9 -76 .1 19 .2 1 .136 .1 1,000 .0 272.4 . 9
Dairy Products . .... .. . . . ... . . . . . . . . . . . . . . . . . ... .. . . . . . . . . . . . . . . . .. - 1 .3 64.6 1 .6 1 .4 5 .6 3 .7 3 .4 - - - - .2 .1 .2 W .2 4 .4 173 .9 187 .0 13 .1 ' 24 .2 - -12 .1 9 .0 706 .1 914 .1 113 .11 -

Is , Fruit and Veil. PnmhwtL--...-.. . . . . . . . .. ... . . . . . . . . . . . . . . . ... ... - .1 2 .6 20 .4 .4 11 .4 .6 3.11, - .5 39 .3 - 79 .0 0 .4 6.4 6.6 .6 -110 .8 16.7 336 .9 336.6 39 .2 .5 10

11 Food, Flour mid Cereals..... . . . . . . . ... .. ... .. . .. . . . . . . . . .. ... 2M .5 .9 .1 .3 38.2 0.3 .8 10.1 - 2.7 -.4 8 .9 .1 5.0 304 .3 313 .0 9.7 0 .9 - -7 .7 2 .6 90 .2 547 .0 Ito .7 2.7 11
12 Bakery Pr~ . . .. . . . . . . . . . . . . . . . . . . .. . .. . . . . . . . . . . . . . . . . .. ... .. . - - .3 - - .3 .2 .2 - - - - - 53. 1 - 54 .1 41 .5 7.4 3.4 - -11 .6 5.7 386 .9 496 .8 1 .0 - 112
13 Su9ar, Confectonery . ..__. .. . . . . . . . . . . . .... . . . . . . . . . . . . .. ... ... .7 .5 4 .8 11 .1 5.1 18.9 23.1 9.5 14.1 1 .0 .5 .4 .1 10 .2 .3 100 .3 101 .9 1 .6 1 .8 .2 -33 .8 3 .2 in .0 271 .3 73 .0 ILI 13
4

1
Other Food Products.. . . . . . . . . . . . . . . . ..... . . . . . . . . . . . . . .. . .. .. . . . 7 .11 24 .9 5.5 4 .1 41 .7 21 .7 5.1 U .5 .9 25.0 - .5 5 .0 20 .7 5 .8 31 .2 1 .5 .8 280 .7 213 .8 23.1 111114 .0 2 .0 -130.6 9 .2 313 .5 432 .8 M.5 25,21 14

15 Soft Drinks . .. . . . . . ___ . ... .... . . . . . . . . .2 .1 - - - - IL7 - 19.2 - 30 .2 44.7 6.3 .1 - -4.7 1 .4 133.2 175 .3 .3 12.7 is

is Alcoholic Bir4srops . .. . . . . . . . . . . . . . . . . . . . ... .... . . . . . . . . . . . .. ... .. . 2 .1 - - .6 .2 1 .1 .6 23.0 9.2 36.2 U .6 .2 -41 .0 21 .6 322 .11 430 .2 2.7 18.2 is
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26 Furniture Preclude... . . . . . ... . .. .. . . . . . . . . . . . . . . .... ... . . . . . . . . . . . . . - - - - - .6 - - .6 35.9 35.3 2.3 .2 -35 .2 7 .0 3W.3 M.5 - 29
27 Other Wood Products....... .. . . . . . . . . . . . . . . .... . ... . . . . . . . . . ... 6.5 1 .7 1 .3 1 .5 - 2 .7 .9 .9 - .1 1 .0 - 11 .6 2 .4 29.5 329.3 299.8 30 .7 .6 -32 .5 9 .7 11 .3 as.1 4.5 2.7 2F
26 Pulp and Paper ... . . .. . .. .. . . . . . . . . . . . . . . .. . ..... . . . . . . . . . . . . . .. .. . .. . - 2 .0 1 .0 .2 1 .1 1 .7 1 .8 4.0 - .4 2 .9 1 .5 .2 1 .2 2.0 7.8 1 .1 19 .9 48.6 562.5 513.7 1 .113 .9 .3 -65.0 2 .4 31 .5 1,645 .7 1111 .11 .4 n
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33 Other Primary Metals ... . . . . . . .. .. ... . . . . . . . . . . . . . ... .... . . . . . . . . . . .5 .4 2.1 577.0 574 .9 00.2 .6 -101 .0 1 .7 1 .8 540.2 .1 33
34 Structural Mstal .. . . . . . . . . . . .. . . . . . . . . . . . ... . .. . .. . . . . . . . . . - - - 240.4 240 .4 4.4 .3 -23 .9 .6 1 .4 223.5 34
35 Metal Starnpiow .... . . . . ... . .. .. . . . . . . . . . . . . .... ... . . . . . . . . . . . . . 6 .1 10.9 47.7 3 .8 .2 1 .0 12.9 6 .4 10.9 1 .1 .2 7.3 4.9 Lo - $.$ 131 .1 33D.9 199.6 3 .3 1 .0 -61 .9 3 .7 30.1 316.1 0.6 17.3 35

36 Other MOW Products.... .. . . . .. ... .. . . . . . . . . . . . . ... .. . . . . . . . 6.0 2.2 .4 3 .0 .3 .2 3.1 15.8 31 .0 1,032.1 tam - 1 21 .9 4 .9 -255.8 1 .6 125 .9 1311 .6 - - 39
37 Zschinery WES.)__. . .. . . ... .. . .. . . . . . . . . . . . . . ..... . .. . . . . . . . 37 .5 .3 .2 .2 .2 .1 .2 .2 .2 .3 .2 .2 1 .7 .7 .1 .3 5.7 40.3 641 .2 U2 .9 154 .0 21 .4 -947 .7 9.0 9?5.5 811111.5 1 .4 .2 37
38 Urcraft and Ports..... . . . . . .. . .. ... .. . . . . . . . . . . . ..... ..... . .. . . . . . . . 1 .0 - -

- -
- - 1 .0 87 .7 86 .7 99 .2 33.0 -211 .9 10.6 329.1 347.5 - - 30

39 Motor Vehicles. .. . .. ... ..... . . . . . . . . . . . . . . ... . . . . . . . . . . . . ... ... . . . . . . . - - 3 7 3 .7 2?.0 2.1 -230 .9
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40 Vehicle Part&.. .. . . . . . . . . . . . . . . .. . .. ... . . . . . . . . . . . . ..... . . . . . . . . . . . . . - -

:'J13 1
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41 Other Trans. Equip m t ... ... ... ... . . . . . . . . ... . . . . . . . . . . . . . - - 53.3 53.3 17 .4 .7 -41 .9 -1 .2 178 .2 205.9
z:

41
42 Electric Appliances.. . . . . . . . . . . . . . . . ... .. . . . . . . . . . . . . . ... . . . .. . . . . . . . .1 42.7 42.6 6 .4 .5 -105.0 4.2 293 .4 242.1 42
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total inputs equals total - outputs . Again to. use the accounting •analogy, an
input-output table is similar to a balance- sheet in that it represents a state of
affairs at one point in time. Exhibit 1 is based on 1961 data and - the
relationships shown by it will not be exactly the same for other years :
; Exhibit 1 depicts, in summary form, the do llar flow . of resources, goods
and services through agribusiness and the rest of the economy in 1961, both
by industry of origin and by industry of destination . The horizontal . rows,, as
read from left to right, trace how the output of each sector of the economy is
distributed among the other sectors . The vertical columns, as read from top
to bo ttom, trace how each industry obtains or purchases its needed inputs of
goods and services from the other sectors .

In an ideal matrix or input-output chart based on interindustry flows, . each
indust ry sector would appear in identical form, both as a selling entity,: on the
side and as a purchasing entity at the top of the chart . The totals of each
sector-if expressed in dollar terms--would be equal when added vertically
and ho rizontally, and the sum of all sectors, would be the input and output
totals for the national economy . However, a matrix of such detail would be
unwieldy for the purpose of this study in that it gives unnecessa ry emphasis
to non-agribusiness sectors of the economy . Hence, in Exhibit 1 ; only , those
industry sectors of importance to agribusiness have been designated in the
purchasing sectors across the top and other transactions have been grouped
into summary sectors. Similarly, some groupings were made for the producing
sectors down the side, although the complete D. B. S. listing of sectors is also

shown . Thus, while in essence the whole economy is represented in• the flow
of goods - and serv ices shown in the matrix, this specific arrangement of
$ectors more or less limits the use of the matrix to the particular purposes of
this study. 2

The D. B. S. matrix we are using does not balance inputs with outpûts
perfectly on an individual indust ry basis because the columns (titled across
the top) represent industries and the rows ( titled down the side) represent

commodities . The total for any one industry column will not necessarily
balance with the total for the corresponding cômmodity row because 'a
-commodity may be produced by more than one industry. The differences are

not great, however, and for desc riptive purposes we shall treat the commodi-

ties as industries . For example, the total input to agriculture shows as $3,-

120,100,000 (row 75, column 1) while the total output of agricultural
products shows as $2,813,300,000 (row 1, column 27) . Although . there are

these vary ing differences between indust ries and corresponding commodities,
they are approximately the same and the final total inputs and outputs are

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

the numbers of the columns in the D . B. S. matrix from which the figures

were taken, a 65 indust ry by 65 commodity matrix . The second row is merely

the consecutive numbe ring of the columns we are using and is the set of
column numbers that we shall use. As mentioned previously, we have not

' Davis and Goldberg, - A Concept of Agribusiness, pp. 25•29 . We have used and quoted
•liberally from the Davis, and Goldberg explanation of the input-output matrixr ,
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listed all of the individual industries as many of them are not part of
agribusiness . Column 21 is the total of all other industries not listed incolumns I to 18. Column 20 corresponds to D. B. S . column 66 which is thetotal for all industries (D.B.S . columns 1 to 65) . Column 19 is the sub-total
of columns I to 18 . Column 21, which is column 20 minus column 19, is
therefore the aggregate of all other industries not specified in columns I to18. Column 28 is the total for the food industries (columns 2 to 8) and
column 29 is the total for all beverages (columns 9 and 10) . In the rowslisted at the left the entire 75 D . B . S . listings have been shown and the
aggregations we require for agribusiness have been derived from them as
shown in rows 76, 77 and 78 .

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

Proceeding from left to right along row 11, the Feed, Flour, and Cereals
sector of agribusiness sold S256,500,000 of output to the Agriculture sector
(column 1) ; S900,000 to the Meat and Poultry Processors sector (column
2) ; S 100,000 to the Dairy sector (column 3) ; and S300,000 to the Fruit and
Vegetable Canners sector (column 4) . Column 5 indicates that the Feed,
Flour and Cereals sector utilized its own products in the amount of S38,200,-
000. Continuing along row 11, the Feed, Flour, and Cereals sector sold
$60,300,000 of output to the Biscuits and Bakeries sector (column 6) ;
$800,000 to the Sugar and Confectionery sector (column 7) ; S 10, 100,000 to
the Other Food Industries sector (column 8) ; zero volume to the Soft
Drinks sector (column 9) ; S2,700,000 to the Alcoholic Beverages sector
(column A 0) ; zero volume to the Tobacco Products (column I I), Lcathcr
Products (column 12), Paint and Varnish (column 13) and Pharmaceuticals,
Soaps and Toiletries (column 14) sectors ; S400,000 to the Otlicr Ch6mical
Industries sector (column 15) ; $8,900,000 to the Hotels and Restaurants
sector (column 16) ; S100,000 to the Other Services sector (column 17) ;
$5,000,000 to the Wholesale and Retail Trade sector (column 18) ; and
S8,700,000 to the All Other Industries sector (column 21) . The All Other
Industries sector (column 21) is conipriscd of those industries which pur-
chase only minor amounts of goods and services from agribusiness sources .

Columns I to 18 (totallcd in column 19) plus column 21 together reprc-
sent all the processing or intermediate sectors of the cconomy (totalled in
column 20) ; columns 22 to 26 rcprcscnt categories of cnd-product demand .
This crid-product demand represents the final consumption of the goods and
services produced in the processing scctor. For example, the Fccd, Mour, and
Ccrcals scctor sold $68,900,000 to the Exports scctor (column 22) ; zcro
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volume to Re-Exports3 (column 23) ; it impo rted $7,700,000 of its goods
(column 24) ; it put $2,600,000 of its goods into inventory (column 25) ; and
it sold $90,200,000 to the Other Final Demand 4 sector (column 26) .
Column 27, entitled Total Output, represents the value, at producer's p rices,
of all the output for each indust ry sector . The Feed, Flour and Cereal sector
had a total output of $547,000,000 .

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

illustrative use of the data.
Tii rough inte rindust ry analysis it is possible to determine the direct and

indircct requirements f rom va rious sectors per dollar of final demand from
any one particular sector. Such analysis takes into account the interdepend-
ence amongst the p roductive units of an economy and, therefore, can be
applied to analysis of the economic structure, formulation of programs of
action, and prediction of future events . Inte rindustry techniques are useful for

both structural analysis and policy guidance but so far have been only of
limited value for prediction .

• Re-exports are imports that are subccquently exported, for example, auto parts that

are imported to be incorporated in finished autos .
• Other Final Demand is ma de up of consumer purchases, government pu rchases, and

capital formation. For the a g ribusincss industries we are examining, Other Final Demand
is almost completely consumer purchases as the government expenditure and capital formation
c omponents are negligible.
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THE AGRIBUSINESS FLOW CHART FOR 196 1

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

The data for the Flow Chart, (Table 4), and for the Input-Output Cha rt ,
Exhibit 1, for the most part are the same and the source is the D .B.S. 65
indust ry by 65 commodity matrix for 1961 . Table 4 is just one of many ways
of presenting the data contained in Exhibit 1 to show the interrelationships
and intrarelationships that exist within agribusiness and betwecn agribusiness
and the rest of the economy. The main purpose of the Flow Cha rt is to give
some general over-all dimensions of agribusiness as it existed in 1961, using
the best data and estimates available . This is not a complete or an exact
picture of agribusiness, yet it does present a general outline of that part of the
economy we refer to when using the term "agribusiness ."3

The de rivation of the Flow Chart from the Input-Output Chart is outlined
in Appendix B .

From examination of the Agribusiness Flow Chart, we sec that there are 9
industries supplying major inputs to agriculture . The p rincipal one, machinery
and motive power, is the subject of a Royal Commission whose final report is
expected late in 1969 . For many of the indust ries such as chemicals, trade,
petroleum products, finance, and transpo rtation, their outputs to agriculture
are a relatively small pa rt of their total outputs .

On the output side of the ag riculture sector, the food , alcoholic beverages,
and tobacco products industries represent the p rincipal domestic markets in
the processing-distribution sector for the products of the agriculture sector .

R Davis and Goldbttt. A Concept oJ A g rfbiulntu, rp. 29.31 .
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APPENDix B

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

Exhibit 2-Flow Char t
Agriculture Purchases

1 . Agriculture purchased S64 .2 million from Seed Sup-
plies . . . . . .. . . . . ... . . . . . . ..... . . . . . . . . . . . . . . . ..... . . . . . . . . .. . . . . . . . . . . ... . . . . . . . . . . .... . .

2. Agriculture purchased S289 .0 million from Fee d
Manufacturers.. . .. . . .. . . ..... . . . .. . . .... . . . . . . . .... . . . . . . . . . .. . . . . . . . . . . ... . . . .

3 . Agriculture purchased S347.1 million from Farm
Machinery and Nfotivc Power Manufacturers . .. . . . . . .. . .

4 . Agriculture purchased S154 .1 million from Petroleum
Products hianufacturcrs . . . . . . .... . . . . . . . . .. . . . . . . . . . . . . . . . . . . ... . . . . . . . . .

5 . Agriculture purchased S76 .1 million from Fertilize r
Manufacturers. . . .. . ... . ... . . . . . . . ..... . . . . . . . .. .. . . . . . .... . . . . . . . . ... . . . . . . . . . .

6. Agriculture purchased S28 .3 million from Agricul-
tural Chemical Manufacturers. . . . .. . . . . . . .. .. . . . . . . . ...... . . . . . . . . ..

7. Agriculture purchased S105.6 million from Wholesaleand Retail Trade . . . . . . . ... . . . . . . . . ... . . . . . . . . ... . . . . . . .. .. . . . . . . . ..... . . . . . . . .
S . Agriculture purchased S94 .3 million from Finance ,

Insurance. and Real Estate.. . . .. .. . . . . . . .... . . . . . . . ..... . . . . . . . . . ..
9. Agriculture purchased S102.0 million from Trans-

portation, Storage and Utilities . . . ... . . . . . . . . . . ... . . . . ..... . . . . . . . .

Intermc&ate Activitle j
10 . Food Industries purchased SI .601 .9 million fromAg6culturc. . . .. ... . . . . ..... . . . ..... . . . . . . . .... . . . . . . .... . . . . . . . . . .. .. . . . . . . .. . .. . .
11 . Alcoholic Dewrages purchased S29.9 million fromFood Industries .. . .. . . .. . . . . . .... . . . . . . ..... . . . . . . . ... . . . . . . . . . . .. . . . . . . . . . . ...
12. Alcoholic Bc%vngcs purchased S17.8 million from

Agriculture . . . . . .... . . .. ... . . . . . .... . . . . . . . .... . . . . . . . . ... . . . . . . . . . . .. . . . . . . . . . .. ..
13. Tobacco Products purchased S103 .5 million fromAgriculture. . . . . . .. . . . . . ... . . . . . . .. . . . . . . . . .... . . . . . . . . . .. . . . . . . . . . ... . . . . . . . . . . ...
14. Agriculture exported SS03 .1 million . . . .. . . . . . . . . . . . . . . . . . . . . . . . ..
15 . Wholesale and Retail Trade purchased S210.3 million

from Agriculture. .. .. . ... . .... . . . . . . . . ... . . . . . . . . . ... . . . . . . . . . .... . . . . . . . . .. ..
16. 1 foicls and Restaurants purchased S52 .4 million from

Agriculture . . . . . . . . . . . . . ... . . . . ... . . . . . . . . . . . . . . . . . . . . . ... . . . . . . . .. . . . . . . . . .. . . . . .
17. Ilotels and Restaurants purchased S351 .5 millionfrom Food Industries . . . .. . .. . . . . . . . . . . . . . . . . .. . . . . . . . . . . ... . . . . . . . . . . . ..
Is . Leather Products purchased S24 .5 million from FoodIndustries ..... . . . . . . . . . . . . . ... . . . . . . . . . . . . . __ . . . . . . . . . . . . .. . . . . . . . . . . .. . . . . . .
19 . Pharmaccuticals, SoaM Toiletries, and Other Chem-icals purchiscd S32.4 million from Food Industries . .
M. Paint and Varnith purchased S5 .2 million from Food

Industries_ . . . . . . . . . . . . . . . .. . __

Exhibit I-Source
Agriculture Purchases

1 . D .B .S . estimate
2 . D.B .S . estimate
3 . D.B.S. estimate
4 . Column 1, row 48
5. D.B .S . estimate
6. D.B .S . estimate
7. Column 1, row 55
8. Column 1, row 5 9
9. Column 1, row 56 pluscolumn 1 . row 5 8

10 . Column 28, row I
11 . Column 10, row 27
12. Column 10, row I
13 .
14 .
15 .

Column 11, row I
Column 22. row I
Column 18, row I

16 . Column 16, row 1
17 . Column 16, row 77
18 . Column 12. row 77
19 . Column 14, row 77 plus

column 15, row 7 7

20. Column 13, row 77
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Intermediate Activities
21 . Wholesale and Retail Trade purchased $14 .5 million

from Food Industries . . . . . .. . . . .. . . . . . . ...... . . . . . . . ...... . . . . . . ..... . . . . . .
22. Food Industries exported $341 .0 million . . . . .. .. . . . . . ...... . . .
23 . Alcoholic Beverages export ed $88 .6 million . . .. . .. . . . . . ....
24 . Tobacco Products expo rt ed $28 .1 million.. . .... . . . . . . . . .....

Other Final Demand
(effectively Consumer Purchases )

25. Non-processed foods $486 .2 million... .... . . . . . . . . ... . . . . . . . . . ...
26. Food Industries $3,178 .7 million.... . . . . . .... . . . . . . . ..... . . . . . . . ....
27. Alcoholic Beverages $3 22.5 million . .. . .. . ... . .. . . . . ...... . . . . . ..
28 . Tobacco Products $231 .8 million . . . . . . . .. . . . . . .... . . . . . . . ...... . . .

Agriculture Purchases

21 . Column 18, row 77

22. Column 22, row 77

23 . Column 22, row 16

24 . Column 22, row 17

Other Final Demand
(efTectively Consumer
Purchases)

25 . Column 26, row 1

26 . Column 26, row 77

27. Column 26, row 16

28. Column 26, row 1 7
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INTRODUCTION

Marketing boards' were created pa rtly because of p roducer dissatisfaction
with p rices and incomes and partly because of the wide disparity in numbers
whercby large numbers of farmers must sell to small numbers of agribusiness
firms. Early attempts to meet these problems took the form of marketing
co-operatives . Although marketing co-operatives did many things successfully
the fact that they could not make deductions from all producers nor bargain
collectively for all producers nor manage the supply coming to market, led to
the demand for farmer-controlled marketing boards with compulso ry powers
over a ll producers of a specified commodity .

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

' In this chapter we have not included among marketing boards such fedcrally-appointed
bodies as the Canadian «fieat Board and the Canadian Dairy Commission . For the early
histo ry of marketing boards sec :

Poetschke L. L. and Mackenzie W, The Development of Producer MarketingBoards In Canada, 1957.
See aLso : 1 tisoocks C. A. and Walker 11 . V., A Report on Marketing Boards in

Canada, 1969, a study undertaken at the request of the Task Force. Forexperience spc cifically in Ontario, where marketing boards have been more
prevalent than in other provinces, sec

i'ctkin . G. F. Marketing Alile i tonet in Ontario I935-1960, Ontario Department
of Agriculture and Food. 1961 . For details of voting requirements, adminis-
tration and relation to govcrnments, see

A Comparative Study of Agricultural Marketing Legislation In Canada, Australia,United Kingdom and the United States, University of Guelph, 1964.

AtARKLTING 13OARDS 311



This chapter examines the effectiveness of various marketing board pro-
grams which have been tried or proposed . These include product promotion,
improvement in marke ting channels, two-price systems, collective bargaining,
input quotas, and sales quotas . It then examines several crucial issues : the
appropriate type of na tional marketing boards, relations of boards with
governments, and the relations of boards with other sectors .

A Note 'on Supply Management

There is a great deal of confusion about what is meant by "supply manage-
ment" and what types of p rograms could be regarded as programs of supply
management. To avoid confusion we shall deal with this definitional problem
at this point. Our defini tion is as follows : supply management refers to
cen tralized control over the quan ti ty and/or p rice of one or more commodi-
ties of specified quality coming from a specified group of producers to a
particular market or markets in a given pe riod. Given this b road definition,
supply management may be b rought about by four different types of
programs:

(a) two-price systems,
(b) collective bargaining ,
(c) input quotas on the use of one or more inputs by individual farmers,
(d) sales quotas on the amount of a commodity which may be sold by

individual farmers .

Thcse are dcalt with separately below.

GOALS AND PROGRA MS

Although the techniques and organization used to achieve the goals o fmarketing boards differ considerably, the goals are iden tical. The primary
objective of any producer-contro lled board is to increase the net income of itsmembers . Some boards may fail to achieve this goal either bccausc of adverse
economic odds or of mistaken or poorly cxecutcd programs. In error, some
regard "higher net income" as cquivalent to "higher prices" and attempt to
maximizc the w rong thing. Because of the problem of estimating costs, most
boards regard g ross income of producc rs as bcing a good p roxy for - net
income. In many cases this comes down to trying to get the best possibleprice for whatever thcir mcmbc rs decide to produce in a given year.

It should be noted that the goal of highcr income (net or gross) for
membc rs (i .e. p roduccrs of the commodity in the province or area specificd )
cxcludes producers of other commodities cvcn in the same province and it
excludes also produce rs of the same commodity in othcr p rovinces. This is as
it should be, given the fact that boards are provincial in scope and commodity
o ricnted . The Ontario Soybean G ro«,crs Marketing Board, mcrcly to use
an examplc, must have as its prime conccrn the income of those Onta riofarmers who choose to produce soybcans. The Board might caopcrate with
the Wintcr Whcat Board to save administrative costs (as it docs), and
contract with Unitcd .Co-opcratives of Ontario for ccrtain marketing scr vices
(as it . docs) and contribute as a mcmbcr of the Ontario Fcdcration o f
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Agriculture (as it does), and, if there were a similar board in Quebec or
Saskatchewan it might co-operate with it but all of these actions should be
taken only if it appears that they are in the best interest of Ontario soybean
growers . The Board might attempt to get higher tariffs on soybeans or
soybean meal even though these might hurt Ontario hog producers ; it might,
quite logically given its objectives, underline the acceptability of Saskatche-
wan-produced rapeseed meal .

(a) Product Promotio n

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

(b) Improvement of Marketing Channels and Institutions
The use of tclctypc installa tions in marketing hogs comes to mind at once

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

(c) Tjt•aPricc2 Systc»z.s

Two-price systems operate when a seller receives a higher net price in onegeographical market than another, or when he charges a higher price for hisproduct when it is used in one form rather than another. The former is thesystem used by the Onta rio Wintcr Wheat Producers Markcting Board when
it sells into export markets at lower prices than in the domestic market .3 The
lattcr is the system used by the Ontario Milk Marketing Board when milk
used for fluid consumption is more highly priced than milk for industrial use .Multiple pricing is quite common in non-farm fields . Indust rialists sell
products for a higher net p rice at home (behind a tariff) than abroad ; adentist charges a wealthy patient more than a poor one ; a distributor sells the
same physical product as a brand name high p rice product and also as asecond line bargain counter product. All are examples of multiple pricing or
"discriminating monopoly" as it is sometimes called .

' This is the commonly used term but "multi-pricc" is probably better .
• Sr,mc boards disclaim any action of a two-price nature . For example, B ritish Columbia

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

The Task Force can see no objection in p rinciple to farmer marketing
boards operating two-p rice systems especially when such pricing occurs also
in other sectors of the Canadian economy . The only objection would seem to
be when gove rnments not only give central selling privileges to a board but
also either ban impo rts or give that board the right to license (or refuse tolicense) imports . In other words, since there are no impo rt quotas or licenses
for the importation of soybeans, onions,4 winter wheat and white beans, then
boards should be free in principle to operate multi-p rice systems if they wish .
The Canadian Wheat Board does have licensing p rivileges over impo rts of
wheat and coarse grains .

The possibility of successfully operating a tw o-price system between two
geographically distinct markets depends upon keeping the two markets sepa-
rate. Obviously, the spread in price between the two markets could not
exceed the cost of transport and tariff from the low p riced to the high priced
market or the product would flow to the latter . In the case of a milk board
which operates a multi-p rice system depending upon the form of utilization of
the product, the p ricing program would collapse were it not for the authority
of the provincial government which enforces the multi-pricing system . The
argument for a two-pricc system for hard spring wheat is strengthened by
current p ractice in regard to milk. Bread and fluid milk arc more or less
equally basic to Canadian diets, poor families spend much higher proportions
of their incomes on both bread and milk than do rich families . If a two-price
system on bread is rcgressive5 which is the argument most frequently used
against it, then so is p rice discrimination in milk sales since fluid milk prices
exceed those of industrial milk of equal quality . A two-price system for wheat
could work only because of federal government import licenses, but the two
price system for milk does work only because of provincial government
regulations. Seen in this light, it would appear illogical to support p rice
disc rimination for milk and deny it for wheat.

One of the most questionable forms of price discrimination is that of the
Canadian Dai ry Commission in maintaining the p rice of skim milk powder at
20 cents per pound to Canadians, while selling it to foreign consumers at si x

• The Ontario Onion Producers Marketing Board sold at top price in Ontario, l ower
in Quebec, and lowest ab road. A producer vote in 1969 was unfarourable to its continuing
to market onions.

$ Falls p ro portionately more hearily on low income people.
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to eight cents. This, of course, is true of a ll export subsidies and tariffs, andi llus trates the far greater emphasis nations place on their citizens as producers
rather than as consumers.

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

(d) Collective Bargaining

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

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

A second possible disadvantage is that the marketing board may insist on a
p rice so high as to p rice local output out of the market, or, alte rnatively to
make production so much more profitable than processing that processors
move into the production phase . This has apparently been the case with
several vcgctablcs-for-processing in Onta rio .
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Co llec tive bargaining may be involved in negotiating a one-p rice agree-
ment, as in the case of Onta rio vegetable-for-processing, or be a part of a
multi-price system insofar as domestic prices are set by collec tive bargaining .
Increasingly, however, it has been recognized that the bargaining power of
marketing boards is limited unless they are able to control the supply of their
products coming to market, as well as the supply of close subs titutes . This
has led to requests for marketing boards on a national scale .

(e) Input Quotas or Rights to Produce

Farm leaders have long recognized the importance of being able to control
output or sales in order to increase the prices of farm products and the
incomes of farmers . Early attempts to do so came through voluntary market-
ing co-operatives but these attempts were bound to be unsuccessful because
they were voluntary; every producer had something to gain by remaining
outside the organization and gaining the advantage of any higher prices which
the program might produce.

The appeal of a program aimed at limiting output or sales in that it

attempts to come to grips with the underlying problems of demand and
supply whereas other programs such as p rice supports, input subsidies, mar-
keting board sales promotion and so fo rth may be of limited benefit or great

cost and do not affect the root problems of demand and supply conditions.
The case for input or sales quotas is made usually on the g rounds that the

last two or five per cent of output is the critical amount, that it is in some
sense "surplus"", and if it could be eliminated, farm incomes would be much
improved .

"Bargaining power", about which much has been written, is essentially
dependent upon the ability to control supply.

Examples of input quotas are the acreage rights issued by the Onta rio
Flue-Cured Tobacco G rowers Marketing Board, and broiler floor space rights
by the B ri tish Columbia Broiler G rowers Marketing Board . The delivery
quotas of the Canadian Wheat Board are in a different but related category-
different in that their purpose is to allocate scarce storage space among
producers, similar in that quotas depend upon specified acreage per farm .

When the use of one input is restricted, thus reducing output and raising
product prices, additional income accrues to the owners of the rights or

quotas, the quotas acquire capital value, and the costs of productiôn rise,
both actual (for new producers) and calculated= (for existing producer-
owners). The gain accrues almost entircly to the quota owner, not to his
tenant. The agency responsible for the supply management program must

establish rules by which quotas may be transferred among producers and by
which new quotas may be allocated, and by which the agency may acquire or
climinate quotas.

Economically, the rise in the p rice of the quotas or the input to which the
rights arc attached leads to more intensive use of other inputs, resulting in
increa s ing costs. Thus high p rices for tobacco land lead producers to use

That is, in excess of what can be sold at pr%cs regarded by produccri as satisfactory.
'in the sense of "opportunity ccrst". if a quota could be sold for $10 .000 today. to

hold it inrolres an annual cost of about $800 since the $10,000 could be inrested at about
8 per cent .
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more fertilizer and ir rigation per acre, with higher costs, than would other-
wise be the case. From the national point of view, resources are a llocated
inefficiently. From the point of view of an owner of land with tobacco rights,
the program probably has the happy result of providing him with a tax-free
capital gain.

I
(f) Sales Quotas

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

ALLOCATION, TRANSFER, AND EXPANSION OF QUOTAS

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

The Initial Allocation of Quotas to Producers

There are three practical ways to allocate quotas initially: on the basis of
production in a specified quota-setting pe riod of the past, on the basis of
present production capacity, and by auction. None of the techniques is ideal .
' Basing the initial allocation of quotas on the level of output or sales in a
specified period may be unfair to those who were investing in new facilities
betwccn the time that the quota setting pe riod began and the time that
the decision on the method of allocating quotas was announced. Others might
be adversely affected by some tempora ry factors beyond their control, espe-
cially if the commodity is a crop and subject to unusual weather conditions .
These problems can be overcome to some extent by some form of appeal
system for those who feel themselves adversely affected by the program .
More important is likely to be the lack of data on output or sales . Even with
a product like eggs for which data are kept in order to calculate deficiency
payments it is by no means clear that a ll sales have been recorded . For other
products like beef, co rn , and apples, it is unlikely that data would be reliable .

Basing the initial allocation of quotas on present production capacity has
the appeal that asset-structure would bear some resemblance to initial quotas .
This approach is probably more desirable for livestock and special crop
facilities such as tobacco kilns than for most crops. There would remain some

knotty problems of measurement and adequacy of facilities that would test
even a Solomon. Adequate facilities unused for several years would be hard
to classify and arbitra ry decisions would abound.
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Allocation by auction is probably the most open way, though this approach
is unlikely to be popular among producers . Assuming that the quotas are
valuable or will be valuable, why should they be given away? It is as logical
and reasonable to have initial allocation determined by market prices as to
have transfers determined in that way once the supply management program
is underway. This argument would not apply, of course, in the case of fluid
milk where quotas of va rious kinds have been in existence ; nor, indeed, for
any product with a quota system in operation . Revenues derived from quota
sale might be held as a reserve by the agency for future use in market
development, subsidized expo rts, research or administration . No one tech-
nique is likely to be entirely satisfactory even for one commodity . What is
impo rtant, however, is to realize that quotas are possible only because of
legislation and regulation by governments, that the money value of quotas
represents windfall gains (unexpected and not worked for) and must be
allocated with these two facts in mind .

Transfer of Quotas

There must be some mechanism by which quotas may be transferred
among producers. The agency must record and sanction all transfers . There
are several possible techniques :

(a) Rights attached to specific real estate. In this case the only way
in which a producer can gain new or additional rights is to purchase a
farm with rights or quotas whether or not the farm is likely to be an
efficient part of the producer's enterprise . This is an inefficicnt system
for transferring rights or quotas and results in fi .xcd location of output
geographically.

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

• gcographical arcas) .
(c) Ri ghts purchascd and re-sold by the supply management agcncy.

Prices might be set arbitra ri ly by the agency or established by auction ;
rights must be separate from real estate. This is a variation of (b) .

(d) Rights surrcndercd to and allocated by the supply managemen t
agency. Rights would be of use only and not of propcrty but would
have scarcity value . This tcchnique lacks satisfacto ry and acceptabl e
critc ria and would lead to suspicions of favouritism and worse.

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

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

INTERPROVINCIAL FLOW OF GOODS

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

Provincial governments have occasionally restricted the flow of goods
intcrprovincially by the use of "health" and "sanitation" standards and
inspection. For example if P rovince B insists that milk sold in the province
must be produced on farms which arc inspected by P rovince B's inspectors,
and these do not visit farms in P rovince A, then there can be no interprovin-
cial movement from A to B . Similarly if a province insists that eggs must be
inspected and check graded by its own employees, perhaps to slightly differ-
cnt specifications from othcr provinces, then that p rovince can so harass
importers that interprovincial trade is reduced. Actions like these are not
common, fortunately, but have occurred in spite of the fact that interprovin-
cial and inte rnational trade are constitutionally under federal ju risdictions .

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

NATIONAL MARKETING BOARDS

Producers of many farm commodities look to the expe rience of provincial
fluid milk boards and to the Onta rio tobacco board in which high prices have
resulted f rom production or sales quotas. Other p rovincial boards have had
some success in raising or stabilizing p rices to their members but in a number
of cases have encountered ditpicultics a rising from the inflow of similar
commodities p roduced in provinces in which there arc no similar programs.
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Leaders of such boards, and othér farm - leaders, now look to national market-
ing boards to accomplish what they have found themselves unable to, do in
their own provinces only . Thùs the desire for supply management, designed
to affect farm p rices and incomes, has become closely linked with a desire fo ;
national marke ting boards . The two are not inseparable however, for na tional
marke ting boards might have other programs, such as sales promotion or
improvement in selling techniques which are different from the va rious forms
of supply management.

Different national boards might be of va rious structures and types just as
provincial boards are . To be effec tive, powers would have to be delegated by
both federal and provincial gove rnments, however, and power that is delegat-
ed can always be withdrawn if one or more provinces feel that the arrange-
ments are not in their interest . There appear to be th ree possible types of
national marke ting boards .

1 . National Agency of Provincial Boards
One possible kind of na tional marketing board is a national producer-con-

trolled agency created by provincial marke ting - boards. The Gove rnment of
Canada might give this national board the authority to regulate interprovin-

cial trade and expo rts (but not imports) .8 Such a national board might

co-ordinate provincial p rograms, operate national two-p rice systems and co1-
lective bargaining in addi tion to attempting to control output. In the latter

case, the national body would set output quotas ; the provinces (either the

approp riate marke ting boards or the provincial governments or both) would

have to agree to a distribu tion among them of the total national quota . Each

provincial p roduccr-controllcd board would allocate its provincial quota using

whatever technique it liked for initial allocation, transfer and expansion . of

quotas by individual produce rs. The original division of na tional quota among

the provinces would be set by nego tiation, probably using some combination

of present provincial consumption, capacity, and production as c ri teria ."A

formula might be devised to share expansion in each provincial market;

perhaps according to growth in popula tion or to give greater self-sufIiciencÿ

provincially.
Economically, this system is likely to be a disaster, Balkanizing the ccono-

my into ten sub-economics and preven ting the shift of production to thosc

areas in which it can be carried out most cheaply and most profitably. If

Province A were granted ten per cent of na tional output in the o riginal

allocation, it is most unlikely ever to agrcc to nine or eight per cent evcn

though it loses'all existing production advantages . Canadian productive cfh-

ciency would be seriously affected and in a few years one might expect to sec
increased low cost imports and then demands for ' highcr tariffs and for import

quotas .

' Under the Agricultural Products Marketing Act the Fcderal Government now dede&atcs
to provincial marketing boards the power to control products produced within the province
and moving into interpro vincial and inte rnational trade . The constitutional issues of delcp-
tion to a national agency or of re-dclegation by provincial boards to a national board,
and the position of provinces which have no provincial, board for a gi v en eommodity.
are not clear. ' ~ t ;
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This type of organization has the appeal of embracing
.
existing producer

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

2 . Federally-Appointed Commission like the Canadian Wheat Board

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

Such a system may not be politically acceptable either to provincial gov-
ernments or to any existing provincial marketing boards . The CanadianWheat Board, so sacrosanct in the eyes of some prai rie grain growers for the
past 25 years, is in existence because of the unique developments of the
1930's, and being here, is unchallenged . To create somewhat similar bodies at
present might be politically impossible . '
3 . National Producer-Controlled Boards

A third type of national marketing board might be the national equivalent
of one of the present provincial producer-controlled boards . It could resemble
the Canadian Wheat Board in its powers and operation, except that its
directors would be elected by producers rather than appointed by gove rn-
ment . 9 Such a national board would have to obtain its powers and repo rt to
some form of gove rnment appointed National Agricultural Marketing Board
similar to the government-appointed boards which now administer the pro-

vincial marketing board legislation . The constitutional position conce rning
this type of national board is not entirely clear . The old Natural Products

Marketing Act of the Federal Gove rnment which made somewhat similar
boards possible in 1934 was declared ultra vires in 1937 . However there has

been considerable constitutional evolu tion since that time and the constitu-
tional position is not completely clear.

• Other alternatives are possible of course; some might be elected and some appointed,
or some might be producers and others might be dealers, processors and consumers.
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The major weakness of this type of body, as with the federally-appointed
Commission, is political. In the case of provincial marketing boards, no
province has been willing to delegate authority to producer boards without
retaining the power to review and supervise through a provincially-appointed
Farm Products Marketing Board . Similarly there would have to be a National
Agricultural Marketing Board appointed by the federal government to dele-
gate powers to and review the operations of national producer-controlled
boards. Thus the national commodity marketing boards would stand in the
same relation to the Federal government and its National Agricultural Mar-
keting Board as provincial producer boards currently do to a provincial
government and its Farm Marketing Board . The legislatures delegating power
to marketing boards have a responsibility to consumers, processors, retailers
and others as well as to producers of other farm commodities who may want
to produce the one in question .10 Government attitudes and rcsponsibili tics
toward these other interests and toward the "national interest" are not likely
to be greatly different whether the produccr-controllcr boards are federal or
provincial as at present.

The major political problem is that the National Agricultural Marketing
Board would have to be responsible to the Federal gove rnment, since it
cannot be responsible to 11 legislatures. It is truc that the Government of
Canada could attempt to create adviso ry councils (sec Chapter 11) and to
consult the provincial departments of agriculture, but ultimate autho ri ty
would rest with the Federal government . This was not opposed in the case of
the Canadian Whcat Board, nor of the Canadian Dai ry Commission, though
the first was introduced in times of emergency and the second to assist the
dairy indust ry and did not offer any threat to the continuation of existing
provincial milk marketing boards .

In summa ry, political and constitutional p roblems will make it difficult to
create effective national marketing boards . There are 120 p rovincial produc-
cr-controlled boards ; vested interests have been created, both personal and
organizational . Provincial departments of agriculture have a long involvement
in marketing board legislation and operation and they would be reluctant to
jeopardize the work of the past and tu rn over much of their role to the senior
level of government . Tiurc is political appcal in the work done and there are
personal vested intcrests .

Assuming that these political and constitutional p roblems can be solved,
the most desirable form of organization seems to be a National Marketing
Board delegating power to national commodity boards (Number 3 above)
and to Commissions such as the Canadian Wheat Board . Thcre seems no
good reason why all commodity boards should be formed in the same way
any more than there are any good reasons why they should have identical
programs. Thus there could be a National Agricultural Marketing Board
which might create a Product A Marketing Commission and appoint its
commissioners, and create also a Product B national marketing board, all of

"To pire a spccitk exarnp le . the Ontario Farm i'roducu Marketing Board has a
rcspom,bility to the thousands of Ontario farmers who would like to produce tobacco
as well as to the 4,3 00 farmcrs who have actcate rithts and who determine the policy in
the Ontario F1ue-cur«! Tobacco Growers Marketing Board.
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whose directors would be elected by producers, and create a Product C
national marketing board whose members would be provincial producer
marketing boards .l i

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

RELATIONS OF BOARDS AND GOVERNMENTS

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

As discussed earlier in this chapter, marketing boards exist to act in the
best interest of tlicir members just as labour unions and trade associations do.
Governments, however, have a responsibility to all members of a province or
country and not just to one segment. Fu rthermore, their responsibility
extends th rough time, not only to the present members but to future memm-
bcrs. Thus it would be wrong to expect governments to turn over for any long
period to any group those mandato ry powers which belong uniquely to
gove rnment. This is especially true in regard to limitation of imports, which
the Task Force feels, should not be delegated to any producer board . The
most that could be expected would be the tempora ry granting of various
powers subject to constant or pe riodic review, and subject to withdrawal.
This is the present situation for provincial boards.

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

RELATIONS WITH OTHER SECTORS

(a) Relations w ith Agribusiness
Farmers who produce a commodity arc only one of a number of groups in

a p rocess which eventually satisfies consumer wants. Others who contribute
to this process, and who also make thcir income out of it, are those who
assemble, transpo rt , finance, process, package, sto re, and retail the product.
Farmers and these other groups have some interests in common and some in
conflict . To be able to scll a largcr quantity at highcr prices is of common
interest but if this con ics about only th rough advertising expenditures that

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

The Ontario Apple Marketing Commission was created in 1968 under the
Farm Products Marketing Act12 following a favourable vote of producers
(other sectors did not have a vote . )

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

The Commission has the right to establish prices at or between the farm
and retail levels ; in fact it does so only for the retail level, with three gco-
graphic zones, and for apples sold for juice. This recent development is an
impo rtant innovation that should be watched very closely; it represents a

possible whole new direction for many marketing boards .

(b) Relations with marketing co-operatives

Certain marketing board programs result in conflict with co-opcrativcs.
One such program was the tclctype system of selling hogs ; in Ontario the
board made concessions to allow the now-defunct co-operative to continue
to handle members' hogs; in Manitoba the tcletypc system was not made
compulso ry for a similar reason . No criticism of these decisions is intended ;
the fact that these bodies were able to resolve their differences is to their
credit. The main point we wish to make here is that if marketing board
activities arc expanded, it is likely that there will be increasing conflicts .

Therc arc examples, too, of mutual co-operation . The Grain Division of
United Co-opcratives of Onta rio has acted as the agent of the Onta rio
boards marketing soybeans and winter wheat . Unfortunately it appca'rs that
the areas of mutual benefit seem to be fewer than those of potential conflict.

(c) Relations with othcr boards

What should be the rclationship of one marketing board with another?
With the present structure whereby provincial producer-cont rolled boards
receive autho ri ty from their provincial gove rnment for marketing their com-
modity, the "self ccnt rcdncss" of boards is inevitable . Nevertheless the ac-
tions of one board may have important and fairly direct rcpcrcussions, on
Yothcr boards and their members .

"This is the Act under rrhich the :0 producrr -eontroiled provincial marketing boards
operate. The Act was reriscd in 1968 to actommodate the structure of an induory-witle
commission rather than a producer-only marketing board . The amendment applics only
.to apples. The Onta ri o Farm Products Marketing Board adrniniiten the Act I.e. It dele-
gates power and re v ieNm prograsru of the . eommodity boards and the new apple c o mrniscion.

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

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

It is reasonable to expect that the present restrictions on tobacco produc-
tion force resources into the production of sweet corn and vegetables for
which the extra value of output may be less than for tobacco; if so, aggregate
gross incomes will be reduced . In the first year of cont rolled broiler produc-
tion in Ontario, the output of turkeys increased dramatically as producers
shifted resources to that p roduct. The disappointing turkey prices which
followed must have offset most of the higher p rices expe rienced by broiler
growers .

The question must be posed clearly and answered clearly . Is it desirable to
have one general farm organization with (subsidiary ) national and provincial
marketing boards, managing supply (whenever feasible) in the interest of
total farm income? Alte rnatively is it more desirable to have the present
largely fragmented organizations-in some cases with national rather than
provincial boards--in which each body does its best for its own members?
` If one were to answer "yes" to the first question then the whole structure
of institutions and c ri te ria would have to be radically changed. This is not a
matter of the desirability or necessity of national marketing boards as
opposed to provincial boards, but of a national supply management agency
which would encompass practically all of agriculture . Commodity marketing
boards, whether national or provincial, might prove a political hindrance to
rational supply management in the inte rest of all farmers and total farm
~income..

~  Such an organization would have to be huge, undertaking research,
employing inspectors, and making decisions far beyond the scope of anything

we have seen in agriculture to this time . As supply management proceede d
'• Since almost unlimited supplies of American corn are available without affecting

imtsott pticcs. corn prices in Canada v►buld remain almost constant. Increased output of
winter % heat would lower the average price.
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from one product to another, resources would tend to be pushed into the pro-
duction of those products for which there were no quotas (and of course
some producers would rush into production to create a base on which future
initial quotas might be established), prices would fall and producers of those
commodities would demand supply management for their products too .

The Task Force takes a position on these two questions, answe ring "no" to
the first and "yes" to the second . In other words, the Task Force fcels that
the dangers inherent in a huge centralized farmer organization in Canada's
widely dispersed and dissimilar farm sector are so great as to outweigh all
likely advantages .

Although the Task Force has opted against one huge national farm organi-
za tion exercising supply management powers over most farm products thisdoes not mean that the Task Force favours extreme fragmentation . It would
appear undesirable to have a Wheat Board, a Barley Board and an Oat
Board in place of the Canadian Whcat Board . The present situation in
Onta rio, for example, whereby the Tender Fruit Growers Marketing Board
sells peaches, pears, plums and cherries for processing, the Fresh Fruit Grow-
crs Marketing Board sells them for fresh consumption and the Grapes-for-
Proccssing Board and the Fresh Grape Board sell grapes for separate uses,
seems to represent duplication of effort, especially since most of the g rowersare in the Niagara Peninsula . This kind of fragmentation is undesirable andunnecessary.

It is essential that the use by marketing boards, national and provincial, of
powers delegated to them by federal and provincial governments should be
carefully and con tinually scrutinized by the governments gran ting the powers.
The provincially-appointed Farm Products Marketing Boards have not been
greatly conce rned about the interrelations of producer boards, each one o f
which has operated in what it regards as the best interests of only the
producers of that commodity. This is quite reasonable on the pa rt of the
producçr boards since they were created under government legislation to
work in the interests of existing producers of the commodity concerned. It
may be claimed that the govcrnmcnt-appointcd Farm Marketing Boar d s have
operated reasonably in that whether or not producer boards arc crrated is a
decision of the producers themselves and if the actions of some boards hu rt
the producers of commodities for which there arc no boards, it is up to thelatter to petition, vote, and create a board of their own . This is not an
adequate argument .

Producer controlled boards naturally opcratc in what they regard as the
best interests of the present producers of a commodity, not necessarily
identical with the interests of producers of other commodities, would-be
produccrs of the regulated commodity, or the national interest . As George
Mch rcn once said about marketing boards:

It is not socicty which should be protcctcd from the use of monopoly in a g ri-
culturc. It is agriculturc which should be protcctcd from its abusc.u

9 G . L . N tehren "Some Eeonomk Aspects of Atricultural Contro t". Journal of Fann
Economtct, Vol. XXX, No. 1, p. 42.
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STABILITY OF INCOME AND OUTPU T
Early in this Chapter we accepted the objective of increasing members'income as the primary goal of marketing boards . An important but secondarygoal is that of stabilizing income and output .
Marketing board programs which bring greater stability to production,

prices, and income will make for more rapid adoption of technological
change, less overcapacity at the farm and processing levels, better opportuni-
ties for forward planning, sounder bases for credit, all of which contribute to
more cfficient and low cost operations . Consumers and the economy generallywould also benefit from increased stability in the agricultural sector . It isprobable that the prospects of increased stability would accelerate the "sort-
ing out" process among farmers, making it possible for the more aggressive
and more specialized to take over more of the market from smaller, less
specialized producers .

Tile various forms of supply management-two-price systems, collective
bargaining, input rights, and sales quotas---can aU contribute to greater
stability if used properly.

CONCLUSION S
1 . 77he main objective of both provincial and national marketing boardsshould be to increase the incomes of their members as much as possible . Asecond objective is to stabilize incomes and output .
2. Singic-commodity provincial boards have achieved a fair amount of

success through a variety of programs . No one type of program is mostdesirable in all circumstances .
3. If output or sales of a commodity arc to be controlled, a national

approach is necessary except in the case of a small number of products
locally produced (c .g .-tobacco in Ontario) . If one or more provinces which
arc important producers of a commodity do not participate in such controls,
the remaining provinces cannot be successful in controlling output or sales .Unless imports arc controlled, there arc serious limitations on what can beaccomplished through supply management . To control imports, however,
would jeopardize our trading arrangements with other nations . Given our
heavy dependence on international markets for exports, including agricultural
products, this must be ruled out.

4. It is dangerous to advocate a program of supply control without being
spccific about the kind of administration, tile techniques of control and the
initial allocation and tmnsfcr of quotas which must be an integral part of
such a program . Questions such as the intcr-provincial allocation of quotas,
tmnsfcrability of quotas among producers, and many other comparable Con-
sidcrations dealt with in detail in the main body of his Report have a
profound bearing on the success or othcr%vise of such a program .

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

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

7. It is clear that supply management has a useful role to play in the
stabilization of incomes, prices and output . If the objec tive is to stabilize
incomes rather than to raise them by restric ting output then supply manage-
ment can operate successfu lly for one commodi ty .

8 . The current atten tion being devoted to marketing boards and supply
management has ve ry desirably focussed attention on markets and marketing
whereas the tendency in the past has been for preoccupa tion with produc tion
problems.

9. There are many useful functions which provincial and national market-ing boards can perform in addi tion to attemp ting to manage supply. These
include market p romotion and research, improvement in marketing tech-
niques such as the teletype system of selling hogs, fullcr exploitation ofdifferent markets through product and price differentiation, disscmina tion of
market informa tion .

10. The g rowing responsibilitics of provincial and possibly na tional mar-
keting boards make it impera tive that the governmcnt-appointed supervisory
marketing boards be better staffed to evaluate producer p roposals. This is
particularly important because of the complex and far reaching ramifications
of any given commodity marketing board on other sectors of the economy as
well as on producers of other farm commodities .

RECOMMENDATION S

1 . Lcgisla tion should be introduced by the Federal government to permit
the creation of na tional commodity marketing boards. The Task Forcerecommends that this legislation include :

(a) A National Agricultural Marketing Board, responsible to the Fcdcral
cabinct1d and operating so as to benefit agriculture without seriousadverse cffccts on the national economy.

(b) Appointmcnts to the N.A.M. Board should be made by the Fcdcralgovernment and should be drawn from several walks of life .
(c) The N.A.M .B . should delegate powers and responsibilities to com-

modity marketing boards, scrutinize carefully the way in which thesepowers arc used, and «ithdraw them when the "national interest"dictates.
"The N. A. M . Board would bear the urne rclationship to the Fcdcral tor-crnmc.nt

as, for cxamplc. the Ontario Farm Products Aturctin s Board bcan to the Ontario
Gorcrnmcnt. ° t

323 CANADIAN AGRICULTURE IN THE SEVENTIES



(d) National commodity marketing boards may be of various structures
and composition : some may be federations of provincial boards, some
may be producer-controlled without provincial equivalents and some
may be federally-appointed commissions .

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

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

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

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

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

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

7 . Provincial governments should continue to resist the temptation to
introduce grading and quality regulations aimed at reducing interprovincial
trade.
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APPENDIX A

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

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

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

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

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

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

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

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

Quotas or rights are impo rtant in this picture in two ways:
1 . they may result in built-in inefliciencies and higher unit costs of

production as with the present Ontario tobacco rights ,
2 . because they are almost completely fixed in supply, their prices reflect

almost entirely the changes in profitability and prospects in the indus-
try. Fortunes, tax free, can be made in quotas as easily as in land if
quota programs are not carefully formulated .
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